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Str ategies for
Financing

Distance L earning
Initiatives
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Juntion

Debt
Gifts and Grants




Earn It

Borrow. It,

Beg for It.
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— Cost

Revenues

50 —

Delivery Startup Operations New Continuing
System (Courseware (Course Courseware Operations
(Internet, etc) Development) Delivery)
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Capitalize high initial cost of
courseware development.

Provide working capital for
delivery system.

Capitalize continuing cost of
courseware redevelopment and
upgrading of delivery systems.
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For non-profit and public
Institutions,

—Wwe rent It
For the rest of the world
—they create It
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Borrow the use of someone else’'s
money

—“delt”

Borrow the use of someone else’s
facilities, equipment and personnel

—“outsourcing’
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For Profit Entity

Facility
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For Profit Entity | nstitution

Builds Creates
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For Profit Entity

Builds

Delivers
at

| nstitution

Creates
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For Profit Entity

N

Curriculum
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For Profit Entity

Adopted by

| nstitution
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For Profit Entity

Creates

~__

Ddlivered Via

Adoptedb

| nstitution
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For Profit Entity

Creates

~__

| nstitution
Adopted by

Ddlivered Via

Evauates Student

W

(c) 1999 Dow, Lohnes & Albertson, plic




Earned Revenue: | ncome stream
from credit enrollments.

Rental Revenues: Royalty stream
from use of brand (i.e.
Institution’s name and logo) and

license revenue from use of
Cour sewar e.
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noishare in the appreciated value
of the services entity,

and no opportunity to monetize
that value.
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ldentity the value proposition
of the learning service.

Use other people’s money to
provide capital.
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ACCess the capital
marketplace by salling

an equity interest




...Wwrongt
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Allow For

...Consistent with
remaining a university!
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| nstitution

Non-profit or
Public Entity

Ownership
|nterest

Capitalization
Entity

For-Profit Entity
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Academic control remains with the
Institution and the faculty.

I'he structure does not affect

accreditation and licensure.
The* capitalization entity” Is
essentially transparent to lear ners.
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TThe | nstitution”s intellectual” property:
fulies do net necessarily apply tethe
capitalization entity.

Theinstitution’s compensation rules
do not necessarily apply tothe
capitalization entity.
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| nstitution

(c) 1999 Dow, Lohnes & Albertson, plic




For-Profit

Institution Operating
Subsidiary

All
Academic All Non-

Functions Academic
Functions
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For-Profit
Operating
Subsidiary

| nstitution

Minority
Owner

Academic
Functions Non-Academic
Functions
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| nstitution
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| nstitution

Creates

Special Purpose
For-Profit Entity
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For-Profit
Partner

| nstitution

(c) 1999 Dow, Lohnes & Albertson, plic




For-Profit
Partner

| nstitution

Ownership Ownership

\Inmy \Inmy

New For-Profit
Venture
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| nstitution | nstitution
A B
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| nstitution | nstitution
A B

Shared Governance

— 2T e — w
New Non-Profit Entity
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| nstitution | nstitution
A B

Shared Governance

— 2T e — w
New Non-Profit Entity

Ownership

New For-Profit Entity

(c) 1999 Dow, Lohnes & Albertson, plic




| ncome stream from credit enr ollments.

Royalty stream from use of brand (i.e.
Institution’s name and logo).

L icense revenue from use of courseware.

Share of net profits of capitalization
entity.
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Share in equity appreciation in
capitalization entity,
The opportunity to monetize a portion of

that value,

And the opportunity to build endowment
with the remainder.
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What i1sheeded...

—to achieve institutional mission
—to compete

What Is possible...

— Wit
— Wit
— Wit

NN Institutional constraints

Nin economic reality

nin the marketplace
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Dancing with New
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