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Editor’s Overview and Contextualisation

This is a very expensive undertaking. And the whole business model depends on making a huge up-front investment rather than a business-to-consumer model of selling individual courses. I don’t know that anyone will ever do it again, and they certainly won’t do it the way that we did it. ―Richard P. Strubel, UNext’s president and COO
These are the prophetic words, spoken in April 2001 (and reported in a press article of May 2001), which close the report on Cardean University (written in October 2001) forming the core of this chapter. 

Cardean University is a start-up e-university. Unlike the Open University of Catalonia (UOC), the subject of chapter 7, it is private sector. Again unlike UOC, it has a consortium aspect in that it partnered with four prestigious US universities (and one in the UK, namely the London School of Economics). Unlike many recent e-universities (but it was more common at the time), it commissioned its own learning environment. 

Recent Developments

Rather little has been heard of Cardean in 2003–04, in fact from mid 2002 onwards. Numbers of students are not publicly stated but were believed to be around 750 MBA students in September 2003.
 Even if, as alleged, they come from 90 countries, the absolute numbers are not impressive. By April 2003 one third of the students were from outside the USA, as compared with only 16% (out of the 464) in mid 2002.

Nothing recently would change the analysis in the report which suggests that Cardean did not “catch the wave” like UOC (see chapter 7) and UMUC (see chapter 12). Indeed, it has rapidly fallen behind not only the major US players (UMUC, Phoenix, Jones, etc.) but also many of the mid-range players (increasingly based at well-regarded conventional public or private non-profit universities). 

On the positive side, UNext announced a partnership with the New York Institute of Technology in September 2003 (details in a later footnote). NYIT has substantial backing and plans to use the UNext platform to provide degrees to working adults worldwide; NYIT presently serves 1,100 online students.

On the negative side, UNext UK Ltd was dissolved in May 2003.

There are signs of stress evident – in particular, the reduction of the Cardean Web site to little more than a rump giving entry to the MBA programme, and a number of adjustments to materials suggesting an increased orientation to hybrid paper/online delivery at lowish data rates (see later footnotes). Even the arrangement for content development with a UK enterprise might be seen as part of a cost-reduction strategy.

The Cardean learning environment seems to be of limited functionality, and interestingly, Thomson/NETg did not follow up on earlier discussions to market this.

But hope springs eternal. In an article “New learning models under scrutiny”, the Financial Times reported on 2 March 2004 (http://news.ft.com/) that:

Last autumn, the New York Institute of Technology and UNext launched Ellis College of NYIT, an online school. Mr Rosenfield anticipates that the Ellis MBA, which uses much of the Cardean MBA material, will have 5,000-10,000 students in the next few years.

EducAsia

Since the main report did not mention this in any detail, and yet (successful) HE e‑learning activity in the Asian scene is clearly of great interest to many of our readers, we add a little more on this topic.

UNext founded EducAsia (http://www.educasiainc.com/) in early 2000, partnering locally to tackle the Asian market, including Korea (the Web site is available in Korean and there is an Asian offices in Seoul). Content partners are Cardean University and Thomson http://www.educasiainc.com/execgl/common/about/partners.aspx) 

EducAsia still exists today, selling many of Cardean’s standard courses (and four in Korean). Its goal is to deliver training programmes to professionals from leading global companies. The client list includes Samsung, Volvo, and Hyundai Motors – for more see http://www.educasiainc.com/execgl/common/client/. A subsidiary of EducAsia formed in 2001 is UNext Korea – very little information is available, but see the Educasia press release of 20 February 2003 about courses to 150 managers at Hyundai (http://www.educasiainc.com/execgl/common/about/news.aspx). Educasia also cites an interesting article in The Economist of 8 May 2003 about e-learning in Asia and specifically Korea (including some useful information about Cardean) – see http://www.economist.com/globalExecutive/education/executive/printerFriendly.cfm?story_id=1762562). 
The page http://www.educasiainc.com/execgl/common/programcourse/corporate.aspx gives a list of corporate programmes and is probably the best guide to what Cardean is currently offering – of course it is not clear how many of them come from Thomson; however the Global Mini-MBA is cited as coming from Cardean (with Stanford University and Columbia University) – co-branding in action? – see http://www.educasiainc.com/execgl/common/programcourse/program.aspx?id=MBA&lang=en-US.

On the downside, there do not appear to be any press releases since February 2003 about delivering courses and the 2004 public programmes are marked as “upcoming” (http://www.educasiainc.com/execgl/common/programcourse/public.aspx). 
Finally, the remarks about blended learning are relevant. “Read about our unique blended learning approach”, says the site (http://www.educasiainc.com/) – details are given at http://www.educasiainc.com/execgl/common/approach/coursestructure.aspx, they will be familiar to those universities used to e-teaching in Asia. 

1.
Introduction

Cardean University represents one vision of the role of the Internet in education. That vision is for-profit instruction exclusively via the Web, using high-quality content from prestigious universities, and delivered in an innovative manner. 

Since 1997, UNext and its subsidiary Cardean have presented the market with a distinctive approach. Created de novo from a reported $180 million dollars (£120.4 million) of investor capital, UNext is completely Internet-based, with no brick-and-mortar classrooms and no tenured faculty. It is seeking to develop a high-profile brand as a high-quality provider of content from elite institutions. It differentiates itself through the superiority of its pedagogy, which relies on tasks and problem solving to convey key concepts. To support the pedagogy, UNext dropped initial plans to use existing Lotus technology, and instead made a reported $20 million (£13.4 million) investment to develop its own proprietary technology platform.

With its distinctive market position, UNext is included in the eclectic group of for-profit education providers, a category that has seen rapid growth over the past decade. A study by the Education Commission of the States released in July 2001 showed that the number of four-year, for-profit, degree-granting colleges climbed 266%, to 194, between 1989 and 1999. During the same period, the number of public-sector colleges grew 3% to 613 institutions, and the number of private-sector, not-for-profit colleges grew 4%, to 1,536 institutions.

The most prominent institutions in this category include Apollo’s University of Phoenix
 and DeVry University,
 both of which have outpaced the stock market through 2001. Cardean differs from these companies in that it has sprung full-blown into the online market, rather than evolving from a brick-and-mortar base. In this sense, Cardean also provides an interesting contrast to a companion exemplar in online education, the longstanding University of Maryland University College.
 But the for-profit category also includes Harcourt University, which recently had its doors closed by acquirer Thomson; Hungry Minds, which was acquired in mid-August by John Wiley & Sons not for its distance-learning business, but for its For Dummies series of self-help books; and Pensare, which declared bankruptcy in the spring of 2001 after highly touted deals with Duke University and the University of Pennsylvania’s Wharton School. This category therefore also contains a string of failed visions.

It is still too early to know how much staying power UNext and Cardean really have. To be sure, they have had some notable successes, such as gaining degree-granting authority from the State of Illinois, and making a few big deals with the likes of General Motors and Thomson Learning. UNext’s going-in assumption was that it would derive staying power from its branding through partnerships, pedagogical approach, technology and focus on the corporate training market. Only time will tell. Yet as indicated at the end of the case, very recent developments suggest that major changes are in the offing. 

But whatever its ultimate fate, UNext provides an interesting platform for understanding issues around for-profits, the North American market, and what it takes to build a credible, Internet-based university. To the extent that HEFCE’s investment possibilities include for-profit institutions, UNext and Cardean offer useful lessons.

2.
Corporate Background

UNext, the parent company of Cardean University, describes itself as “a privately-held company dedicated to the development and delivery of advanced business education and training through the Internet. The company incorporates advancements in cognitive science and technology to provide individuals and corporations with the resources, abilities, and skills to build human capital”.
 UNext is itself a subsidiary of Knowledge Universe.

2.1
Knowledge Universe, Inc.

Knowledge Universe, Inc. (KU) was founded in 1996 by Michael Milken, Lowell Milken and Oracle CEO Lawrence Ellison. Michael Milken’s association with an education company attracted much press attention at the time, because Mr Milken is a former Wall Street financier who paid more than $1 billion (£669 million) in fines for securities law violations in the 1980s. It was assumed that his involvement would afford KU the advantages of both financial acumen and deep pockets.

Knowledge Universe is the parent of a variety of operating companies that have the common mission of “building human capital by helping individuals and businesses to realize their fill potential”.
 Its founding vision was to establish a family of companies that would fulfil an individual’s lifelong educational needs. 

KU is organised into two groups:

· Knowledge Universe Business Group (KUBG). These companies are targeted towards businesses and their employees, and include such services as testing, Web-based broadcasting, staffing and health information.

· Knowledge Universe Learning Group (KULG). These companies offer an array of products for consumers, such as interactive education products and Web sites for children and parents.

UNext is among the KULG. A comprehensive listing of KU companies is provided in appendix A.

Knowledge Universe revenues at the end of 1999 were £927.9 million, a one-year growth of 25%. Employees at the end of 1999 numbered 11,000, a 37.5% one-year growth.

2.2
UNext

UNext.com,
 headquartered in Deerfield, Illinois, was started in 1997 by Andrew Rosenfield under the umbrella of Knowledge Universe. (UNext dropped the dot-com suffix in 2000.) At that time, the venture was financed entirely by Knowledge Universe and was known as Knowledge University. 

In late 1998, Rosenfield left Knowledge Universe, and UNext was spun off with him. Knowledge Universe retained 20% ownership of UNext, but with no voting rights. The Knowledge University name was kept by Knowledge Universe, which had plans to use it for its own Web-based distance-learning venture, to be targeted towards individual consumers.

UNext remains a privately held company owned by its two principals, Andrew Rosenfield and Brian Freeman, and by passive investors Knowledge Universe, the Pritzker family (founders of Hyatt Hotels), and Claudio Haddad from Brazil. Other investors in UNext include the Thomson Corporation,
 BlackRock Financial Management, Putnam Investment Management, and Gleacher & Company. By early 2001, it had received $180 million (£120.4 million) in private funding. 

The officers of the company are:

· Chairman and CEO: Andrew M. Rosenfield

· Vice Chairman and EVP: Brian M. Freeman 

· President and COO: Richard P. Strubel

· VP and CFO: Unfilled, with recent departure of Patrick Keating

· President, Cardean University: Geoffrey M. Cox

3.
Cardean University

Cardean University,
 a wholly owned subsidiary, is UNext’s degree-granting online university. It is accredited by the Commission of the Distance Education and Training Council,
 which is listed by the US Department of Education as a nationally recognised accrediting agency. In June 2000, Cardean was authorised to operate programmes and award degrees by the Illinois Board of Higher Education.
 Accreditation is being sought from the North Central Association of Colleges and Schools.
 Cardean is now in the second year of that five-year process, and that accreditation will require Cardean to offer a broader set of MBA offerings. 

UNext and Cardean University have positioned themselves as the providers of high-quality business education based on sound pedagogy. Their primary audience is the corporate market. To succeed, they have partnered with elite universities for content, have made the Web their only delivery vehicle, and have developed their own technology platform. 

3.1
Market Position

In June 1999, Andrew Rosenfield, the CEO of UNext.com said: “We at UNext believe that the convergence of education and Internet technologies offers an unprecedented opportunity to create an entirely new learning environment in which world class education can be delivered without the traditional restrictions of time, classroom size and geographic location”. UNext’s target market was defined as “corporate training, continuing education, distance learning, and the international-student market”, a niche that Rosenfield called a “huge market”. Positioning itself as strictly business-to-business, UNext left the door open to making its courses available to individuals at some point.


A for-profit entity going after the corporate training market was fairly routine in that golden dot-com era, but three features distinguished UNext in the marketplace.

First, UNext’s strategy was to obtain content through high-profile agreements with prestigious universities. By 1999, UNext had negotiated contracts with Columbia University, Stanford University, the University of Chicago, the London School of Economics and Carnegie Mellon University to provide content. UNext’s academic credentials were further strengthened by the appointment of three renowned University of Chicago economists to UNext’s Board of Directors: Gary Becker, Jack Gould and Merton H. Miller.
 The Dean of the Chicago law school, Daniel R. Fischel, was also an investor. The top-drawer academic cachet has been a foundation of UNext’s competitive advantage.

Second, UNext came to market claiming a distinct advantage in its pedagogical approach. From the beginning, the company has boasted a staff with expertise in cognition, computer-interface engineering, Internet delivery and instructional design. This concern with pedagogy has led UNext to abandon an agreement to use IBM Lotus’ LearningSpace product, and to create software (reportedly costing tens of millions of dollars) that embeds their pedagogical approach directly into the software, thus better advancing its distinctive approach to learning.

Third, UNext is completely online. Unlike the University of Phoenix or DeVry, which developed an online presence from an established brick-and-mortar organisation, UNext courses and programmes were designed and created for e-learners, to be delivered exclusively over the Internet. 

3.2
Key Milestones

In January 2000, UNext opened a course production facility in Bloomington, Indiana. The operation started with four course teams made up of course developers, course editors, visual designers, Web designers, media developers and project managers, all of whom would interface with experts in pedagogy, interface design and instructional design in UNext’s Illinois office. Original plans called for the recruitment of 30 people, with plans to grow to 150 people. Salaries for the initial positions ranged from $50,000 (£33,400) to $120,000 (£80,300) a year. Bloomington was chosen for the site because UNext’s chief technology officer at the time, LoriLee Sadler, was a former faculty member of Indiana University’s Computer Science Department and served as chief scientist in the vice president’s Office of Information Technology. Tom Duffy, then UNext’s chief learning officer, was director of the Center for Research on Learning and Technology (CRLT) and a member of the university’s cognitive science faculty. Nearby Indiana University also hosts both a premier instructional design department and the CRLT, which studies the linkage of learning theory, pedagogy and technology. The Center has a strong emphasis on teacher training in primary and secondary education, and provides professional development opportunities for teachers “to see video conferencing in action; create digital video movies; receive instruction on developing Web-based classes; and determine the best way to integrate technology into their learning designs using these newly acquired skills”. More information can be found at http://www.crlt.indiana.edu/. 

By May 2000, UNext was testing its first courses with employees from commercial customers such as A.T. Kearney and Barclay’s Capital. The first cohort of 50 students could choose from four business courses. By May 2001, nearly 2000 students had taken UNext courses.

On 1 July 2000, Cardean University released its first 25 courses. At this time, the university had a staff of 500. According to the Times (London), UNext had already spent $80 million (£53.5 million) on the establishment of Cardean.

In July 2000, UNext hired Geoffrey M. Cox, a Stanford University vice provost, in the dual role of vice president for academic affairs and continuing education, and provost of Cardean University. This announcement came 13 months after UNext made the deal with Stanford. Cox later became the president of Cardean.

In early August 2000, John Buerkle, a former executive with Johnson Wax, was named the president of UNext International. Reporting to UNext president and COO Richard Strubel, Buerkle was reportedly chosen because of his “international business acumen”. His assignment is to develop and manage operating companies, joint ventures and alliances. The appointment signalled UNext’s aggressive plans to expand into the international arena.

In early March 2001, UNext announced that it was laying off 52 developers,
 of its full-time staff of 390 employees. The company announced that the lay-offs were in the “infrastructure development” portions of the company and were a response to the changing nature of UNext’s business. According to Andrew Rosenfield, the company plans to hire again in 12–18 months.

3.3
Pedagogy

Where some bemoan the inability of the Web to replicate a classroom environment, UNext differentiates itself precisely on that point. In a March 2000 interview, CEO Rosenfield emphasised that great research universities create knowledge, but lack experience in creating great long-distance courses. As a result, UNext has hired “some of the world’s most distinguished and experienced cognitive scientists, learning experts, learning professionals and psychologists, all of whom … are here to create a world-class system of pedagogy that used the Internet differently, imaginatively and productively to create educational experiences that don’t resemble in the slightest the way in which education is delivered in a facilities-based environment” (italics added).

UNext’s small army of psychologists, cognitive scientists and learning specialists certainly distinguishes it from business-education providers who throw content onto a Web page. UNext prides itself on its sound pedagogical approach. In the announcement about its deal with General Motors, for example, UNext defined its competitive advantage this way: “UNext is positioned to be a leader in the e-Learning boom by offering premium content through multimedia capabilities and interactivity of the Internet”.
 Born of – and oriented exclusively towards – the Internet, Cardean claims to understand the medium better than anyone else.

Cardean’s pedagogy is grounded in the late nineteenth-century educational philosophy of John Dewey, who believed that the most effective form of education was “learning by doing”. UNext applies this approach through the use of highly interactive and media-rich teaching methods, such as multimedia simulations, video clips, collaborative exercises, case studies, real-time online mentoring, and labs, with the goal of creating virtual learning communities. Cardean courses are highly interactive – with instructors (who are Cardean, not university, employees) and with other students – and are based on a problem-solving structure in which students are placed in various scenarios and required to solve a complicated business problem under a deadline. In a corporate finance class, for example, a student might play the role of a newly hired financial analyst for an energy company. Told to evaluate the investment potential of four oil fields (and to acquire the rights to only one), the student must decide whether to use internal rate of return or net present value in making his or her assessment. 

Courses and modules have an overall learning objective (e.g., to develop a branding strategy for a luxury hotel chain), and each problem is broken down into several tasks. The learning objectives are achieved when the student successfully navigates his way through the whole business problem presented. Students learn at their own pace, and are guided through the material by the UNext learning system. Progress is monitored by the class teaching assistant. Accompanying support materials – text-book chapters, interactive exercises, video clips and links to Web sites – include all the information a student needs to complete the task. The Cardean platform provides tools that allow constant revision and updating of course material, continuous skills assessment and tailoring of learning interactions to match students’ capabilities and learning styles. The courses also rely on interaction with other students and UNext instructors through e-mail message boards. 

Cardean has made this case-based method of teaching an integral part of all their courses for two reasons. First, it believes this to be a proven and effective method for teaching, enabling the company to take full advantage of multimedia technology via the Internet. Second, Cardean felt it had to develop a high-quality teaching approach that would be recognised as such by potential university partners who zealously guard access to their brand names. Cardean designed its pedagogy in consultation with its faculty advisory boards and partner institutions. 

At its Illinois facility, Cardean has created a course test centre to pilot courses. Students are videotaped taking the courses to evaluate both the quality of the technology support as well as the clarity of the assignments. The UNext technology platform also enables employees to monitor how students use the support material that is provided with a course. This gives Cardean insights into which materials the students find most useful. The technology enables students to learn at their own pace and with their own learning styles. Some students will jump right into solving the problem sets presented in a case, while others will work their way through background materials and exercises. UNext teaching assistants monitor student progress and coach students when they get bogged down. Students are graded based on an assessment of their assignments and on participation in online discussions. 

Consistent with its emphasis on learning theory, UNext courses have undergone a comprehensive testing process and are constantly re-evaluated for quality content and efficacy. In May 2001, Training Media Review, “a leading source for media-based training evaluations”, awarded Cardean University good reviews for its online courses. Cardean courses, which received an overall rating of four stars, were evaluated for content, learner interaction, ease of navigation and faculty response. 

3.4
Technology

UNext has tied the success of its pedagogy to its technology platform. When UNext started, it had planned to utilise off-the-shelf technology. After reviewing a number of commercial platforms, including WebCT and Blackboard, it determined that neither would support its needs. In June 1999, it announced an alliance with Lotus Development Corp. to deliver Cardean’s business-education courses via Lotus LearningSpace, software for conducting and managing learning over the Internet. In the press release, Donald Norman,
 president of UNext.com Learning Systems, said that Lotus was chosen because of its “flexibility, customizability, and unique collaborative features”.
 

Less than a year later, however, UNext was developing its own course platform completely tailored to its needs. The cost of developing the system has not been released, but one source estimates it to be tens of millions of dollars. The system allows students to form collaborative learning communities, utilising synchronous and asynchronous communication. Key features of the system include:

· The ability to supports the case method of teaching.

· The organisation of supporting materials in learning paths, enabling the student to delve deeper into a particular topic.

· An ability to insert such media as text and video.

· Structured chat rooms to facilitate discussions with classmates and teaching assistants (TAs). A TA can monitor the chat rooms for classes and comment both publicly and privately to individual students.

· An ability to monitor student progress with problem sets and with the use of background and support materials. The intent is to enable the TA to identify a student who is falling behind the class and understand how he or she has utilised the supporting materials. The TA can then refer the student to particular exercises to help with the troubling concepts.

· An ability to track the completion of assignments and grades.

UNext has just struck a deal to license its technology to Thomson, although it is not yet clear how this partnership will play out or what Thomson hopes to get from the arrangement. In an interview conducted before the Thomson deal, a UNext executive stated that they had had multiple discussions about licensing, but had come to the conclusion that Cardean did not want to become a software vendor.

3.5
Programme Offerings
 

Cardean University provides online business education to large corporations in the areas of accounting, finance, marketing, international business and other parts of a standard business curriculum. According to Red Herring magazine in February 2001, UNext has spent $30 million (£20 million) to build the curriculum.
 

Cardean offers two kinds of courses. Mastery courses provide in-depth and problem-oriented, MBA-level instruction. Courses are grouped into “suites” of four courses each, with examples ranging from Data Mining to Managing Innovation to Financial Accounting. Mastery courses are shortened for “Internet time”. A semester-long class at a university is typically broken down into four or five UNext courses, and each course is broken into a series of tasks, each of which has its own objectives. Students take classes in cohorts, entering within a week of each other and expected to finish in six weeks. 

For a Cardean MBA, a student needs to complete 45 credits. Each Mastery course is worth one credit. A Mastery course suite, which Cardean claims is equivalent to the content covered in a traditional semester-length course, is typically made up of three-to-five courses (see appendix C). The 45-credit curriculum is divided into:

The Required Core Curriculum (18 credits)

· Financial Accounting (4)

· Corporate Finance (3)

· Principles of Marketing (4)

· Leading and Managing Organizations (5)

· Effective Communication (2)

Supplemental Core Curriculum (7)

· 4 credits from the Strategy and Economics Suite

· 3 credits from the Analysis and Control Suite

Electives (20)

· Students can choose individual courses rather than take entire suites

This is entirely a Cardean-based structure and not related to requirements at the six other institutions. The Cardean MBA programme launched in August 2000, and by December had enrolled 400 students.

As it went to market, however, Cardean found that companies were more interested in shorter training courses. As a result, in late 2000, it started offering Quantum courses, which are intended for learners who want to improve specific skills. Requiring only a few hours to complete and a commitment of two weeks (compared to six weeks for the Mastery courses), Quantum classes do not receive credit towards a Cardean degree. Examples of shorter courses are Learn to Speak Accounting, Shakespeare’s Lessons for Business Leaders, and Understanding Internet Technology. Quantum courses are more attractive to corporate buyers because tuition can come from the more accessible training budget, rather than from the tuition reimbursement budgets that pay for degrees – and for Mastery courses. Complete lists of current and planned Quantum and Mastery courses are presented in appendices B and C.

Over the near term, UNext is focussing on these shorter courses. Geoffrey Cox, UNext’s chief academic officer has said, “The greatest demand is not for the degree programme in the corporate marketplace. And we don’t know yet whether individuals will seek online MBAs”.

Increasingly, too, Cardean is also being called upon to create custom course material for its corporate clients that address industry-specific issues of importance to the client. UNext’s contract with General Motors is reported to include the creation of several customised courses specific to GM. Cardean is also seeking ways to combine its online courses with on-site offerings. For example, Cardean may offer its Quantum Get the Net course as prerequisite work for an on-site programme at Columbia.

In July 2001, Cardean announced the development of new Quantum courses related to law and business, including a focus on contracts, workplace rules and intellectual property. Significantly, these courses are being developed with the assistance of individual professors from the Harvard Law School, not through its university partnerships. Although the terms of the agreement were not announced, it is safe to assume that each professor is being paid significantly less than the reported $20 million (£13.4 million) paid to each university for access to its faculty.

4.
Partnerships

UNext has staked its market position on the quality of its pedagogy and content. The pedagogy is based on its own approach to instructional design and on the ability of its home-grown technology to deliver a distinctive kind of educational experience. The content is derived from its prestigious university partners: Columbia Business School, Stanford University, University of Chicago Graduate School of Business, London School of Economics and Carnegie Mellon University.
 

4.1
Universities as Content Providers

Financial details of the relationship between UNext and its university partners have not been publicly disclosed,
 and it appears that each university has struck a slightly different deal. Generically, however, all of the partnerships are structured in a similar way.

· UNext pays universities in return for receiving help from selected and willing faculty members to produce courses or short lessons. The money goes to the universities, which then compensate the participating faculty members under terms each institution devises. 

· Each institution “expects” a revenue stream of $20 million (£13.4 million) over five-to-eight years. Should UNext go public, the universities could convert the royalties into stock. The universities collectively could have a 20% stake after the IPO. (To date, none of the universities reportedly has taken an equity position in UNext.) Each university receives limited rights to use the courses they and the other institutions help to produce, as well as the underlying technologies to deliver them.

· UNext has right to use the institution’s name and logos “in a mutually agreed upon manner”.

· Students do not receive credit or degrees from the participating universities, nor do they have contact with faculty from those institutions. Instruction and facilitation are done by UNext staff who are expert in their disciplines, but who are not necessarily associated with an academic institution.

The Columbia University Business School in New York City, in 1999, was the first university to sign on with UNext. Columbia underwent an eight-month negotiation process with UNext to reach an agreement on course content and the use of the Columbia Business School logo. Under the agreement, Columbia identified the modules to be distributed through UNext, although early plans were to focus on accounting, finance, management and marketing. As a founding partner, Columbia also has the right to one seat on the UNext Board. Terms of Columbia’s agreement also stipulate that the university will receive 5% of UNext’s revenues in cash or stock options and will be paid $20 million (£13.4 million) if the venture fails. Columbia also has the right to veto partnerships with other universities that do not meet Columbia’s standards. It is thought that Columbia obtained a good deal because it was the first university to sign on. The university has said that the income stream and the potential equity stake will go into increasing Columbia Business School's endowment. 

In June 1999, Stanford announced that it would become UNext’s fourth partner, following Columbia, the University of Chicago, and the London School of Economics. The deal was announced by Geoffrey Cox, at that time the vice provost for Institutional Planning, Learning Technology and Extended Education. Kenneth J. Arrow, a Nobel Prize-winner in economics and professor emeritus at Stanford, is on UNext’s academic advisory board. As with the other universities, the agreement calls for Stanford professors to work with UNext staff to develop the courses. Students enrolled in these courses do not receive Stanford credit, nor do they have direct contact with Stanford professors. UNext will pay Stanford directly for the services of the faculty and will receive rights to use the Stanford logo. Courses will be targeted at corporations with students overseas, and will not compete with Stanford’s existing offerings. At the time of the announcement, it was thought that the Stanford faculty most likely to co-operate in the venture would be from the School of Engineering, in areas that complement a business curriculum, such as operations research and engineering economic systems. The university’s relationship with UNext does not forbid it from engaging in other partnerships or continuing its own distance-learning initiatives (e.g., the Stanford Center for Professional Development).

The universities’ relationships with UNext are not exclusive, i.e., they do not bar any of them from entering into agreements with other for-profit companies. In May 2000, for example, Columbia University signed a deal with Cognitive Arts to put courses online by autumn. Columbia will also be creating Columbia Continuing Education Online, which will be a part of the school of arts and sciences. Courses are being created in psychology and economics, as well as in business and professional fields. These courses will be similar to UNext’s in that they will have similar problem-solving formats. But unlike in courses taken through Cardean, students will get Columbia credits.

4.2
Role of Faculty

The course-creation process involves faculty providing the core content and concepts for the courses, and passing them on to UNext instructors who design specific learning exercises. The faculty members then do the final review of the course. In some cases, courses only acknowledge that the course was “developed with” the professor. So much for the “star” status that the broad corporate-sponsored exposure was supposed to promote.

The professors from these institutions who develop courses have no direct contractual relationship with UNext. UNext contracts with the university, which in turn makes individual arrangements with professors about participation and compensation. Professors are not compelled to provide content, but some universities provide special incentives to participate. At the University of Chicago’s Graduate School of Business, for example, the school considers involvement to be fulfilment of teaching obligations, for which the professor receives compensation or release time.

Faculty reaction seems to have been mild. The major exception was at the University of Chicago, where professors objected to administrators “with dollar signs flashing in their eyes”
 allowing profits to drive the institution. More specifically, some professors protested the association with Michael Milken because of his previous legal difficulties. Officials at UNext responded that Milken plays no active role in UNext. Others took exception to the fact that the president of UNext (which is based in Illinois) is also a trustee of – and is profiting from his relationship with – the University of Chicago. In response, university administrators established a faculty committee to review the deal. In the end, the committee recognised the risks, but recommended proceeding with the deal because the university decides how its name is used and the university can withdraw from the deal if it proves unsatisfactory. Besides, the money is good.

The concerns raised at Chicago were not replicated at other institutions, where the deal was either ignored or well received. Quotations in the press would indicate that people at Columbia and Stanford are happy because it puts money in university coffers. At the time of the deal with Stanford, Geoffrey Cox, the university’s vice provost, was reported to have said: “We were impressed with the people from UNext. They seemed to really understand the interests of the university in formulating their whole approach to this sort of thing. They’re largely people who’ve worked in research universities and have a good appreciation for how the faculty care to work”.
 As mentioned earlier, Mr Cox is now the president of UNext.

4.3
Is It Working?

UNext has clearly sought to differentiate itself through its relationship with elite institutions. But is the content provided by professors from Columbia or Chicago that much more superior, and of more value to consumers? It is hard to say, but the large number of people enrolled at the University of Phoenix Online suggests prestige is not a great motivator. It is also not known whether the price differential between an MBA from Phoenix ($22,480, or £15,035) and from Cardean ($30,000, or £20,065) will move people to spend more for greater cachet. 

The association of prestige is clearly more important to corporate customers. In the press release announcing the partnership with Thomson, Thomson President and CEO Richard J. Harrington said, “UNext’s depth of content, delivery infrastructure and relationships with elite schools make it a natural partner for Thomson in the corporate and academic distance learning markets”.
 According to a salesperson at UNext, the association with prestigious universities gives Cardean “automatic credibility”.
 That does not, however, close the deal, and the strongest selling points are the content and the application of that content in an engaging, rich and pedagogically sound set of problems and tasks. In the corporate world, cachet counts, but it is not decisive.

It also remains to be seen how the university partnerships play out. Without knowing the exact terms of the deal, the universities could either become disillusioned with the payout or equity opportunities (and potentially pull out), or be bound to UNext in a set of “golden handcuffs”. Depending on how UNext plans to refresh content, the relationships with the universities may become less important as the company feels the pressure to reach profitability. Having reached a critical mass in course development, UNext may feel that it is less dependent on its partners, and their interests may diverge. As we shall see later (section 6), there are some indications that the deals may be renegotiated.

4.4
Corporate Partnerships

Two major partnerships have been announced in 2001.

On 1 March 2001, UNext announced that The Thomson Corporation had made a strategic investment in UNext, and that the two companies plan to explore a range of opportunities involving distribution, content and technology for online education and training. Thomson’s president and CEO was also given a seat on the UNext Board of Directors. Under the original agreement Thomson will assist in the distribution of UNext courses. According to Rosenfield, “This partnership … will help us reach businesses throughout the world”. Thomson may provide content for courses in the medical, legal and financial areas. In return, UNext expects to license its learning administration systems and technology platforms to Thomson.
 

As noted later, however, Thomson’s eventual $38 million (£25.4 million) stake in UNext has given it a wider role, and there is speculation that Thomson, if it doesn’t buy UNext, will certainly play a more active role.

Then on 10 April, UNext and The Open University of the UK announced an initial collaborative effort: a year-long pilot project to offer UNext’s online courses to the Open University Business School’s (OUBS) 8,500 MBA graduates. The two companies will also jointly develop innovative courses. The first course to be offered is Get the Net, a suite of five, two-hour online courses that explain the Internet and issues in e-commerce. The first co-developed course will put online a part of OUBS’s MBA course Managing Knowledge, which is studied by 1,600 students a year.

5.
The Market

Cardean has managed to secure a number of large corporate customers, and it has firmly established itself as a contender among the for-profits. 

5.1
Customers

Like many of its competitors, Cardean is seeking to establish long-term relationships with large corporations. As of June 2001, UNext has provided education and training to over 40 corporations, including:

· Barclay’s PLC

· AOL Time Warner 

· Bertelsmann 

· IBM

· A.T. Kearney

· Singapore Technologies

In April 2001, UNext announced a four-year agreement with General Motors to offer Cardean University’s Mastery courses and online MBA to 88,000 white-collar workers through General Motors University. As part of the four-year deal, GM will receive warrants to buy an undisclosed equity stake in UNext. GM expects to save $4 million (£2.7 million) annually on its $30 million (£20 million) budget for executive-level courses and degree programmes. Other features of the deal include: courses will be in English only; GM will pay on a per-student, per-course basis; and some courses will focus on the automotive sector and will include courses custom-built for GM.

As UNext continues to establish its market presence, plans to expand its services include:

· Greater efforts to target individuals and universities.

· A programme called Get to Work, in which college students approaching graduation can take courses that introduce them to basic business concepts. Costing about $1,000 (£670) the programme would be targeted at liberal arts majors who want to go into business.

· Consulting services to corporations, advising them on their training programmes.

Cardean is interested in two overlapping markets. First, it is seeking to expand its presence in large corporations that can provide the volume required to recoup the huge investment. Second, Cardean wants to expand in Asia and Latin America, where there are fewer indigenous and foreign competitors, and where the cost of building brick-and-mortar business schools is prohibitively high. According to investor and Nobel Prize-winner Gary Becker, “As they modernize their economies, countries like China and India could turn out to be the biggest markets we encounter”.

For all of its plans, UNext has a very small sales force, consisting of fewer than 15 people scattered in Chicago, New York, San Francisco, Paris, Singapore and London. This is in contrast to, for example, NETg, which reportedly has 200 salespeople. Chief operating office Strubel says that the sales cycle takes longer than expected since it takes several months for prospects to put people through trial courses.

5.2
Competition

UNext’s focus on the corporate training market ensures that it will have considerable competition. According to Hoovers.com, which is part owned by Knowledge Universe, UNext’s chief competitors are Apollo Group (which runs the University of Phoenix), SkillSoft and SmartForce.

 Yet according to WR Hambrecht + Co, an investment firm, UNext’s chief competitors include a broad array of training companies, content providers and universities: Pensare, University Access, Cognitive Arts, Teach.com, Apollo Group, SMGnet, SkillSoft, KnowledgePlanet.com, Ninth House Network, NYU Online, Jones International University, Capella University, DeVry and Caliber Learning Network.


The current leader in this market is the University of Phoenix, which is owned by the publicly traded Apollo Group. Phoenix, in business since 1978, has 72,000 students at 132 campuses and “learning centers” in 34 states, Puerto Rico and British Columbia. With 18,500 online students in early 2001, the institution has twice as many students as its nearest for-profit competitor, Jones International University. Between 1997 and 2001, online revenues have increased at a compounded rate of 36%, and online enrolment has grown at 47% since 1998. During the first nine months of 2000, the University of Phoenix Online operating margins have risen 27%.
 

Cardean is betting that the content provided by its prestigious partners and its sound pedagogy will provide it with a competitive edge. Using branded content from first-class universities enables Cardean to compare itself to elite institutions, but at a competitive price. Tuition for an online MBA from Duke University’s Fuqua School of Business costs $71,000 (£47,500) while Cardean comes in considerably cheaper at $30,000 (£20,065).

Yet Cardean is the most expensive of the online MBAs. The following table, taken from the February 2001 issue of Red Herring, compares Cardean with other for-profit competitors. (On the next page.)
TABLE 1  Comparison of Cardean to For-Profit Competitors

	University
	Ratio of online students to faculty
	Cost of an online MBA
	“The Herring Take”

	Apollo Group/University of Phoenix
	18,500/1,400

(13:1)
	$22,480 (£15,035)
	Impressive market valuation at $2.8 billion (£1.9 billion). But critics call it a diploma mill.

	Capella Education/Capella University
	2,700/200

(13.5:1)
	$16,250 (£10,868)
	400 online courses, but low enrolment.

	DeVry/Keller Graduate School of Management
	1,000/100

(10:1)
	$24,480 (£16,373)
	Brand is well known. But known for blue-collar training.

	National Technological University
	400/varies
	$22,500 (£15,048)
	Offers engineering and technology classes from more than 50 universities.

	UNext/Cardean University
	1,000/350

(3:1)
	$30,000 (£20,065)
	Impressive list of university partners, but huge investment in courses leaves narrow margin for profit.


Source: Red Herring, 25 February 2001.

6.
Is Cardean a Long-term Player?

With the bloom off the dot-com rose, some people are questioning the strategy and staying power of a pure-play online university. The answer largely depends on how accepting the market is of Cardean’s three differentiators:

· As a provider of high-quality content drawn from elite universities.

· As a purely Web-based provider of education.

· As an innovator in pedagogy based on multimedia and interactivity.

Is it working?

6.1
There is Scepticism

The 4 May 2001 edition of the Chronicle of Higher Education carried an article entitled “Rich in Cash and Prestige, UNext Struggles in Its Search for Sales”.
 The focus was on UNext’s high burn rate and the growing scepticism about its viability. To be sure, UNext has burned through a lot of money. A January 2001 Fortune magazine article estimated that UNext spent $120 million (£80.3 million) in its first three years. The article also quotes CEO Rosenfield as saying that to break even, he may need to burn through $70 million (£46.8 million) more, and is willing to do so.

The article from the Chronicle also contained a number of quotations from people who have been following or involved in the UNext story. Many were sceptical. Gregory Jackson, the chief information officer at the University of Chicago, who was involved in the UNext negotiations, commented on the difficulty UNext has had selling sufficient volume of courses to large corporations. “They have had real trouble finding major buyers like that, and have had to augment by finding smaller buyers as well…. They are burning capital at a really rapid rate”. And Frank Newman, a former president of the Education Commission of the States and now a professor at Brown and Columbia is quoted as saying: “I think there is definitely a market for an executive business programme. But whether UNext has the right format is another matter entirely. I’m a little sceptical at the moment, although I think they are very smart people”. Brown believes that the most successful online ventures have been built bit-by-bit rather than as a full-blown programme. And Trace Urdan, an analyst at WR Hambrecht + Co,
 called UNext “an overly funded private company that is dealing with the realities of the private market”. This is in marked contrast to Hambrecht’s statement of a year earlier: “While the Company currently targets the B2B market, it plans to sell classes to the consumer markets in the future and to expand its course offerings beyond business education…. UNext’s global strategy, branded content, and scalable business concept should allow the Company to garner market share quickly, once it has ramped up its operations”.

6.2
On-going Challenges

UNext has staked out a high-quality, high-cost position in the market. Its approach to course development has, to date, been labour intensive and costly. It has tried to vertically integrate all segments of the educational value chain, from content development through delivery. Moving forward, Cardean will need to both increase its enrolments and bring down its costs. Early courses featured a higher ratio of TAs and support staff to students than the company can support in the long term. It must now find ways to have its TAs support larger numbers of students. It must find ways to leverage its experience to create courses more rapidly and at a lower cost. It must become adept at customising courses for a particular corporate client.

The biggest expenses in the development of courses are the payments to the university partners and internal labour costs. Financial details of the university partnerships have not been revealed, but if it is true that each university can expect to receive $20 million (£13.4 million) over five-to-eight years, this is a $100 million (£66.9 million) commitment. In addition, each multimedia course is said to have cost $1 million (£669,000) to develop. The cost of creating a course has dropped “considerably” over the past year, but the equivalent of a one-semester course can still cost as much as $700,000 (£468,200). 

But Cardean cannot afford to control costs at the expense of quality. Much of its competitive advantage is tied to retaining a reputation for quality. Any significant lapses in quality will run the risk of alienating its university partners, who will not stand by and watch their own brand equity be diminished by Cardean’s actions.

The choice of pedagogy led UNext and Cardean down the path of developing an expensive technology platform. Looking to the future, it must determine if it can leverage this successfully in other potentially lucrative markets such as continuing medical education. Cardean must also decide if – and how aggressively – it will pursue the individual, as well as the corporate, market. These are two very different markets that require different sales approaches and support organisations. Growing both markets at a time when investors are increasing the pressure to reduce cash flow will be difficult, especially with UNext’s already minimal sales force. 

6.3
Recent Developments

During August 2001, several news reports were made that cloud Cardean’s future.

First, on 7 August, the Chronicle of Higher Education reported that UNext was seeking to renegotiate its contracts with its university providers. While details were not forthcoming, an official at Stanford University said that the change was being sought to enhance UNext’s “continued ability to raise financing”. In response, a spokesperson for UNext said only that this was a “very difficult period” in which to raise financing and that the university partners continue to “believe in what we’re doing”.
 It is perhaps significant that UNext is seeking these changes at the same time, as noted earlier, that is has contracted for course development with noted scholars outside its institutional partnerships.

In a second development, speculation was raised that Thomson is considering buying UNext, or at least increasing its level of involvement in UNext affairs. Thomson has invested $38 million (£25.4 million) in UNext and has pledged an additional $18 million (£12 million) in credit that would be convertible to stock at Thomson’s option. A Thomson Learning spokesperson stated that “There aren’t any firm or final decisions about what Thomson’s relationship with UNext will be”.
 Thomson has repeatedly said that it does not want to be in the education-delivery business, and in fact quickly moved to close Harcourt University when it recently acquired ownership of that start-up institution. Some analysts have suggested that Thomson is interested in UNext’s technology as a platform for the distribution of its own content. On 19 August, Thomson announced that it was investing $25 million (£16.7 million) in Universitas 21 Global, a consortium of 16 universities that is targeting Asia and Latin America.
 

In early September, UNext laid off 135, or 42%, of its 325 employees. Press reports cite Jennifer Karras, a spokesperson for UNext, who said that the company needed to act in “fiscally conservative manner because of the weaker economy and difficulties in raising venture capital”. She also confirmed that it may need to ask participating universities to restructure their agreements with UNext.

Although the market is still playing itself out, it appears that the timing of Cardean’s development was a critical enabler of its strategy. UNext had the fortune of securing much of its investment capital during the heyday of the dot-com craze, when the Internet promised to change everything, a credo that fewer and fewer people are inclined to believe. 

Are UNext and Cardean worth emulating? Is a pure-play Web university an investment that HEFCE might consider? Calling the course creation process “highly people-intensive”, Richard P. Strubel, UNext’s president and COO has said: “This is a very expensive undertaking. And the whole business model depends on making a huge up-front investment rather than a business-to-consumer model of selling individual courses. I don’t know that anyone will ever do it again, and they certainly won’t do it the way that we did it”.

Appendix A: Knowledge Universe Companies

Contact Information

3551 El Camino Road, Suite 200
Menlo Park, CA 94027
650-549-3200
http://www.knowledgeu.com/ 

Officers

· Michael Milken, chairman.

· Steven B. Fink, vice chairman; chairman and CEO, Nextera.

· Lowell Milken, vice chairman.

· Gregory J. Clark, vice chairman and chief technology officer.

· Thomas Kalinske, president and director.

KU Investments

· Online companies

· Hoover’s, Inc. is a Texas-based company that provides information on companies, industries, people and products. Hoover’s Online boasts “the largest pure business audience on the web”, but also derives income from licensing its content and tools through such distribution partners as AOL Time Warner, Bloomberg, Dow Jones, Microsoft, Reuters and Yahoo! Knowledge Universe has a minority (7%) stake in Hoover’s, with other owners including AOL Time Warner (17%) and Media General (15%).

· Oncology.com is a site that provides information on cancer.

· Day care and childhood-learning companies (e.g., Nobel Learning Communities)

· Established in 1995, LeapFrog
 develops innovative learning products and toys for children from pre-school through K-12. LeapFrog merged in 1997 with Knowledge Kids Enterprises, Inc., a subsidiary of Knowledge Universe. Between 1995 and 1999, LeapFrog’s product line has grown from 2 to 42 products, and revenues during the same period increased from $3 million (£2 million) to over $71 million (£47.5 million). 

· k12
 is a complete Internet-based elementary and secondary school

· Knowledge Learning Corp.
 provides early childhood education to 25,000 children at more than 300 community-based (225) and corporate-sponsored (75) centres in 24 states. 33,000 children attend these centres, which operate under such brand names as Children’s Discovery Centers and Knowledge Beginnings.

· Services companies that provide online training and business consulting

· Nextera Enterprises, Knowledge Universe’s single largest segment, is an information-technology consulting company that specialises in e-commerce applications. 

· Productivity Point International
 provides a variety of learning services – e-learning technology, content, classroom instruction, certification programmes and customised training – to corporations, government agencies and individual consumers. The company’s focus is on technical training, with certification offered in Microsoft, Novell, Lotus, Java and XML. Services are also offered for proprietary system roll-outs, curriculum development and help-desk support. Productivity Point claims to have trained more than 6 million workers.

· TEC Worldwide
 provides learning and business services to more than 7,000 CEOs of small- and medium-sized businesses in 10 countries on six continents. TEC customers total more than $175 billion (£117 billion) in annual sales and employ nearly 1.5 million people. 

· Knowledge Planet
 was created in late 1999 through the merger of four companies in the e-learning industry: KnowledgeSoft, Knowledge Universe Interactive Studio, Kobixx Systems and MindQ. KnowledgePlanet offers a suite of Web-based applications that aligns workforce performance with business strategy; it provides professional services that help improve time-to-market with new product launches, reduce regulatory risk for non-compliance in certification and continuing education, and implement e-business initiatives. The primary company model is based on application service provider hosting and per-user subscription pricing.

· eMind.com
 (formerly Yipinet) sells 1,200 online self-study courses to business clients in the financial services industry. In 2000, eMind had 75 corporate customers, with a potential “student” base of 250,000 employees. The curriculum includes courses in accounting, insurance, securities, banking, information technology and personal development. Courses are developed internally as well as licensed from the American Institute for Chartered Property Casualty Underwriters and the Insurance Institute of America. Plans include growth to 200 corporate customers and expansion into the health-care and retail sectors.

· Knowledge Testing Enterprises,
 based in California, focusses on testing and assessment. Among its products and services are test libraries, hot links from skill gaps to training opportunities, and self-administered online tests.

· UK-based Spring Group plc provides temporary and permanent workers, primarily (70% of sales) in the information-technology area. Almost 50% owned by Knowledge Universe, Spring had 2000 sales of £396.1 million, a 5.4% growth over the previous year, although its net income was -£7.2 million. Spring operates from more than 200 locations in the UK and Europe and plans to expand into the USA and Asia.

· MSHOW.com, “a company focused on fundamentally changing the way people communicate with one another”, provides interactive presentation services.

· UNext.com LLC, which includes Cardean University

Although KU has actively acquired companies, it has also divested itself of holdings. In May 2001, KU sold Teacher Universe, Inc., a provider of K-12 science-curriculum resources, to Riverdeep Group plc of Dublin. Under terms of the agreement, Riverdeep paid KU $1 million (£669,000) in cash, assumed certain liabilities, issued 500,000 new American Depository Shares and “contemplates” an earn-out tied to the future issuance of shares based on future revenues. The agreement also envisions the active co-promotion of Riverdeep and KU products and services.

Appendix B: Cardean’s Quantum Courses

Quantum Courses

Cardean’s Quantum courses provide a short, “focused, high-impact” learning experience on a variety of business topics. The courses take less than two hours to complete. Bundled into course suites, each suite costs $380 (£254).

TABLE B.1  Cardean’s Quantum Courses

	Skill area
	Course suite
	Availability

	e-Commerce and Internet
	B2B e-Commerce
	Now available

	
	Developing Internet Business Strategies
	Now available

	
	Effective e-Marketing
	Coming soon

	
	Get the Net
	Now available

	
	Internet User Experience
	Coming soon

	
	Introduction to Online Privacy
	Now available

	
	Protecting Your Business: e-Law Basics
	Coming soon

	
	Understanding Internet Technologies
	Now available

	Leadership and Management
	Change Without Pain
	Now available

	
	Leading Virtual Teams
	Coming soon

	
	Managing Interpersonal Conflict and Group Dynamics
	Now available

	
	Managing Teams for Better Performance
	Coming soon

	
	Negotiating for Business Success
	Coming soon

	
	Shakespeare's Lessons for Business Leaders
	Now available

	Strategic Management
	Why Go Global? 
	Coming soon

	
	Understanding Competitive Strategy
	Coming soon

	Best Practices
	Managing Multiple Projects
	Now available

	
	Managing Quality
	Now available

	Functional Competencies
	Creating Effective Marketing Plans
	Now available

	
	Developing and Managing Brands
	Now available

	
	Learn to Speak Accounting
	Now available

	
	Learn to Speak Finance
	Coming soon

	
	Learn to Speak Information Technology Strategy
	Coming soon

	
	Learn to Speak Marketing
	Coming soon

	
	Understanding Financial Statements
	Coming soon

	Industry Competencies
	Information Rules: Business Strategy for the Information Economy
	Now available

	
	Lock-In Strategies for the Information Economy
	Coming soon

	
	Managing Complements in the Information Economy
	Coming soon

	
	Network Effects in the Information Economy
	Coming soon

	
	Pricing Decisions for the Information Economy
	Coming soon

	
	Understanding the Basics of Capital Markets
	Coming soon

	Planned Courses
	Budgeting for the Non-financial Manager
	

	
	Creating and Managing Strategic Alliances
	

	
	Cross-Cultural Communications
	

	
	Effective Presentations
	

	
	Generating Results Through Motivation
	

	
	Knowledge Management
	

	
	Managerial Accounting
	

	
	Managing the Supply Chain
	


Appendix C: Cardean’s Mastery Courses

Each Mastery course takes about 25 to 30 hours to complete within a six-week period. Each course is considered by Cardean to be comparable to a university-level course. The list price for a Mastery course is $500 (£334).

TABLE C.1  Cardean’s Mastery Courses

	Course suite
	Course title
	Availability

	Financial Accounting 
(Developed with Columbia Business School)

	Assessing Profitability
	Now available

	
	Assessing Risk
	Now available

	
	Assessing the Quality of Accounting Information
	Now available

	
	Assessing the Profitability of Operations
	Now available

	Effective Communication
(Developed with U of Chicago)
	Writing Essentials
	Now available

	
	Writing for Results
	Now available

	Internet User Experience
(Developed with Donald 
Norman and Jakob Nielsen)
	Communicating with Your Customer
	Now available

	
	Design Principles
	Now available

	
	Human-Centered Design Process
	Now available

	Internet Marketing
(Developed with Stanford 
University)
	Introduction to Internet Marketing
	Now available

	
	Web Value
	Coming soon

	
	Traffic Building
	Coming soon

	
	Hybrid and Transition Strategies
	Now available

	Corporate Finance
(Developed with U of Chicago Graduate School of Business)
	Asset Valuation
	Now available

	
	Capital Budgeting
	Now available

	
	Capital Structure and the Discount Rate
	Coming soon

	Investment
(Developed with U of Chicago Graduate School of Business)
	Introduction to Financial Markets and Instruments
	Coming soon

	
	Capital Asset Pricing Model
	Coming soon

	
	Derivatives and Options
	Coming soon

	
	Portfolio Theory
	Coming soon

	Leading and Managing 
Organisations
(Developed with Columbia Business School)


	Managerial Problem Solving
	Now available

	
	People in Organisations
	Now available

	
	Managing the Informal Organisation
	Now available

	
	Managing the Formal Organisation
	Now available

	
	Managing Organisational Change
	Now available

	Managing Innovation
(Developed with Columbia Business School)
	From Idea to Design
	Now available

	
	From Design to Launch
	Now available

	Principles of Marketing
(Developed with U of Chicago Graduate School of Business)
	Price
	Now available

	
	Promotion
	Now available

	
	Product
	Now available

	
	Place
	Now available

	Data Mining
(Developed with Carnegie Mellon University)
	Discovering Profitable Opportunities
	Now available

	
	Selecting Techniques for Best Results 
	Now available

	
	Implementing a Successful Approach
	Now available

	Decision Models
(Developed with Columbia Business School)
	Introduction to Decision Models
	Coming soon

	
	Linear Programming
	Coming soon

	
	Nonlinear and Integer Programming
	Coming soon

	
	Simulation
	Coming soon

	Principles of Competitive Strategy
(Developed with U of Chicago Graduate School of Business)
	Acquisition Decisions
	Now available

	
	Competitive Advantage and Strategic Positioning
	Now available

	
	Pricing and Market Entry Decisions
	Coming soon

	
	Industry Analysis and Market Opportunity
	Coming soon

	Topics in Competitive Strategy
(Developed with U of Chicago Graduate School of Business)
	Game Theory and Strategic Interactions
	Coming soon

	
	Strategies for Technology Industries
	Coming soon

	
	Vertical Integration Decisions
	Coming soon
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� By Paul Bacsich and Sara Frank Bristow, August 2004.


� Informal estimates are of more than 1,000 students now (summer 2004).


� Interestingly, in 2002 General Motors paid for more than 200 employees to take MBAs via Cardean, showing the importance of the corporate sector to such e-universities (reported in the Detroit News of 14 October 2003, � HYPERLINK "http://www.detnews.com/2003/schools/0310/14/c01-297586.htm" ��http://www.detnews.com/2003/schools/0310/14/c01-297586.htm�). 


� See � HYPERLINK http://www.phoenix.edu/ ��http://www.phoenix.edu/�.


� See � HYPERLINK http://www.devry.edu/online/ ��http://www.devry.edu/online/�.


� See chapter 12 of this compendium.


� The Web site is � HYPERLINK http://www.unext.com/ ��http://www.unext.com/�. 


� It is reported that by March 2002, Thomson had invested $38 million (£25.4 million) in Cardean plus another $18 million (£10.7 million) in stock options (“breaking news” article, 18 March 2002, � HYPERLINK http://www.obhe.ac.uk/ ��http://www.obhe.ac.uk/�).


� This has changed considerably now – see � HYPERLINK http://www.unext.com/company_overview/directors.jsp ��http://www.unext.com/company_overview/directors.jsp�. Of the officers named in this report, only Rosenfield and Strubel are or remain on the board. They have been joined by Eric Gleacher (from Gleacher & Company) and Myron S. Scholes from Oak Hill Capital Management, plus three famous economists. (In fact there are three Nobel prize-winners in economics on the board.) The increased presence of funds managers on the board is often an indication of a company under very strict financial control.


� See � HYPERLINK http://www.cardean.edu/ ��http://www.cardean.edu/�. But in an intriguing move, though one mentioned on the UNext Web site, UNext also deliver an MBA via Ellis College of New York Institute of Technology – see � HYPERLINK http://ellis.nyit.edu/ellis/mba/programs.htm ��http://ellis.nyit.edu/ellis/mba/programs.htm�. The launch of this was announced in September 2003 (� HYPERLINK "http://www.unext.com/UNext_news/news_release_article20030916.htm" ��http://www.unext.com/UNext_news/news_release_article20030916.htm�). 


� DETC is at � HYPERLINK http://www.detc.org/ ��http://www.detc.org/�. (Note that the easy-to-mistype � HYPERLINK http://www.dect.org/ ��http://www.dect.org/� is the DECT Forum on telephony.)


� The Illinois Board is at � HYPERLINK http://www.ibhe.state.il.us/ ��http://www.ibhe.state.il.us/�. The official recommendation (June 2000) regarding Cardean is at � HYPERLINK http://www.ibhe.state.il.us/board/agendas/2000/june/item06.pdf ��http://www.ibhe.state.il.us/board/agendas/2000/june/item06.pdf�. 


� The Higher Learning Commission of the North Central Association is at � HYPERLINK http://www.ncahigherlearningcommission.org/ ��http://www.ncahigherlearningcommission.org/�. There is a searchable directory of affiliated institutions at � HYPERLINK http://www.ncahigherlearningcommission.org/directory/ ��http://www.ncahigherlearningcommission.org/directory/�. Searching this gives no indication so far that Cardean has been accredited. It does not seem helpful to Cardean’s marketing that three of their main rivals, Phoenix, DeVry and Capella, are accredited.


� The deal with Ellis College may make sense in this context.


� The first two are still listed at � HYPERLINK http://www.unext.com/company_overview/directors.jsp ��http://www.unext.com/company_overview/directors.jsp� as being on the board, but Merton Miller is not. Note also that on the Corporate Leadership page � HYPERLINK http://www.unext.com/company_overview/corporate.jsp ��http://www.unext.com/company_overview/corporate.jsp�, Cathleen (Cathi) Rafaelli is listed as CEO, not Andrew Rosenfield. It is unusual to have inconsistencies of corporate job roles on a company’s Web pages.


� At some unclear point in time, UNext commissioned material from the UK firm CAPDM Ltd (� HYPERLINK "http://www.capdm.co.uk/" ��http://www.capdm.co.uk/�). The firm cites UNext as a customer, indeed stating that “CAPDM has successfully satisfied the needs of numerous leading education providers including Pearson Education, Unext.com, Heriot-Watt University, Edinburgh Business School, Scottish Knowledge and the Interactive University” (� HYPERLINK http://www.capdm.co.uk/case_studies.html ��http://www.capdm.co.uk/case_studies.html�, confirmed by a report on the DETC site about the July 2003 meeting in Dublin, � HYPERLINK "http://www.detc.org/downloads/2003DublinSeminar.pdf" ��http://www.detc.org/downloads/2003DublinSeminar.pdf�). 


� But maybe they understand it better now? In the page of FAQs for MBA students, the following information is given: “We try to minimize the amount of text online, so we supplement most of our online courses with textbooks and printed course packs”; and “We have designed our courses to be delivered adequately on dial-up connections as slow as 28.8Kbps [sic]”. This suggests that in reality the courses are much less online and multimedia-intensive than the Cardean rhetoric has suggested (� HYPERLINK http://www.cardean.edu/mba_faqs.htm ��http://www.cardean.edu/mba_faqs.htm�).


� For anyone who does not know of Don Norman, he is a world-famous user-interface specialist and the co-founder of the Nielsen Norman Group (� HYPERLINK "http://www.nngroup.com/" ��http://www.nngroup.com/�). A biography of him is at jnd.org, his other main Web site (� HYPERLINK "http://www.jnd.org/bio-sketch.html" ��http://www.jnd.org/bio-sketch.html�). 


� The above statements might be rather aspirational. Cardean’s learning environment might perhaps be best described as a course delivery system rather than a managed learning environment. As of September 2003 it was believed to lack features such as access to a calendar, synchronous forums, online grades etc. Students communicate with instructors via e-mail and discussion forums. Asynchronous dialogue is encouraged but not required; however, social discussion areas (unrelated to course materials) are also available to enrolled students.


Icons available in the system include coursework Tools, e.g., glossaries, financial calculators or tutorials, Discuss, Send Work, Help, Back and Print. Students engage in each self-study task until it is completed, then Send Work to the instructor. They are not supposed to collaborate on deliverables. Automated quizzing is available, but quizzes will not be counted towards final grades.


� This situation has changed substantially in 2004. Treat this section as largely of historical interest.


� Despite many vicissitudes, these five institutions are still the ones listed on the main Cardean Web page � HYPERLINK http://www.cardean.edu/ ��http://www.cardean.edu/�. 


� Details of repayment have since been renegotiated and perhaps as a result, it is now publicly known that each partner university owns a 5% interest in UNext.


� The press release (24 May 2000) is at � HYPERLINK http://www.columbia.edu/cu/news/00/05/cognitiveArts.html ��http://www.columbia.edu/cu/news/00/05/cognitiveArts.html�. News since then is sketchy; however, the press release page was reviewed by Columbia in September 2002 and presumably confirmed as relevant; and there is an interview in Enterprise Networks and Servers magazine (� HYPERLINK "http://www.enterprisenetworksandservers.com/monthly/art.php/292" ��http://www.enterprisenetworksandservers.com/monthly/art.php/292�) for September 2003 which again refers to the plan. However, Columbia Continuing Education Online is not a top-line item either on Columbia’s current Web page or on the Web page for School of Continuing Education (� HYPERLINK http://www.ce.columbia.edu/ ��http://www.ce.columbia.edu/�); but Columbia Interactive does feature as a gateway to many online resources (� HYPERLINK "http://ci.columbia.edu/ci/newmedia/index.html" ��http://ci.columbia.edu/ci/newmedia/index.html�). 


Cognitive Arts is at � HYPERLINK http://www.cognitivearts.com/ ��http://www.cognitivearts.com/�. It was founded in 1994 by Dr Roger Schank as a kind of spin-out from Northwestern University's Institute for the Learning Sciences. Cognitive Arts claim(ed) a number of universities as clients including Harvard Business School Publishing, Columbia University, INSEAD and New York University's School of Law. The company was acquired in February 2003 by NIIT Limited (� HYPERLINK "http://www.cognitivearts.com/companyinfo.htm" ��http://www.cognitivearts.com/companyinfo.htm�), a large global e-content developer of interest to this compendium (being active in Indian HE e-learning). It is a global world nowadays.


� This may not be entirely fair. It sounds not unlike the way the BBC attribute academic input to the BBC/OU programmes.


� In March 2002, Thomson announced that it had signed an agreement “exclusively to market and sell online education courses from UNext's Cardean University to major corporate clients” (� HYPERLINK http://www.distance-educator.com/dnews/ ��http://www.distance-educator.com/dnews/�, 15 March 2002 – see also the NETg press release (� HYPERLINK http://www.netg.com/PressRoom/PressReleases/ ��http://www.netg.com/PressRoom/PressReleases/�, 13 March 2002 and the OBHE Breaking News Article of 18 March 2002 at � HYPERLINK http://www.obhe.ac.uk/ ��http://www.obhe.ac.uk/�). Some of the closer strategic alliance aspects prefigured in this report do not seem to have taken place (or have not been formally announced); moreover the 2003 deal with NYIT and the longstanding links with Educasia appear to violate exclusivity.


� There is no information later than May 2002 on the Open University Web site regarding this collaboration. One can only assume that it rapidly became non-strategic.


� SmartForce has now merged into SkillSoft. Since these companies do not offer HE courses, it seems that the Hoovers.com analysis considers them as competitors to the Quantum “training” courses.


� Several of these have now closed, including Pensare and NYUOnline; others have been bought, such as Cognitive Arts and Teach.com. (This is not a complete or authenticated list, as the details are not germane to the argument.) Note also that Knowledge Planet (� HYPERLINK http://www.knowledgeplanet.com/ ��http://www.knowledgeplanet.com/�) is owned by Knowledge Universe, who also own UNext.


� Phoenix now has “213,074 students as of May 31, 2004, including 109,784 attending via the Internet through the University’s Online Campus” and “151 Campuses/Learning Centers in 30 States, Puerto Rico and Canada” (Quick Facts, on � HYPERLINK "http://www.phoenix.edu/mediarelations/" ��http://www.phoenix.edu/mediarelations/�). Note also that University of Maryland University College (UMUC) reports over 110,000 online enrolments spread over 540 distinct courses online, which they claim as “probably the largest number of online enrollments in the world” (� HYPERLINK "http://www.umuc.edu/ip/umucfacts_02.html" ��http://www.umuc.edu/ip/umucfacts_02.html�). See chapter 12 of this compendium.


� Trace Urdan, lead e-learning analyst at WR Hambrecht, moved to ThinkEquity in late 2001 (see � HYPERLINK "http://www.thinkequity.com/research/team.html" ��http://www.thinkequity.com/research/team.html�). 


� The details in this appendix were correct as of October 2001.


� The current board members are listed at � HYPERLINK http://www.knowledgeu.com/board.html ��http://www.knowledgeu.com/board.html�. That does not give information on officers.


� A current but incomplete list of Knowledge Universe companies is at � HYPERLINK http://www.knowledgeu.com/about.html ��http://www.knowledgeu.com/about.html�. We have given URLs for those of most relevance. It is often not possible to tell from subsidiary company Web sites that they are in fact owned by Knowledge Universe.


� See � HYPERLINK http://www.leapfrog.com/ ��http://www.leapfrog.com/�. 


� See � HYPERLINK http://www.k12.com/ ��http://www.k12.com/�. 


� See � HYPERLINK http://www.knowledgelearning.com/ ��http://www.knowledgelearning.com/�. 


� See � HYPERLINK http://www.propoint.com/ ��http://www.propoint.com/�. 


� See � HYPERLINK http://www.teconline.com/ ��http://www.teconline.com/�. 


� See � HYPERLINK http://www.knowledgeplanet.com/ ��http://www.knowledgeplanet.com/�. 


� See � HYPERLINK http://www.emind.com/ ��http://www.emind.com/�. 


� Web searches suggest that this has been absorbed into Knowledge Universe. Its subsidiary TeckChek still has a Web site, at � HYPERLINK http://www.teckchek.com ��http://www.teckchek.com�.


� The details in this appendix were correct as of October 2001. There is no list of Quantum courses now available to general enquirers on the Cardean Web site. This may be because corporate-learning sales are now handled by Thomson NETg (see � HYPERLINK "http://www.cardean.edu/mba_corporateLearning.htm" ��http://www.cardean.edu/mba_corporateLearning.htm�). 


� The details in this appendix were correct as of October 2001. There is no list of Mastery courses now available to general enquirers on the Cardean Web site. This may be because in the HE market, Cardean is focussing purely on the MBA (see � HYPERLINK "http://www.cardean.edu/mba_cardeanMBA.htm" ��http://www.cardean.edu/mba_cardeanMBA.htm�). It may also be that Thomson’s control of Cardean marketing implies that it is gradually replacing Cardean courses with Thomson/NETg.





Notes 


� Most of the information for this case came from public data sources: financial and business analyses (e.g., Hoover’s, Hambrecht), news reports, press releases and corporate Web sites. The Chronicle of Higher Education was an especially rich source of news and commentary. A variety of other publications – e.g., Forbes, the Times (London), the New York Times, Fortune, Industry Standard, Financial Times, Business Week, Business 2.0, Red Herring – have periodically expressed interest in e-learning, and many of the facts and quotations contained within the report were assembled from these disparate sources.


As expected, UNext proved to be the least accessible of the exemplars. Requests for interviews with executives at Cardean University were declined. We did speak with a sales representative at Cardean University who provided good insights into product differentiation, market positioning and sales issues.
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