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Online Business Strategies of

Corinthian, Laureate, and Career Education.

Part One of this paper will briefly outline the business profiles of three for-profit post-secondary educational companies and note their online business strategies.  Part Two will predict the future success of the companies, primarily by considering them in the context of Christensen’s disruptive innovation theory, but also in terms of business focus and global strategies. 

PART ONE

1. LAUREATE

Brief Profile. Laureate Education Inc. is a mid-cap (2.07B) for-profit, higher-education company that offers a range of career-oriented undergraduate and graduate degree programs through several campus-based institutions in Latin America, Europe, and Asia, as well as through two online institutions. Their headquarters is in Baltimore, Maryland. Their total student population is approximately 156,000 students. For fiscal year ending 12/31/04, Laureate's revenues rose to $648 million, a 37% increase over the previous year. Their net income for 2004 totaled $82.7 million, up from $9.7 million the previous year. 

Laureate's growth strategy appears to include: (a) marketing primarily to working adult learners and technical-vocational students, (b) entering into high-growth markets worldwide, (c) marketing network products, such as study abroad programs, dual-degree programs, and shared courseware among the universities

Online Strategy. Laureate has two online institutions: (1) Laureate Online Education, B.V., with headquarters in Amsterdam, Netherlands and (2) Walden University, with headquarters in Minneapolis, Minnesota. Both schools market almost exclusively (Walden does offer a bachelor's completion program in business) to the adult learner seeking masters and/or doctoral degrees in Education, Information Technology, Business, Psychology and Health and Human Services. 

1. Laureate Online Education, B.V.

The University of Liverpool has long been a highly respected "red brick" research university with extensive undergraduate programs in the humanities, sciences and social sciences. Essentially, Laureate purchased the rights to make the University of Liverpool’s three graduate programs (MBA, MS in Information Technology, and MS in Internet Communication) available online. Laureate online delivers courses to students from more than 90 different countries throughout Europe, Asia, the Middle East, North America and Africa. Their market is primarily the busy professionals in IT-driven environments (University of Liverpool, n.d.).

2. Walden University. 

In 1998, Laureate purchased Canter & Associates, a small company that provided graduate teacher education classes by partnering with accredited higher-education institutions. 

In 2001, Laureate purchased a minority interest in Walden University, an early innovator in for-profit distance learning (founded 1970) that offered a number of degrees in Education, Health and Human Services, Management, and Psychology. 

In 2002, Laureate purchased the struggling National Technological University (NTU) who had long offered distance learning programs, but had fallen on hard times, primarily because their business model was to provide Distance Education (not online) courses with partner institutions (National Technological University, 2005).
In 2004, Laureate purchased the remaining interest in Walden, became sole owners, and began the process of merging both Canter & Associates and NTU with Walden, creating the NTU School of Engineering and Applied Science at Walden University and adding significantly to Walden's graduate offerings in Education. 

2. CAREER EDUCATION
Brief Profile. Career Education is an S&P 400 MidCap (3.35B) company that, like Laureate, experienced significant growth in fiscal year ending 12/31/04. Revenues rose 47% to 1.73 billion, and net income was $176.6 million, a 59% increase over the previous year. Also like Laureate, Career Education has, essentially, two primary operating segments:(1) the CSU segment, which is the brick-and-mortar collection of 81 campuses located throughout the United States, France, Canada, the United Kingdom, and the United Arab Emirates, and (2) the OEG segment, which is their two online universities. Like Laureate, Career Education focuses on high-growth, career-oriented fields, but in addition to information technology, business studies, education and healthcare, they specialize also in the culinary arts and criminal justice, as well as visual communication and design technologies. Their headquarters is in Hoffman Estates, Illinois. Their total student population is approximately 101,500 students (Career Education, n.d.). 

Online Strategy. Career Education has two online schools: American InterContinental University Online and Colorado Technical University (CTU) Online. 

CTU Online is the virtual campus of Colorado Technical University, a series of four brick-and-mortar schools that offer career-focused Associate, Bachelors, Masters and even Doctorate (not Ph.D.) degrees in mostly the technical and business fields. CTU Online is only slightly more focused, offering Bachelors and Masters degrees in mostly business and IT

AIU Online is the virtual campus of American InterContinental University, an "international university" with residential branches located in Atlanta, Los Angeles, Ft. Lauderdale, and Houston, as well as in London, England and Dubai, United Arab Emirates.AIU Online offers both Bachelors and Masters degrees.

AIU is clearly the flagship online school for Career Education. Their AIU online site markets associate, bachelors and/or masters degrees in eight different "schools." 
· Business Administration and Information Technology offers associate, bachelors, and masters degrees
· Healthcare Management, Marketing, and Organizational Psychology offer bachelors and masters degrees
· Criminal Justice offers bachelors degrees only
· Education offers masters degrees only
· Visual Communication offers a Bachelor of Fine arts degree

3. CORINTHIAN
Brief Profile. Corinthian Colleges is an S&P 400 MidCap (1.59B) for-profit, post-secondary education company operating in the United States and Canada. In fiscal year ending June 2004, they had total revenues of $804M which produced a net income of $81.64M. Currently, COCO is undergoing a process of closing and consolidating locations. By the end of fiscal year 2005, they expect to operate 91 colleges in 23 U.S. states and 35 colleges and 15 corporate training centers in 7 Canadian provinces. The colleges as a group offer a selection of career-focused degrees (mostly associate, but some bachelors and few masters) primarily in the Allied Health, Business, Criminal Justice, and Information Technology fields.  Most of the colleges are campus-based and career-technical focused. Of the three companies considered here, they offer the widest array of degrees and programs, which include not only Business, Allied Health, Criminal Justice and IT, but also automotive, diesel, heating and ventilation, etc. They also do some corporate training. Their headquarters is in Santa Ana, California. Their total student population is approximately 70,000 students (Corinthian Colleges, n.d.).

Online Strategy. Most of the Corinthian Colleges are campus-based, satellite type locations. Some schools, such as the Henderson campus of Las Vegas College, offer some of their programs online. But for all intents and purposes, as of spring 2005, Corinthian really only has one online university: Florida Metropolitan University (FMU). This university, founded in 1890 and organized as FMU in 1995, offers career-oriented associate’s, bachelor's, and master’s degree programs in business, accounting, criminal justice, and information technology. Even though they market themselves as an online university, they have ten campuses throughout the state, which offer a wider variety of career focused degrees (such as medical assisting and message therapy) than the online school.

PART TWO
To predict which of the three companies is likely to become the most successful in the next 5-10 years, we will first consider Christensen's theory of disruptive innovation, then look briefly at Collin's “hedgehog” concept, and the importance of global markets. 

Christensen's Disruptive Innovation 

In Seeing what's next (2004), Christensen argues that "the best way to look into the future is through the lens of theory" (p. xxi). And the core of his theory revolves around what kinds of innovations are developed and what kinds of customers they serve. Essentially, innovations are of two basic types: disruptive and sustaining. A disruptive innovation is an innovation that either creates new markets or reshapes existing markets. A sustaining innovation is an innovation that "moves a company along an established performance trajectory." And the first thing to do when looking for "signals of change" is to look at three customer groups (pp. 3-14):

1. Nonconsumers: customers not consuming any product 
2. Undershot customers: customers who are frustrated with a products limitations 

3. Overshot customers: customers for whom the product is too much; further improvements are not needed or wanted

Christensen argues that predicting whether an innovation will take root (and either sustain existing businesses or disrupt them) largely depends on what customers are served. If the innovation serves undershot customers (#2), for example, this does not bode well for business models which seek new markets; instead, this innovation privileges existing businesses. If, however, the innovation serves nonconsumers (#1), or overshot customers (#3), then existing business models are threatened and the new business model is more likely to succeed. 
It is difficult for existing businesses that are successful in serving their current customers to re-invent their business models in the middle of their successes. Typically, when it becomes obvious the new business model has created new markets and is replacing the old business model, it is too late to change. 

In order to make predictions about the success of online learning using Christensen's theory, the first question to ask is--is online learning a disruptive innovation or a sustaining innovation?

In the broad field of Higher Education, it can be both. 

It can be both innovative and sustaining because Online Learning can be used in at least two different ways for two different markets
For the traditional, undergraduate campus-based institution, online learning is almost certainly a sustaining innovation. For this market, the campus community is part of what is being sold. It has already happened--whether a small liberal arts college, a large land grant research university, or an Ivy League school, most of these schools have already incorporated the Online Learning Platform (OLP) into their existing models of teaching. In a sense, campus-based students/faculty have been "undershot," and the online learning platform provides enhancements to learning. Indeed, these classes are often called Web-enhanced classes. 

For the career-oriented, for-profit institutions such as considered above (Corinthian, Laureate, Career Education), online learning is almost certainly a disruptive innovation. For this market, the campus experience is not, really, what is being sold. In these cases, the OLP is used to replace the traditional F2F class, not enhance it. Used this way, it provides a business model that reaches nonconsumers and overshot customers in ways that the campus-based, career-oriented schools never could. Online learning serves those customers who, for reasons of geography, time, location, business, family, etc. could not attend (#1 nonconsumers) as well as those customers who do not want to pay for a full campus-based experience, but just want the courses they need to advance in their work (#3 overshot customers). 

Using Christensen's theories:

· it seems almost certain that those HE institutions who market to the career focused adult learner will have a difficult time maintaining their markets if they do not adopt a strong online delivery program;

· it seems almost as certain that those traditional campus-based institutions who market their campus community to the 18-23 year old undergraduates will do fine using online learning as a sustaining innovation--helping to increase their ability to construct enhanced learning environments for their students.

Collins’ Hedgehog Concept

Jim Collins' Good to Great (2001) examines extremely successful companies, finds commonalities among them, and then offers advice on how good companies can become great companies. This advice includes such areas as type of leadership, company culture, and use of technology. But perhaps the central piece of advice in the book is what he calls the "hedgehog concept" based on the Greek parable: "the fox knows many things, but the hedgehog knows one big thing." The point is--the hedgehog always wins. 
Essentially, those good companies which become great companies learn how to focus and how to become the best at one big thing. 

Global Markets

There is something about the year 2010. That's the year in the US when the baby boom echo will be over and there will be increasingly fewer 18 year olds coming into the system (NCES, n.d.). That's also the year when, according to several demographic based market projections, the U.S. stock market may begin a steady decline while Asian markets may begin a steady incline (Dent, 2005). 

Surely, those schools who have established their presence beyond the US borders and who have developed programs appropriate for global markets will be much more competitive than those who have not. 

Conclusions

Laureate has the strongest online strategy and appears the strongest company for the coming few years.

· They are using online learning as a disruptive innovation. Walden and Laureate Online BV are clearly the flagship institutions in their empire. Further, they market their network by promoting study abroad programs, dual-degree programs. And it appears they are increasingly sharing courseware among their universities.

· They have focus. Laureate's two online schools market primarily to the adult learner seeking masters and/or doctoral degrees in Education, Information Technology, Business, Psychology and Health and Human Services. 

· They are moving into global markets. Actually, it is difficult to separate their online strategy from their campus-based strategy, because it appears that they intend to use their numerous campuses worldwide as anchors and market paths to online learning. 

Career Education looks stronger than Corinthian, but weaker than Laureate. 
· They are less online than Laureate. They do not appear to be using online learning as a disruptive innovation. CEC's 81 colleges and universities offer mostly on-campus programs. Further, on their Web site, they market their programs geographically. In other words, to search for programs, the user browses by geographical location. Interestingly, their online programs are not prominently featured and AIU is still more campus-based than online.

· They have less focus than Laureate. Whereas Laureate focuses almost exclusively on the graduate student for their online programs, CEC casts a much wider net and, through AIU, markets a wider selection of career-focused degrees to a wider audience.

· They are less global than Laureate. They have no presence in Latin America and China. 

Corinthian looks to be the weakest of the three.
· They do not appear to be using online learning as a disruptive innovation. They do have FMU, but they are not doing much to market FMU’s classes within their network of schools. Their 90something schools are mostly campus-based. Corinthian owns the kinds of institutions that may be the most challenged by the disruptive innovation of online learning.

· They have less focus than Laureate or Career Education. Their campuses run the gamut from business studies to automotive repair. Obviously, each program can be successful individually, but as a company they are restricted in what networking, sharing of courses, processes, etc. they can do. 
· They are "less global" than Laureate and Career Education. They have schools only in North America and are less likely to take advantage of emerging global markets.
By considering Christensen’s theory of disruptive innovation, as well as two other indicators of focus and global markets, it appears that Laureate is most likely of the three to become the alpha player in the for-profit, post-secondary education market in the coming decade. 
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