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Definition of OPMs

A provision of a suite of | - Other distinctions:

services that involve the » Firms could be for-profit or nonprofit
management of an online » Offerings could be credit or non-credit
+ Suites of services range from back-
program, external to the end support to interpersonal
in StitUti on interactions with students to

curriculum development and delivery

« Agreements could be either tuition-
share or fee-for-service
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Figure 1: Online Education Production (Activities)
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Colleges & Universities

Why do higher education institutions partner (or do not partner)
with OPM firms?

« Convenience
 Control

* What is the payment structure?
« Fee-for-Service
 Tuition-Share Agreements

Copyright 2021 Cheslock, Kinser, Zipf & Ra



Framing of Tuition-Share Agreements

» Covering much of the start-up costs associated with a new
program in return for future payments

 Providing insurance by allowing the future payments to vary
based upon the financial success of the program

* Decrease financial risk to institution
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Figure 2: The Timing of Revenues and Expenditures for a New
Online Program (and the Resulting Desire for Loans)
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Institution’s Net Revenue from
the Online Program
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Figure 3: The Financial Risk Profile for New Online Programs
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9 Percentage of Firms by Years in Operation

OPM Firms |

<10 Years

Phil Hill from Phil on EdTech se%

* Years of operation range from 2 to 200 6
years 5
« 22 headquartered in the U.S.
. . . 11-49 Years
* Only one is considered nonprofit* \ 46%

« Employee size ranges from 51-200 to
10,000+

* More firms started as for-profit
education providers
&
&

Market consolidation (e.g. 2U and
edX) !

Different service focus
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= Nonprofit = Privately Held = Public Company

Sources: Data on this table were collected from a variety of websites. We used Phil Hill’s list of OPM companies shown in Figure 6. Most information was pulled from companies’ LinkedIn profiles, including headquarters, founded, type, and number of employees. We reviewed data from company press releases,
company websites, Google, and SEC filings for the founder(s) and firm origin. Copyright 2021 Cheslock, Kinser, Zipf & Ra



Nonprofit Conversions through OPM
Partnerships

« Strategy 1: Split university into a non-profit  Strategy 2: Enter the nonprofit university

university and for-profit OPM company. and the for-profit OPM of the parent

« Shape the governance of the nonprofit university and the for- company into a Iong-term contract prior to
profit OPM to ensure continuation of contract with the OPM of th :
the parent company. e conversion
A true mission-focused nonprofit would switch OPM providers » ldentify a second university to join the transaction via a
based on competition “Branding and Partial _Govgrnance” (B&PG) partnership with the
Regulatory agencies will treat the university as a nonprofit newly formed nonprofit university.
because the governance of the two organizations is sufficiently « The second university receives a share of the revenue
separated. generated by the new nonprofit institution.

The “Branding and Partial Governance” partnership can also
facilitate connections and revenue flows between existing non-
profit institutions.
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OPM \ Instructional
Services Activities

Ashford University

Branding &
OPM Services . Unive rsity Partial Governance
of Arizona University
Revenues Global Revenues of Arizona

Campus

Figure 4: the Nonprofit Conversion University of Arizona Global Campus
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Policy Perspectives

* Reasons to Regulate

Online education challenge the campus-
based models of traditional higher
education

The role of profit-generation in partnering
with OPMs is often considered
problematic because it blurs the .
regulatory distinction between nonprofit
and for-profit higher education

OPM partnerships involve the outsourcing
of teaching and instruction (or “core
activities)

Universities are presumed to be in control
of their entire academic portfolio.

The triad serves as regulator and quality
control and new funding arrangements
cause the triad to figure out policies for
new and unknown activities.

No tracking or database exists

The policy implications
for OPM are complex
and intersect traditional
business practices and
education at all levels.
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Possible Regulatory Modifications

* [ncentive compensation
* Program outsourcing

» Written arrangements

« Substantive change

« Consumer protection
 Potential new policy?



State & OPM Oversight

* Contractual limitations
* Triad’s differentiated interests

* |Is oversight about the OPM contracts/agreements or is
it the OPM firms themselves?
* |s there something that just shouldn’t be outsourced?

* Multiversity — how do contemporary institutions fit into the
regulatory landscape?



Current State Activities

« California Do Not Sell My Personal
- California Consumer Privacy Act of 2018 Information and Cookies

Effective Date: January 1, 2020

) N eW J e rS ey Is Personal Information Sold?

The California Consumer Privacy Act (CCPA) is a new law,

° 33708: IHES muSt “. . -diSCIOse Certain Online program effective January 1, 2020, that gives California residents the

right to opt out of the sale of their Personal Information by a

i nfo rm atio n . 7 business subject to the law. The CCPA does not apply to non-

profit or government institutions.

¢ 33709 : O P M em ploye.es req u i red “- -to Self-identify aS The CCPA defines “personal information” and “sale” very
third party to prospective students” seymant ad ey okt names o sl adresse, 3
unclear whether third party targeted advertising cookies

* 3371 0 : I H ES m USt ‘ " SU bm it Ce rtai n dOCU mentation involve the sale of Personal Information under the CCPA.
On On I I ne prog ram management Com pan IeS to Pearson Online Learning Services (“POLS"), a division of
Pearson Education, Inc., works with Maryville University to

Secretary Of Hig her Education-” provide this site and to market and support select online

educational programs. This site uses third party targeted
» Attorneys General Letter to NC-SARA R e
° De man d S to Stre N gth en consumer p rotectlo N Except to the extent that third party targeted advertising

cookies constitute a “sale” of personal information under
» Extension of policies to OPMs or other third-parties A
associated with member institutions

https://online.maryville.edu/
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Questions?

John Cheslock - jjc36 @psu.edu
Kevin Kinser - kpk9 @psu.edu
Sarah Zipf - stz2@psu.edu
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