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Harley Introduction

Introduction
http://ishi.lib.berkeley.edu/cshe/projects/university/ebusiness/october.html

Our original intent with the University Teaching as E-Business research project was to
begin to bring some order to the myriad on-line ventures in which both new and old higher
education providers were engaging. Our focus has been on the placement of research
universities, as initiators and respondents, in this universe. We were especially interested to
see whether, with discussion and analysis, we could define a common language and reveal
underlying patterns that would be useful for higher education decision-makers and scholars
alike. At the peak of the confusing dot.com frenzy, in 1999, these concerns seemed
especially timely. Needless to say, the landscape shifted as much between 2000 and our
October 2001 meeting as it had in the few years prior to 1999.  It is just this rapid pace of
change—in business models, technologies, stakeholder demands and attitudes—that drove
our original interest in issues of typology, categorization, and conceptual models.
Cataloguing these shifts and rapidly disseminating our work has been an important goal of
this project. The progress we have made to date is reflected in the materials and papers in
this publication and on our website.

Background

With generous support from the Andrew W. Mellon and Hewlett Foundations, we held
planning meetings in early 2001.  It was clear from these meetings that there were five
broad areas in need of further exploration and discussion:

• The tensions between economics, education, and culture.
• The costs, benefits, and risks of e-learning ventures to the institution.
• The factors that influence decision making, including how to define niche and

determine viable structures for e-learning ventures.
• The placement of e-learning initiatives within or outside of the institution, as

reflected by the array of business models that are currently available.
• The establishment of a common conceptual framework and the fleshing out of a

possible future research agenda.

As preparation for the October meeting, we assembled:

1. Background readings

2. Twelve detailed case studies that represented a broad range of e-learning initiatives,
with a focus on efforts at research universities, including:  Army University Access
Online (AUAO), Fathom, The George Washington University (GW), Global
Education Network (GEN), MIT OpenCourseWare (OCW), NextEd, NYUonline,
OnlineLearning.net (OLn), UMassOnline (UMO), UNext/Cardean University,
Universitas 21, and Western Governors University (WGU); and,

3. A Typology Overview for Organizational and Funding Models in E-Learning.



2 Teaching as E-Business? Research and Policy Agendas

Introduction Harley

Participants

The October meeting assembled a stellar group to discuss specific areas in more depth. The
diversity of views represented at this meeting raised fresh questions and possible new
solutions to understanding the significant external and internal pressures facing universities
in the marketplace for higher education. We were not interested in facilitating conversations
among like-minded individuals, as the complexity of the questions being asked demands
multidimensional and interdisciplinary approaches. Instead, we insisted on involving a mix
of experts with backgrounds in ICT research and implementation, higher education
administration, social science scholarship, foundation program development, and
entrepreneurship. In that we succeeded admirably.

Saul Fisher’s background paper, Teaching and Technology: Promising Directions for
Research on OnlineLearning and Distance Education in the Selective Institutions1,
presented as an overview in this publication, provided an essential scaffolding for many of
our discussions. Not only did we focus on what we knew, but we spent a significant amount
of time exploring what we needed to know, and how we might develop methodologies for
knowing it. As you read the proceedings, you will see that the theme of potential future
research agendas appears again and again.

Proceedings

After reviewing the transcripts of the meeting, we decided that their high quality warranted
asking individual authors and respondents to review and revise their contributions in light
of the discussions. The results of their efforts form the basis of this collection. Although
both they and we have done significant editing of the original transcripts, we did not
attempt to force the papers into one editorial style; rather, each represents the style and
perspective of its author. Some authors chose to rework their talks into formal papers, and
some authors chose the extemporaneous tone that emerged on the transcripts. In some cases,
authors also integrated the Q&A sessions into their talks.

Finally, although I have not created a formal summary of the October meetings, I prepared a
paper shortly thereafter which draws on our discussions, and which reflects much of what I
learned from the interactions, in addition to my own research. An abstract and the full paper
are included as the conclusion to this publication.

All information presented in this publication may also be found on our website:
http://ishi.lib.berkeley.edu/cshe/projects/university/ebusiness/

Diane Harley, Ph.D.
Director, Higher Education in the Digital Age Project

                                                          
1 This paper is drawn from a chapter in the forthcoming volume, Making A Market: The Rise of the
Corporate University, Breneman, David, Pusser, Brian and Turner, Sarah E. (eds.) Albany: SUNY
Press.
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Matkin E-Learning Trends and Pressures Defined

Developing a Conceptual Framework & Vocabulary
for E-Learning
http://ishi.lib.berkeley.edu/cshe/projects/university/ebusiness/GMatkin.html

Gary Matkin
Dean, UC Irvine Extension
© Copyright Gary Matkin, 2001

Colleagues, we begin this conference where many academic papers end, with a comment
that whatever we say here may or may not be correct or valid, but that more research
needs to be done.

In deconstructing conversations about e-learning and online education, I find that a
common conceptual framework and vocabulary is lacking. “What is online learning?”
“What is distance learning?” Each person has a different understanding of these terms,
and the conversations about these topics can become very confusing. In this meeting we
hope to establish some common conceptual frameworks through which to view the e-
learning industry, the university responses to e-learning, and what useful research
questions might be asked.

What does the e-learning industry look like and how is it structured? The way I approach
an analysis of it is by asking what the market for the industry is. I hope this list captures
most of the major dimensions of the market for e-learning.

Slide 2

In selecting the elements of this categorization, I asked three questions about each
proposed element: Are the products differentiated? Is the marketing to reach the audience
for the market differentiated? Are the services aligned with the learning products
differentiated? If there are differences in these three elements, then a category is defined.
Most of us see these as fairly large categorizations in the e-learning industry.
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I list both high school students and K through 12 students because I think they are
distinct.  High school students, obviously, have been targeted by a lot of providers.
These markets of end users (students) are targets of the providers shown in the next slide.

Slide 3

The providers are categorized into the groups listed here, with colleges and universities
listed first. For-profit companies that are targeting many of the markets listed in slide 2
should also be listed as a separate category. These provider organizations are, in turn, the
targets of a large number of what I call suppliers to this industry. (These suppliers, by the
way, have helped lower the barriers to entry for providers in this industry).

Comparing slides 2 and 3 helps us understand a bit about the dynamics of the industry.
For instance, many universities initially targeted degree seekers. As that market did not
develop as rapidly as people thought it would, universities and other providers refocused
their efforts on the employee market. This shift has occurred with the universities, and
also with for-profits allied with universities, such as UNext and Fathom.

When you get to the supplier side you see a large number of suppliers to the e-learning
industry. These suppliers can be categorized in terms of the kinds of functions they offer.

Slides 4 & 5

 



Teaching as E-Business? Research and Policy Agendas 7

Matkin E-Learning Trends and Pressures Defined

First, of course, we’re all familiar with the technology infrastructure suppliers such as
Blackboard, Web CT, Prometheus, e-College, and many others. The large number of
these suppliers has helped lower the barriers to entry for universities, which don’t have to
bear the high cost of developing and maintaining their own technology infrastructure.

This industry is very young. We still don’t exactly understand all of its structures and the
dynamics of those structures, but we can, to some extent, begin to understand what is
happening by analyzing successes and failures. Unfortunately, I think, there are many
more failures than clear successes right now. If you look at those failures, you begin to
see some patterns. Here’s a quick list of what I see as the source of failures. In the
interests of time, I’ll only talk about two of them.

Slide 6

The first one I’ll discuss is what I call the “failure of content production.” We’ve seen a
lot of companies get bogged down in content production. The grand idea these
organizations begin with is: “We’re going to produce the best course in this field that
anybody ever produced, and it’s going to roll over the market and drive everybody else
out.” Well, it’s not happening. Content production is very expensive, and many
companies and universities are moving away from content production because of the
cost. UNext, for instance, is producing courses for $750,000, according to the case
studies. That’s very, very expensive, and it’s very difficult to generate returns sufficient
to recover the investment.

The second example is the system integration failure. We’ve seen a lot of suppliers to this
industry come in and have to integrate their brand new, wonderful systems with not-so-
wonderful, or new, institutional legacy systems. This has been the failure: many people
who have approached the university market with a great new technology, such as a new
learning management system or course management system, have run into a brick wall as
they encounter university technology and politics.

Three or four years ago, as I was trying to figure out what was going on with this
industry, I envisioned two possible models of how the industry might develop. These
models represent two ends of a continuum. At one end was the idea that e-learning in the
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university world would continue to be a cottage industry, categorized by small players,
geographically dispersed, serving small niche markets, the current model of higher
education in this country. At the other end is what I’m calling the “Death Star Alliance.”

Slide 7

The Death Star Alliance is driven by the notion that if large-scale consolidation were to
occur, standardization would increase, along with quality, and the Alliance could sweep
over the industry, commanding a large share of it. A big university system, like a UC
system, might be allied with a big software company like Microsoft, and with a big
transmission or distribution company like AT&T; this combination could command a
huge share of the market. This model appears less and less likely, partly, I think, because
of the suppliers coming into the market.

To understand how technology is beginning to influence the higher education market, it
is useful, I think, to divide the market into two segments. One might be called the
traditional residential degree market and the other the convenience market, or to be more
politically correct, the access-sensitive market.

Slide 8
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Traditional degrees are generally delivered in a residential setting, and we all know what
they are, I think. The convenience market is basically the market for part-time degrees,
where a large segment of the market is responsive to convenience, the main elements of
which are time and place. This slide is an attempt to show the direction of use in each
market segment.

As the new technology was introduced, both markets were forced to use the technology
for classroom enhancement.

Next on this list is the hybrid course, in which online technology begins to substitute for
class time. Finally, on the traditional side, we see computers replacing classrooms in
several universities. Typically, if a university offers students the choice of an Econ 1A
course at 8 o’clock in the morning or online, a fair number of students will enroll in that
online course. They don’t have to come to a classroom, so there’s a replacement of the
classroom experience by technology.

On the convenience side, we see hybrid courses being actively utilized. However, the
usual concept of online learning is at the last level that I’m calling the “full-distance-
delivery model, with no face-to-face classroom instruction.” Here is an important
distinction in online learning between what I call the “web page” and the “IP” models.
The web page model is something we’re fairly familiar with. In this model an instructor
is introduced to a technology, like Blackboard or Web CT, taught how to use it, and then
teaches the course. The instructor supplies most of the instructional design. The IP model,
on the other hand, begins with the development of intellectual property. This usually
involves the work of an instructional design professional, a technologist, editors, artists,
and so forth, working along with a contract expert, usually a faculty member. This second
model results in something that can actually be transferred either from one term to
another, or from one organization to another. This results in some form of intellectual
property. The web page model is the one that’s generally in use by universities today,
such as UCLA, through OnlineLearning.net; the IP model is being used by a few
universities:  Penn State, Universities of Washington and Wisconsin, Berkeley, and by
some for-profit providers such as UNext.

These two models are often confused. Their underlying financial structures and
philosophies are different. The web page model has greater flexibility, more reliance on
instructors, low up-front cost, but no transferability. The IP model has high up-front cost,
and more standardization, but more transferability, as well as the possibility of getting a
return from selling the intellectual property.

My assertion is that one of the earliest strategic choices that universities have to make is
where on this continuum they will operate, and how much money is going to be spent on
instructional design. A classroom requires little formal instructional design. A self-
learning product such as a CD that will teach you Spanish in 10 easy lessons with no
instructor requires a great deal of instructional design. On-line learning falls somewhere
in the middle.
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Slide 9

The difference between the IP model and the web page model is the first of a number of
differences I see that are often confused. Here are a few others: there’s a big difference
between instructor-led online instruction and computer-based instruction (CBT). It’s
surprising how many people think online education is all CBT; that is, involving no
instructors. Even tenured professors suggest: “I’m going to be out of a job because of
what the universities are doing.” (Another important distinction is between the cohort and
the independent study model.) The philosophy, the format, and many other respects of
these two models are quite different. In an independent study course, one may start
anytime, and go through it at one’s own pace. In the cohort model, one proceeds through
the course with a group of other students. Finally, another important distinction is
between synchronous and asynchronous delivery.

Here’s a sample of what we’ve seen with regard to university responses in our early
research. Again, this is certainly not a complete list, but a number of these, I think, are
important.

Slide 10
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The last item on the list is something I’ve seen almost uniformly throughout higher
education. When I do consulting, usually what happens is that I’m sent a packet of
material to look at, and it always involves some report by a committee. Right? The idea is
that a committee is going to find out what to do about e-learning. An interesting research
project might be simply to collect all of these reports from all of these committees and do
an analysis. At least it would give us the conventional wisdom among universities about
what’s happening in on-line education, and what universities think they should do.

When we’re thinking about the full-delivery service model, there are some elements
which are absolutely necessary for success.

Slide 11

I think every university, and every organization that’s doing e-learning on a serious basis,
on the full delivery model, has to have each of these elements covered. Now, it doesn’t
mean that they have to provide each element themselves. Frequently, many of these are
outsourced. An effective delivery infrastructure, for instance, might be bought from
Prometheus, eCollege, or Blackboard. Even student support can be out-sourced, to some
extent. But these are the absolutely essential elements. I included faculty roles and
academic quality assurance for obvious reasons. If the university is doing e-learning,
these elements have to be understood and handled.

The last element on this list is also a very important one, and it has so many important
subcategories that I had to put it on a separate page: Administration.
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Slide 12

You have to have very good administration of the e-learning program, and that means not
only logistical activities like registration, organization, getting students books and other
logistical elements, but you also have to have partnership, financial, project, political, and
contract/legal management—these elements have to be a part of an administrative
provision.

Conclusion

Any university response to e-learning should be informed by the basic information
covered briefly in this presentation. It should contemplate what is happening in the
e-learning industry and take into account how that industry is structured and how it is
changing. Much of this change is driven by technology. University administrators should
also understand the causes of failure in the industry, not only to avoid making mistakes,
but also in order to assess the stability of potential partners. Administrators and university
faculty members should also understand the differences between the use of technology
for enhancing residential degree instruction and delivering to a distant audience. “Online
education” is a term that covers many different delivery modalities, with quite different
underlying financial models and infrastructure requirements. For instance, the “web
page” or “walk-up” model requires very little up front funding (assuming the delivery
infrastructure is available), while the “intellectual property” (IP) model can require
considerable capital investment.

Finally, universities should understand the full range of elements and capabilities
required for successful online, distance delivery (slides 11 and 12).

All this can be quite intimidating for universities. This presentation and the ones
following are designed to help us all sort through the issues and come to practical
solutions.
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The Economics of E-Learning
http://ishi.lib.berkeley.edu/cshe/projects/university/ebusiness/MGoldstein_presentation.html

Michael Goldstein
Member of Dow, Lohnes and Albertson, Washington DC
© Copyright Michael Goldstein, 2001

I am in a very strange position.  I am a Washington lawyer, who just this morning was
meeting with the California Post-Secondary Education Commission in Sacramento.  I
therefore have the unique honor of saying I’m from both Washington and Sacramento
and I’m here to help.

I’m reminded of the Trinity Experiments, the creation of the atom bomb, when the
theoretical physicist said, “You know, there is a possibility based on our calculations that
when this goes off we’ll vaporize the atmosphere,” to which the experimental physicists
said, “That’s fine. 10, 9, 8, 7…”  Apparently, there’s truth to that.  I think that’s sort of
where we are.  On the one hand we are trying to analyze what’s happening in this market.
At the same time, there’s a whole bunch of people who are plunging forward, tripping in
some cases—tripping fatally in some cases—but building an experimental base.  And I
think that is what is extremely important.  We are looking at is trends and pressures, but
we are not yet sure what we are seeing.

The first issues are:  what is the pedagogical model, and how are we trying to teach?
what do we mean by teaching and learning?  A lot of what is happening in various
e-learning/distance learning/technology-mediated learning is just trying to figure out
what works.  Remember, we are going from a couple of hundred years of the standard
classroom model— the teacher up front, the students in the rear.  ‘I talk, you listen.’
Now, particularly with the advent of technology, the educational model is rapidly
evolving.  We are seeing a lot of different efforts to figure out what does or doesn’t work,
particularly in the context of complex technology and hugely expensive courseware.  The
question is whether one could ever afford that kind of an educational experience, whether
one can ever actually afford that process.  So we have a tension between coming up with
what works, and coming up with what is, in fact, affordable and available to a learner
population.

The second trend that we are seeing is an organizational model issue.  And I want to
suggest that when we talk about for-profit versus non-profit, what we are really talking
about is organizational models.  There is nothing inherently different between a for-profit
organization providing educational services and a non-profit or public institution
providing educational services.  Now, there is an enormous amount that happens at
Berkeley that goes far beyond providing teaching and learning.  But if we’re talking
about teaching and learning, there really is no fundamental difference; the execution may
be dramatically different, but that difference does not depend on ownership.  And what
we are seeing in the marketplace is a very, very real blurring of lines between the
different organizational models of providers.  Particularly, we are seeing a hybridization
of providers, of non-profits that are partnering or creating for-profits, of public
institutions that are partnering with or creating for-profit entities.  We are seeing a
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fundamental breaking down of this notion that there is a category called “the good
guys”—and we know, by looking in the mirror, who those are—and there is another
category we are used to calling “the bad guys”—and we used to know who they were as
well —and we were darn well going to try to keep that separation.  We now know better:
in this particular field, we are they, they are us.

The third piece where I think there is both a tremendous amount of development going on
as well as a tremendous amount of learning is the issue of what sells in the marketplace.
We started out with a lot of different assumptions, depending upon from whence one
came.  There was the argument that brand is the gold standard, that brand sells.  If you
put your name on it—if Berkeley puts its name on a product, pretty independent of the
quality of the product, people are going to flock to it because it is, after all, Berkeley.
And one model of that is UNext’s Cardean University, which by co-branding with four
very distinguished institutions, assumed that the brand was going to carry over to an
institution they created, Cardean, which had no brand value whatsoever.  What we are
finding in the marketplace is that the traction of branding is rather less than people
expected.

Price is another issue.  The assumption was, ‘What we are really going to do is be price
competitive.’  You can get what you need for much less money by doing it this way, as
opposed to other offers in the field, whether it is doing it live or doing it online.  We are
finding, interestingly, that price competition is not as strong a driver as we would have
expected.  The low-priced brands are not necessarily getting the market position,
everything else being relatively even.  And no one is quite sure why, it’s counterintuitive.
But apparently it is a real phenomenon.

Another piece is quality.  The assumption here was that if you make really, really, really
good courseware that is really interactive and really attractive it will drag in and hold the
student, and you will win the marketplace.  Cognitive Arts is the great example of that,
and some of the UNext products are good examples.  Yet it is still not clear where the
tradeoff is between the cost of creating a product and the quality of that product in terms
of its place in the market.  Really good product is good, but is it good enough to create
value proportionate to its cost?  It is very interesting to look at the University of Phoenix
Online, which essentially replicates what the University of Phoenix does in the
classroom:  Phoenix Online provides a low tech, relatively low quality experiential
environment, but it has unquestionably achieved good traction in the market.

The next issues, and they are really tied together, are convenience and service.  Where
Phoenix is really, really good, and where most institutions are really, really bad—and
what we’re learning really, really counts—is student service.  We have had a lot of
examples of institutions coming up with really good models of learning, and really good
content, really well presented, and yet it fails to hold an audience.  And the reason it fails
to hold the audience is that when the student called with a question, nobody answered.
The ease of registration in true 24x7 service, in truly having counselors available
whenever the student needs it, in truly having that kind of personal interactivity, seem to
be very strong drivers in terms of the success of the program.  Now, this should be no
great shock to institutions because I suspect we have all heard endlessly the students’
major gripe:  it’s not typically the quality of education, it’s the quality of things that
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surround the education.  In this regard online is no different from the campus: a long
registration line, whether snaking across the gym or while placed on hold, is a long line.
And students hate it.

The last piece, which seems to be running precisely counter to what the conventional
wisdom was a very short time ago, is the value of the credential.  The futurists told us,
and many of us bought the assumption, that the traditional academic credential was an
endangered species, to be overtaken by the Microsoft Certified Network Engineer and its
ilk.  Why, we were told, do you need an Associate Degree, a Baccalaureate, a Masters, a
Doctorate, when you can have a piece of paper that says you’re a Certified Widget?  The
answer, to the shock of many experts but apparently not to the consumer, is that both
learners and employers still want the real piece of paper, a degree.  There is no
alternative credential. The MSCNE, when you think about it, is just like a pilot’s license.
It says you are qualified to carry out a particular narrow task.  If that’s what you want to
be trained for, then that’s what you need.  If you want to be a Microsoft Certified
Network Engineer, you need that particular piece of paper, but it is not replacing the
academic credential, either in the minds of consuming students or consuming employers.
What is interesting in the market, is that those companies who thought they could sell
into the marketplace without offering a credential at the end of the day are finding much
more difficulty than those that have, in fact, found a way, either as incumbent
institutions, or acquiring institutions—for example, as Kaplan did in buying a small Iowa
college and renaming it Kaplan College—to shroud their program within a standard
academic credential.

I want to end my piece with a little discussion of the economic model.  Some millennia
ago, the good people of California spent many millions of dollars—billions of dollars in
replacement cost— to build this campus.  At some varying points, more money was put
into the campus to put a new building up, to put a new roof on a building, to put
sprinklers in, and so forth.  These are long foreseeable costs, part of building and
maintaining the campus.  That is the capital cost of traditional higher education, and once
the campus was built it was there to use.

We also have had a pretty predictable revenue stream, consisting of tuition and subsidy,
to pay our faculty—and I’m talking now about the instructional role of the university, not
the research or service role—who turn around and teach our students, who pay tuition,
which pays our faculty, etc.  It’s like running a very simple kind of service business,
because you have no actual working capital cost. Your faculty creates the capital:  they
create the intellectual knowledge, they disseminate it, you pay them a salary for that
purpose, and they are—relatively—grateful.

What’s happened in online learning, and I think we ignore this to our considerable peril,
is that the economic model is fundamentally different.  To start, you spend a lot of money
to create courseware, and then—and this is very important—after some relatively short
period of time, you have to spend more money to do something to that courseware.  You
have to improve it technologically because the technology is evolving so rapidly, or you
have to update it to make it more attractive to learners. We are at the very, very earliest
points in the technology, and we know we’re going to have to keep reinvesting just to
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stay modestly with the technological curve.  Like the Energizer Bunny, the cost of
creating courseware just keeps going.

We also have another economic problem.  Once they built this campus, they opened the
doors, the students flooded in, and you immediately had your revenues.  But when you
build courseware, you have no revenue until the courseware is completed and into the
market.  So we have something that we’ve never seen in higher education: a working
capital deficit. This is the way the business world works, but it is not the higher education
model.  The reason we have a working capital deficit is that we had a fundamental
transformation.  This is why the businesses that are involved in this sector are moving
ahead of us.  We are creating property, tangible property as well as intellectual property.
We never worried about that before because the intellectual property we had was in the
heads of the faculty, and they carried it with them.  They taught a course, and you paid
them for it.  If they didn’t teach, it wasn’t there, and if they left to go somewhere else,
they carried it with them, and there was no residual value.  We just hired another
professor.  But when courseware is created, you are now creating a thing that embodies
the knowledge provided by the faculty member, along with whatever else the
instructional designers and such have done, and that lives on beyond the mere presence of
the faculty member who contributed with it.

It becomes tangible property that should be financed as capital, not as an operating
expense.  If we talk about the capital assets of technology, we are talking not only
infrastructure, but we are also talking about courseware, intellectual property.  This is
reflected by a trend in the marketplace, for example, eCornell as a for-profit entity
created by Cornell University, fully owned by the university, financed by an investment
of the university of up to $36 million of endowment.  A large part of that investment is
going into the creation of courseware, the assumption being that the value created by that
property, by that intellectual property, will then come back as a return investment for the
institution.  The investment committee of the university board is treating it as exactly
that.

What we have seen over the past couple of years—this is really a compressed time
frame—is the beginning recognition that there is a fundamental difference in the
economics of e-learning versus the economics of what we have done for what feels like
millennia.  It is going to be those in the public and non-profit sectors who can adapt to
this new economic model, in terms of their ability to generate funds, who will be able to
compete with the commercial sector, which historically has the mechanisms and the
capacity to create capital.  We are learning, under enormous pressure, that success goes
beyond our traditional strengths of knowledge, wisdom and integrity to a new skill in
understanding—and managing—the economic model.  We are seeing some of the victims
littering the sides of the information highway, but we have yet to know who will succeed
in travelling that road.
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While my organization does a lot of different kinds of projects, they all revolve around
assisting colleges, universities, and state systems in making good decisions about how
they’re going to integrate technology into their organizations.

One of the ways we are doing this involves a project we call the Technology Costing
Methodology Project. It was funded by the U. S. Department of Education’s Fund for the
Improvement of Post Secondary Education and the Andrew W. Mellon Foundation.  It is
designed to get inside the institution to really describe the organizational and economic
models that Michael Goldstein discussed previously.  We’ve been working on this for the
last couple of years and have pilot tested it in eighteen institutions/states.  Those pilot
applications involved individual institutions as well as university and college systems.
We are currently evaluating the use of our costing framework with the Massachusetts
Higher Education System, the Colorado Community Colleges, the University of North
Carolina system, and also the Florida Virtual High School.  The goal is to come up with a
useable set of standard protocols that allow an institution and/or multiple institutions to
really understand what their costs are when they invest in technologies.  By technologies,
I mean those that are used for teaching and learning, whether on campus or off campus.

I want to share some lessons that we’ve gotten out of the first few years of this project:

 We know that if you use technology to simply replicate the classroom, it just costs
more.  You are basically replicating all the classroom costs and paying for
technology on top of it.

 The most critical element in all of the costs associated with this is, not surprisingly,
the people—how you use them and what they’re paid.

 The third big thing that has come out of this is that scale matters.  It matters a great
deal.  If you are just doing what we usually do in higher education, running the
technology project like a cottage industry with a single faculty member serving a set
group of students, it doesn’t work too well in terms of the ultimate cost. You also
tend to burn-out the faculty member.

One of the biggest questions that arises out of this costing approach, which Saul Fisher
mentioned in his presentation as well, is, ‘how do we sort through institutional models
that can support the roles of individuals to make the use of these technologies feasible?’
The structure we now have really just doesn’t work.  We need to shift traditional faculty
roles.  We need to create additional definitions for professionals working within higher
education on the teaching/learning process.  We also need to balance what that means in
terms of status and cost to the institution that’s supporting them.  Right now I do not
know exactly how we do that, but I know we need to start.  I also know we will have to
look at other professions for models because there are none within higher education.
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It’s also important to keep in mind that to keep these costs manageable, we can’t have a
single faculty member developing a course, running it, and supporting all the students.
As I said before, this really burns out the faculty member.  As Saul Fisher pointed out in
his paper1, when you work in an on-line environment, and you have e-mail as the primary
mediation between the student and his or her faculty member, there is a lot of it.  Paying
the proper attention to all this e-mail is very time-consuming from the faculty member’s
perspective.  The students do take advantage of it.  The available evidence seems to
suggest that students use e-mail for more frequent (and perhaps more meaningful)
communication with their instructor than they tend to have if they have to stop by a
faculty member’s office on campus.

James Taylor, a professor at the University of South Queensland, is experimenting with
using an artificial intelligence (AI) system to work with conversations with students.  If a
student asks a question in his class at 10 p.m., and he doesn’t happen to be online, instead
of the student waiting forever to get a response back, the e-mail system replies, ‘Professor
Taylor is not currently available.  Would you like Professor Jones to answer your
question?’  Professor Jones is really an AI program, and it’s based on what Taylor calls
Extensible Mark-up Language. The responses within the AI program are based on
questions from students asked in previous classes and the answers given by Professor
Taylor. The students are really impressed by how responsive the system is, and they
don’t know that Professor Jones is actually a computer program.  They think Professor
Jones is the greatest guy in the world, because no matter what time they log-on, he
answers their questions—and he does it pretty well.  This is one approach to solving the
faculty time commitment problem for on-line work with students.

Let me switch from cost for just a moment to mention the public policy perspective.  I
work in a lot of states that are not as big as California.  There are states in which the
system offices have a lot of influence on what happens in higher education statewide.  In
several states, regional universities and community college systems are beginning to buy
and lease and trade courseware between themselves.  They are setting up consortia in
state after state after state to enable that to happen.  Some questions arise as these
consortia grow, and we don’t have good answers for them.  We need to find good
answers, which means that these research questions are very important.

One question is:  what are the skills and the role of a faculty member at an institution
serving students, whether this is a liberal arts college or a community college, when the
courseware is coming in from the outside?  This goes beyond just the teaching/learning
piece; it involves engaging the student in all the other kinds of activities that go along
with being part of the campus environment.  Now it is not just a textbook that’s coming
in from the outside; it is, in essence, the whole course.  I’ve had some interesting
conversations with faculty members who find this troublesome until we break it down a

                                                          
1 Saul Fisher’s paper, Teaching and Technology: Promising Directions for Research on
OnlineLearning and Distance Education in the Selective Institutions, is drawn from a chapter in
the forthcoming volume, Making A Market: The Rise of the Corporate University, Breneman,
David, Pusser, Brian and Turner, Sarah E. (eds.) Albany: SUNY Press.
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little bit.  Then they begin to understand the concept and how it can work.  We still don’t
know, however, what it really means in terms of the role of the faculty member at the
local institution, working directly with students.  What should he or she be prepared to do
for the student?  What will make a difference in the student’s ability to succeed?

Another question we have involves student support needs.  It is sort of a flip-flop of the
faculty side.  What are the essential services that students need that are not provided by
the faculty member? A corollary to this question is whether or not American higher
education can really learn from the open universities around the world.  The open
universities have been working on this problem for many years.  They have some very
good information, even though they may not be using the exact same technologies.  Will
we be able to translate this information into U.S. higher education practices?

One of the universities at which I studied did something that really impressed me. The
sidewalks were made of bricks, and when a new path was worn, the bricks got moved.
Where the bricks had been but were no longer being used, they planted flowers, or let
grass grow.  This is an example of smart adaptation.  We know right now, from data that
comes out of the U.S. Department of Education, that the majority of people in this
country earning a Bachelor’s Degree have attended more than one institution.  They’re
going to multiple campuses, in some form or another, to earn their degrees.  As online
courses get better and even more available, it is likely that this “swirling” will increase.
What does this mean?  How do we begin to adjust what colleges and universities are
doing to accommodate to this change?

Another question is ‘who is taking these online courses?’  In many of the institutions that
I have worked with over the past dozen or so years, when they develop a good, strong,
online program, the majority of the students served by this program are on campus.  They
thought they were doing this to serve students who wouldn’t come to campus, but they
are finding that their students are opting to sit in the dorm room and take the same course
online that they could walk across the campus and sit in the lecture hall to take.  What
does this tell us?  Is this a real trend?  What are the lessons to be learned from it?  I think
this is a viable issue to think about, and there is a need for some good solid research
pretty quickly.

Anecdotally, the institution’s commitment to the use of technology seems an important
variable in high school students’ choice of a college or university.  Many friends who
have kids ready to go to college have told me that when they take the campus tours, the
first question the kids all ask is,  ‘How connected is this campus?  How much bandwidth
can I get in the dorm?’  I’ve been hearing this for the last three years or so.  We do need
to question what the kids are doing with the bandwidth in the dorm, besides downloading
songs.  Are they taking online courses from other campuses?  Are they taking online
courses from their own campus?  Having a better sense of what they are doing could
guide policies on campuses, and there are problems with some campus policies regarding
online classes.  For example, at some of the institutions with which we have worked,
online courses from the same campus will not transfer into the departments that are
teaching the course face-to-face (and sometimes even online) because the online course is
administered through a separate organizational unit.
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To sort out some of the chaos that currently exists for students and the online courses
they are taking, we need to think in terms of what kinds of policies should guide faculty
and departments that will lead to some predictability. Students and their parents want
reasonable transfer policies.  We need policies that are demonstrable to state legislators as
well.  In several states of which I am aware, the legislature either has considered or is
very seriously considering mandating transferability between community colleges and
research universities.  I’m not sure it’s appropriate, but it has already happened in a few
states.  This very real problem is being exacerbated through electronic learning.

Finally, I want to bring up one more issue. We know that the U.S. has some of the best
higher education resources in the world.  But a number of my colleagues in third world
countries frequently make comments about how we’re hoarding it.  You can get a Duke
MBA if you have the $50,000 a year, or you can use some high-end online activities, but
very few people in developing countries who really need these resources can afford that.
I think it’s time that we begin, in a research setting, to come up with some guidelines,
policies, and frameworks for thinking about how the U.S. can effectively export some of
our renewable intellectual resources.  Perhaps we can help the U.S. develop a different
role in the world besides being just an exporter of fast food and action movies.

Thank you.
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My job as respondent is to focus on some of the themes that we as a group might discuss,
with the greater goal of beginning to define a research agenda for the Center. Our
speakers have been so articulate that I don’t know that I have a lot to add, except on one
theme. In the papers we read and in the presentations we have heard, a unifying theme
has been the identification of drivers of change. What are the drivers of change around  e-
learning? My own list includes four drivers of change, but it’s not intended to be
comprehensive.

The first driver is enhancement of the quality of teaching. I saw this particularly in Saul
Fisher’s paper1, in which he commented that while classroom teaching has always
advocated the teaching of collaborative learning, it has not been particularly successful in
attaining that goal. However, he also said, online tools are remarkably successful in
encouraging collaborative learning. That fascinated me, and it is a good example of the
way in which our traditional understanding of teaching and learning would be enhanced
by instructional technology. And that would probably require that we truly understand
which medium to use for which kinds of teaching and learning.

The second driver, which is very prominent in the paper but also in a number of the talks,
is productivity. In our minds, here in California, every day is Tidal Wave II—the rapid
growth in the number of college age students—and the question is how colleges and
universities in California can be more productive and absorb more students without a
great deal more investment in the capital infrastructure of the state. So that’s the reason
the productivity argument is actively on our minds.

The third driver in what I have heard is the theme of new markets. Private enterprises like
the University of Phoenix have made us aware that there are underserved educational
markets. There are also major issues of equity of access that traditional higher education
institutions have not met, issues which the private sector or the commercial sector is
forcing us to look at. One of the things that fascinated me in the discussion of new
marketplaces is MIT’s strategic planning process, and their thoughts about the boundaries
of their academic community. About alumni, they ask: once you graduate, are you
outside the institution? This makes us think about the boundary between the institution
and its various environments. Continuing education raises another boundary question
about new markets. So this issue of becoming aware of unserved markets and using
technology to serve unserved markets is a major driver.
                                                          
1 Saul Fisher’s paper, Teaching and Technology: Promising Directions for Research on
OnlineLearning and Distance Education in the Selective Institutions, is drawn from a chapter in
the forthcoming volume, Making A Market: The Rise of the Corporate University, Breneman,
David, Pusser, Brian and Turner, Sarah E. (eds.) Albany: SUNY Press.
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To me, the most dramatic finding at this session has been that politics is a driver. This
question of politics has always been latent as a driver in higher education, but it seems
especially significant right now.  A comparative perspective might make the political
driver look very, very salient. Great Britain and Australia have both forcibly reorganized
higher education in the last decade. The Australian National University, formerly the
preeminent research university in Australia, now must struggle with Polytechnics for
performance-based funding. There is a possibility that the subsidy for public education
may be called into question by the various polities that we serve, ranging from local to
state and federal. So, if you look at the trends in other countries, it is possible that
political drivers for innovation could become much more important.

A related theme is that of organizational change, and the link between e-learning and
organizational change. I just finished an ethnography of a start-up that sold educational
technology. Having spent my entire life as part of the University, seeing it through the
eyes of a start-up was pretty devastating. The most damaging memory is of the time this
company persuaded four vice presidents of a university in California that this software
product was a way to put them in the lead in innovation in higher education. They went
to their President. He called a meeting of the entire executive cabinet, to which the
company made a presentation. The executive cabinet of the University collectively
agreed that this was indeed the solution for becoming an innovative institution, but that
they collectively did not have the authority to make a buying decision. It was staggering
to me that all of the decision-makers together could not choose to innovate. It comes back
to the point that Sally Johnstone and Hans Weiler each made, that the connection
between innovation and the decision-making procedures in organizations is often broken.

This is true not only in higher education. If you read Clayton Christensen’s book The
Innovator’s Dilemma, the private sector has this same problem. Organizational decision-
making structures always reflect successful decisions in the past, and are not optimized
for risk-taking. For this reason, I’ve been looking at Royal Roads University, up in
British Columbia. The province of British Columbia has two very successful and very
innovative e-learning programs, at Simon Fraser University and at the University of
British Columbia. However, they decided that they should create an entire new university
optimized for distance learning, as they felt that traditional institutions really could not
reform themselves to systematically take advantage of e-learning technologies. That may
very well be what the commercialization of higher education should teach us: that our
organizations are optimized to administer, not to manage or to lead, and that only new
institutions can truly innovate.

This leads directly to a consideration of the role of the faculty. In every presentation we
have heard, I think, the key problem with innovation is not about technology, and is not
about interesting new pedagogical models, but rather centers on who owns the issue of
the pedagogy and the content of instruction. It’s not the institution, it’s the faculty
member, the individual faculty member. It is striking that every single talk mentioned the
faculty, in the context of institutional control over both the content of teaching in the
classroom, and the social relationships surrounding teaching and learning. Can we
identify strategies by which faculty can be engaged in discussions about their role in the
changing pedagogy, and about the content, in a constructive, non-violent manner?
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Finally, it struck me that our four speakers used different vocabularies and different
conceptual models. I think that’s a very good thing to do in the initial stages, but it would
be awfully helpful if we could, collectively and over some reasonable period of time,
come to a common vocabulary and common understanding of problems. This might take
the form of looking at the projects and case studies that various institutions have engaged
in, and trying to assess their successes and failures, in order to present to decision-makers
some kind of a rational inventory of what the choices are, what the costs are, what the
possible benefits are, what the managerial strategies are, and so forth. That is, can we
begin to rationalize this in a way that actually helps people who are trying to implement
these changes?
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My first observation is that one of the major things that we’ve been asked to do is to
identify research issues in this area. But we also need to think about research
methodologies. What tools can we bring to bear to better understand what’s going on in
this world of e-business and e-learning? A subtext of this meeting is to attempt to
contribute to a social science of higher education. But there are real problems here. The
possibilities for traditional social science research are very limited. In particular, there is
no database that we can turn to, so perhaps getting better data on this whole subject is one
of the things that we ought to work toward. But right now, the kind of economic or
sociological research that many of us are used to doing is extremely difficult in this
sector.

Learning research is one relevant area of research. There’s a tremendous amount of
literature on teaching and learning, the psychology of learning, and so forth, but very
little of this seems to have been brought to bear on e-learning. To do that, obviously,
would be a major undertaking, so that is one of the areas that I think we might address,
and I hope we will. Other approaches have been suggested. Hans mentioned comparative
analysis; some of you have applied business models to higher education; organizational
analysis would be another approach. All of these things are useful; they tend to do what
good policy analysis should do, which is to bring an analytical framework to a body of
empirical material.

However, the problem in this area is finding out what is actually going on. Partly this is
simple empiricism, but then again maybe it’s not so simple. E-learning is a very fast
running experiment, and our task as scholars is to interpret the results of that experiment
as best we can. What this really means, then, is that we’re often in a descriptive rather
than a prescriptive mode. However, prescription—or policy guidelines—is the ultimate
goal.

So, in terms of policy prescriptions, or suggestions, let me just bring up two issues, two
macro-level developments in higher education. One is the knowledge revolution—not
only the great expansion of knowledge, but the expansion of knowledge industries, in
which more and more people are employed. The second issue is the privatization of
higher education that has been occurring. One effect of the privatization of higher
education has been to diminish the boundaries that formerly existed between non-profit
or public higher education and for-profit higher education. In part, the relentless attention
to performance measures, accountability in higher education, has helped to beat down
these barriers and put traditional educational institutions on the same playing field as for-
profit institutions. At the same time, privatization has allowed non-profit institutions to
venture into the for-profit realm. So it has worked both ways.
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The knowledge revolution has been, on the whole, very beneficial to universities. If your
business is creating intellectual capital, then the fact that expert knowledge is becoming
more vital and more valuable is certainly an advantage. But overall, tertiary education has
been expanding more rapidly than universities, and universities have been expanding
much more rapidly than their regular faculties. These developments reflect two different
forces. One is a centrifugal force—the expansion of tertiary education, the demand for
lifelong learning, and increased demand for university knowledge. And, of course, we
know that universities have taken advantage of these conditions, largely by spinning off
divisions or companies away from their central core. Because for the academic core, the
chief forces have been in the opposite direction, they’ve been centripetal. What has really
paid for universities over the last decade or two has been the cultivation of an intense
learning community, competing to have the best faculty, the best students, the best
facilities for research and learning.

Within tertiary education, then, a clear division of labor has evolved. We talked a lot
about that at the March meeting, and if anyone has not read the summary that Diane
produced, I highly recommend it.1 The problem with this division of labor comes from
the fact that the boundaries—between universities and community colleges and distance
education and e-learning—are contested. Competition is taking place where functions
overlap. The future division of labor will be determined in part by the economics of each
particular market segment, but in other respects, public policy is likely to play a very
important role. Decisions will be made about who pays and how they pay.  Will
government get involved in e-learning?  Will government provide financial aid for
students to take courses online?  These policies will have a tremendous effect on moving
those boundaries. The issue of intellectual property rights for courseware also has the
potential to affect how these boundaries are moved. State policies towards e-learning are
also relevant. Most states are looking at ways to deliver more higher education more
cheaply. The Western Governors University was one gambit. The Board of Higher
Education in Pennsylvania is now looking at distance education for the same reason.
Certainly, if states make major efforts in this area, they will have an impact on how these
boundaries change.

So, my main point is that these policies need to be addressed now rather than later. David
Breneman and I were talking this morning about the 1970’s, and how student-aid policies
opened the barn door to for-profit education, and we were never able to close that door
again. Thus, it is important to anticipate these issues, rather than rely on the kind of
empiricism that I talked about earlier, and to anticipate what is likely to occur, what the
likely consequences will be, and to make relevant arguments before the die is cast. To do
that, we need the overview of the whole relationship between e-learning and traditional
higher education that this meeting is meant to clarify.

My final point concerns the “mess” that Sally Johnstone referred to. What is the situation
within universities concerning the emergence of e-learning? Now, it seems, universities
are beginning to compete with themselves, and they don’t quite know what to do about it.
Something like this occurred at Yale College in the 1840’s, when they first established a
scientific school. Yale knew exactly how to avoid competing with the college. They
                                                          
1 See http://ishi.lib.berkeley.edu/cshe/projects/university/ebusiness/summary_032701.html
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specified in the laws for the scientific school that it was open to graduates or other
qualified students, “other than those enrolled in Yale College.” So it was open to
everybody except Yale students. Some universities have tried this approach to e-learning,
putting up a kind of firewall, but, in fact, it’s not working. It’s difficult to maintain; as
long as a university admits transfer credits from other institutions, it’s pretty hard to put
up a wall like that and make it stick.

E-learning has, in fact, already infiltrated traditional learning. Students in our doctoral
program are now taking statistics courses online. Statistics is a requirement; we don’t
care how they complete it, we’re not worried about variations in quality, we just want
them to understand statistics. Online courses are the most convenient way for many of
them to meet the requirement. The same thing is happening elsewhere.

What is the policy issue here? Well, colleges and universities are extremely hard pressed
financially, and they’re looking for ways to provide education more cheaply, just like
states are. So why haven’t they gone wholesale into providing online courses at a much
lower cost? For one thing, of course, they don’t know how to do it yet, and it’s not clear
that these courses actually cost less. But this might very well occur in the near future. I
want to make an analogy here, an analogy to the use of part-time faculty. We all know
that the current use of part-time faculty has grown enormously over the last couple of
decades. It is the private scandal in higher education that nobody likes to talk about. But
why have part-time faculty been substituted for full-time faculty in the delivery of
instruction? For several reasons: it’s been done incrementally, it’s very inconspicuous,
and it’s supported by the faculty departmental culture. Providing some courses more
cheaply allows universities to occasionally give an annual raise to the regular faculty, etc.
It’s a budgetary necessity. But, in offering courses by part-time teachers, no one raises
the question, ‘What works?’ No one asks, ‘Does this enhance learning?’ It is simply a
matter of, ‘This is the best we can do.’ At some point, I think, online courses are going to
cross this threshold and become a cheaper way to deliver higher education—the best that
institutions are able to do. And at that point, the substitution effect may become dramatic.
So here’s another area where we ought to recognize the issue and at least ponder the
consequences before it occurs, rather than afterwards.
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Hal Abelson:  I’m here as a representative from what might be called the ultimate niche
market, but I find that I’m a bit of a Luddite. I also spend a lot of time in business. I
coordinate MIT’s ‘Death Star Alliance’ with Microsoft, and I do a lot of consulting at
HP. There’s interesting jargon that happens in the business world; people use funny
words, like “e-learning” and “e-business.” I get a little scared when universities start
adapting that rhetoric because I worry that the rhetoric, as it so often does, will lead into
adopting business styles of thought.

Slide 1

This is one of my favorite quotes by Bruce Sterling, who likes to say, “Universities are
not in the business of producing intellectual property, they are in the business of
broadcasting free thought.” I hope we remember that, even though this is a very
complicated world and the issues we’re talking about at this conference are extremely
serious.

We have already discussed the importance for universities to proceed from a strategy, and
what we’re doing at MIT has the illusion of deriving from a strategy. We actually did a
five- or six-month full-time study with some people from McKinsey & Company,
looking at the Internet and telecommunications. When you do a study like this with
consultants, they have you start with a visioning exercise, and this is one of our visioning
exercises.

1

Universities, as institutions, pre-date theUniversities, as institutions, pre-date the
"information economy" by many centuries and"information economy" by many centuries and
are not for-profit cultural entities, whose reasonare not for-profit cultural entities, whose reason
for existence (purportedly) is to discover truth,for existence (purportedly) is to discover truth,
codify it through techniques of scholarship, andcodify it through techniques of scholarship, and
then teach it.then teach it.

Universities are meant toUniversities are meant to pass the torch ofpass the torch of
civilizationcivilization, not just download data into student, not just download data into student
skulls, and the values of the academicskulls, and the values of the academic
community are strongly at odds with those of allcommunity are strongly at odds with those of all
would-be information empires.would-be information empires.

Bruce Sterling,Bruce Sterling, The Hacker CrackdownThe Hacker Crackdown (1992) (1992)
































































































































































































