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The fact that the market is 
so immature presents a real 
opportunity for universities to 
be innovative in the way they 
monetise MOOCs and online 
education more generally.

Although online education options are 

becoming more and more prevalent, 

according to this article, the fact that 

the market is still fairly immature cre-

ates a unique opportunity for universi-

ties and other online education provid-

ers to be creative in how they price and 

monetise this channel. David Smith 

is a Director at the London office of 

Simon-Kucher & Partners and a spe-

cialist in the Education sector. In this 

article, Debra Freedman, a Consultant 

at Simon-Kucher London, interviews 

him regarding his key insights and rec-

ommendations for monetising online 

education programs and, in particular, 

MOOCs (massive open online cours-

es). Smith can be reached at david.

smith@simon-kucher.com, and will be 

a speaker at The Pricing Forum spon-

sored by Simon-Kucher & Partners on 

Wednesday 20 May in London.

Monetising Online Education 

DF: Hi David. What are your main ob-
servations about the current online edu-
cation market from working in the on-
line education space?

DS: Hi Debra. I have three key observa-
tions. Firstly, I believe the online channel 
represents a huge opportunity for univer-
sities. With MOOCs in particular, the 
sheer numbers involved are staggering. 
Secondly, the market is still very imma-
ture, with new and innovative offerings 
popping up every day. Thirdly, univer-
sities have tended to be quite opportu-
nistic so far in their approach to online, 
meaning they don’t always have a joined 
up and coherent online strategy.

DF: Given these observations, what are 
the implications for universities from a 
monetisation point of view?

DS: The fact that the market is so imma-
ture presents a real opportunity for uni-
versities to be innovative in the way they 
monetise MOOCs and online education 
more generally. I’ve seen a lot of innova-
tion on the product front, but sometimes 
universities can be a little too cautious 
about the commercial side of things. 
Whilst we’ve seen remarkable growth 
in the online space over the past year or 
so, its long term sustainability will de-
pend on whether or not universities can 
find a business model that works. It’s 
also important that universities transi-
tion from being opportunistic to being 
more strategic. They need to consider 
their online portfolio holistically in or-
der to maximise outcomes and minimise 
risks.

DF: So monetisation is a key area for im-
provement. Do you have any insights on 
how universities could better monetise?

DS: Most early MOOCs have adopted a 
“freemium” approach whereby ba-
sic access is provided free of charge 
but more advanced features such 
as certificates must be paid for. 
In theory this is a great model for 
the education sector as it allows 
you to hit multiple objectives at 
once. The free entry point should 
help maximise student numbers, 
with no barriers to up-take, whilst 
the availability of paid-for extras 
should generate the income re-
quired to cover development costs. 
Experience has shown that striking the 
right balance between student numbers 
and income is a constant challenge in the 
sector, and freemium is a great win-win 
solution to this.

DF: But can’t universities just charge for 
MOOCs?

DS: That is the eternal question. Charg-
ing for MOOCs is a bit of a taboo sub-

ject amongst universities. I think there 
is a lingering concern that charging for 
MOOCs will drastically reduce volumes, 
but I would challenge that. Firstly, it’s 
becoming increasingly clear that high 
volumes do not equate to high comple-
tion rates, hence chasing volume at all 
costs is more of a vanity point. Secondly, 
universities should look to providers such 
as Udemy for insights on how paid-for 
MOOCs could work out.

DF: So is there anything we can learn 
from Udemy?

DS: Yes, definitely. We did some simple 
analysis of Udemy’s student numbers 
and the findings were fascinating. Firstly, 
it sounds simple but the experience of 
Udemy shows once and for all that it is 
possible to charge for MOOCs. Udemy 
does it, still has substantial student num-
bers, and generates significant fee income 
doing so. But the best thing about Ud-
emy is that the company takes a differ-
entiated approach. Some courses are free, 
some are cheap, and some are expensive. 
Too often universities think in binary 
terms – paid vs. free – but why not mix 

up the two? This allows Udemy to mon-
etise MOOCs where there is willingness 
to pay while the free courses stimulate 
demand. Another interesting insight is 
that the price of each course appears to 
bear no relation to the volume of users, 
with some of their most popular courses 
costing around $200. Universities should 
ask themselves: What is the opportunity 
cost of not charging for MOOCs.
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“Universities need to think about the 
bigger picture to maximise overall 
outcomes.”

— David Smith, Director London Office,  
Simon-Kucher & Partners 

DF: Very interesting. But are 
there other business models 
worth considering?

DS: Yes, of course. It’s impor-
tant to remember that monetisa-
tion does not necessarily mean 
MOOC users need to pay for 
anything. There are a whole 
host of indirect ways of gener-
ating income from MOOCs. 
Some examples include: driving 
sales of other courses, enhanc-
ing the value of other courses, 
boosting donations. You could 
even look to third parties such 
as other universities paying to 
use licensed content, advertisers 
paying for advertising space and 
employers paying to access user 
data. There’s a whole spectrum 
of indirect monetisation ap-
proaches out there.

DF: So all universities should now go 
and launch MOOCs?

DS: Good question. It depends. I men-
tioned earlier that universities have 
tended to be quite opportunistic with 
MOOCs so far. To maximise outcomes, 
all elements of a university’s portfolio 
(on-campus education, paid-for online 
education and free online education such 
as MOOCs) should be used collectively. 
Each element should have a clear role in 
the portfolio with a business case under-

pinning it and the elements should com-
plement one another and not conflict or 
cannibalise. Any new elements should be 
introduced strategically, filling in gaps 
in the portfolio and performing specific 
roles. At best, a scatter gun approach to 
launching MOOCs will lead to unsus-
tainable MOOCs. At worst, it will lead 
to confusion internally and externally, 
and ultimately to cannibalisation and 
devaluation of a university’s core offer-
ing.

DF: I see. So are there any key challeng-

es when introducing free, free-
mium or low cost products to 
your portfolio?

DS: Absolutely. When offer-
ing part of your portfolio for 
free or at low cost, the way you 
“fence” it off from other prod-
ucts is critical. It is vitally im-
portant to ensure there is a 
clear distinction between what 
is free and what is paid for. This 
includes the choice of content 
offered but also the features and 
services provided.

DF: So how should universities 
figure out what to make avail-
able?

DS: With caution. Just because 
there is demand for certain con-
tent and features to be delivered 

as MOOCs doesn’t mean universities 
should necessarily offer it. It comes back 
to the need to differentiate between their 
free, low cost, and core products. For ex-
ample, are there certain integral features 
that should only ever be available as part 
of a core course? Alumni status and for-
mal credits could be examples. Just be-
cause people would be willing to pay for 
them as part of a MOOC does not nec-
essarily mean universities should make 
them available. Universities need to 
think about the bigger picture to maxi-
mise overall outcomes. 
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