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“When you look back at history, all the great moments – the really big moments that define the 
human race – were about education: the Greco-Roman Civilization, the Renaissance, the 

Industrial Revolution. I’m convinced we’re on the verge of the fourth big revolution. It’s just going 
to be fun to watch the next educational revolution unfold at a global level.” 

- Jose Ferreira, Founder and CEO, Knewton 

 
“Our goal is to educate 1 billion people around the world.” 

- Anant Agarwal, President, edX 
 

1 Introduction 

Since the advent of the World Wide Web, new Internet technologies have disrupted and 
democratized fundamental segments of our economy and our daily lives, including 
communications, commerce, and entertainment.  Yet today’s conventional system of education 
remains a  “walled garden” and has largely resisted disruptive innovation.   
 
However, a new generation of entrepreneurs, venture capitalists, and educators are now aiming 
to disrupt the education market, and have begun experimenting with a variety of new digital 
education models.  Many of these emerging companies signal a dramatic paradigm shift away 
from today’s conventional education system.  Rather than costly, centralized institutions that 
deliver one-sized fits all educational approach to every student, technology-enabled solutions 
are now emerging solutions that promise low-cost, student-centric educational opportunities 
available in virtually any setting, on any device, and anywhere in the world.   
 
While the momentum of the digital education movement has increased exponentially, no 
framework has successfully captured the complexity of this sector yet. This report is an attempt 
to identify and analyze the key technology and market-based trends, challenges, and 
opportunities that will impact the next 3-5 years of this rapidly emerging industry.     

2 Scope  

This report will focus on the democratization of the digital learning experience for undergraduate 
and graduate-level education, as well as “life-long” adult learners. Combined, these segments of 
learners represent 70% of the learner population.  It will largely center on learning use cases 
that occur outside of the walls of the conventional classroom, and therefore have the potential to 
scale to millions if not billions of students globally. 
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3 Education Value Chain 

The emerging digital education market offers opportunities for new independent players to 
specialize on one or more links of the conventional education value chain as outlined below 
(Figure 1).  

This report will detail precisely how digital education is impacting the current value chain, by 
analyzing a selected set of disruptive new players, today referred to as “ed-tech startups.”  More 
specifically, the analysis will detail how those companies position themselves on the value 
chain, how they use new technologies to propose new services and experiences, and what the 
remaining challenges are to effectively reach and engage their audiences.  A discussion on the 
business opportunities will close the report. 

Figure 1 - Traditional education value chain 

 

A representation of the new value chain can be found below, focusing on the following subjects, 
which will guide the outline of this analysis.   

 Content production: “Pedagogical strategy” and “Course content generation” 

 Experience delivery: “Content distribution” 

 Continuous engagement: “Student engagement & support” and “Lifelong 
certification” 

The segments related to student recruitment and program tailoring are less evident in the digital 
education space today, and therefore were not chosen as a focus in this analysis. 

Figure 2 - Value chain links developed in the report 
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4 Pedagogical Strategy  

“Pedagogical Strategy” of a platform is defined by the overarching educational mission and the 
content structure.  In other words, it describes the type of classes that will be provided in the 
course catalog and how the content will be structured. These two elements are of critical 
importance to education platforms. 

First, the educational mission must include decisions on which topics to focus. Whereas some 
platforms build generalist catalog, covering a wide variety of topics, others focus on niche areas.  

P2PU, as an example, is a generalist platform. The course/groups catalog contains a very wide 
variety of topics, ranging from “How to write for the web to “Online Stanford Game Theory 
Course.” Codecademy, on the other hand, is a specialized platform that has chosen to become 
a leading educator in computer programming. Codecademy’s ambition is therefore to cover as 
many programming languages as possible. 

Second, decisions must be made regarding how to structure the content.  As an example, MITx 
structures its content by courses. A course can feature:  

 

 Lecture sequences: videos describing a sequence of the class  

 Lab exercises thanks to dedicated powerful interactive tools developed 
specifically (such as Figure 3: MITx circuit interactive tool) 

 Tutorials, to complete the material provided in the lectures with additional video, 
readings, exercises corrected by video) 

 Textbooks 

 Graded home works and exams: close-ended questions with automatic grading  

Codeacademy structures the content slightly differently by distinguishing lessons, projects and 
challenges:   

 Lesson is the opportunity for the learner to acquire new concepts: they are “more 
instructional than applied”.  

 Projects are the applied side of the lesson. Learners are assisted to walk through 
concepts and therefore validate their understanding of a lesson. 

 Challenges, finally, are open-ended design questions. The scope is bounded by 
the content of a lesson. Learner has then the freedom to define their solution that 
will solve the challenge. 
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Figure 3: MITx circuit interactive tool 

 

The way platforms structure their content has the potential to become an important differentiator 
for learning platforms. Platforms are currently leveraging technology to attempt to transpose, as 
best as possible, the conventional offline experience to the online world.  This effort is certain to 
yield many new approaches to pedagogical strategy. 

Figure 4: Content structure on Codeacademy 

 

5 Course Content Generation 

Digital education will hold its promise of lowering the cost of education, only if the quality of 
educational content is sufficiently high to deliver an outstanding learning experience.  At the 
same time, this content must be in a form that can be reused and scaled efficiently.  The current 
state of the content production ecosystem can be illustrated effectively according to these 
relative trade-offs, as reflected in the Figure 5 below. 
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Figure 5: Content source vs content sophistication 

 

5.1 Source of Content  

 Aggregated content: Coursera has focused on creating a framework to attract 

and retain learners. It builds its catalog by signing deals with major universities 
such as Stanford, Wharton and Princeton. Acquiring content is a way to quickly 
grow a catalog. The challenge is that the content buyer has to reach a sufficient 
critical mass to influence its suppliers and acquire content aligned on its own 
specific pedagogical strategy. 

 User generated content: In this scenario, users with sufficient skills can 

produce educational content, distributed by a platform. The crowds act as a filter 
by evaluating content quality on a high scale. If the correct incentives are found 
and the sufficient level of quality is reached, this scenario presents the highest 
and fastest growth potential. A multi-language platform covering literally any topic 
could be built in a few years.   

 Original content: As content quality is among the most important elements to 

engage users, many platforms choose to keep total control over it. In the case of 
edX, MIT and Harvard invested to produce their own content. Those prestigious 
universities rely on their faculty to enrich the catalog, thereby guaranteeing 
quality. The difficulty is to convince the faculty to develop those classes on top of 
their academic and traditional educational responsibilities. Salman Khan, on the 
other hand, built Khan Academy by creating his educational videos himself. Even 
today, all 3,200 videos on Khan Academy are internally produced by dedicated 
teams. 
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5.2 Level of Content Sophistication 

 Original content repurposed for online usage: Many of the first initiatives in 

digital education simply aimed to share the content used in the classroom, by 
making it available online. MIT for example, through the Open Courseware, 
provides almost all the course materials used on the undergraduate and 
graduate subjects taught at MIT.  

 Original content optimized for digital learning: To fully leverage the 

possibilities offered by new technologies, ed-tech stakeholders realized that they 
should design content specifically adapted for digital usage. Khan Academy for 
instance produces educational content through videos lasting 10 to 15 minutes. 
Longer topics are segmented into several shorter videos each having a clear 
focus. Similarly, MITx now also provides short videos with transcripts.  

Figure 6: MITx user experience 

 

 Original interactive content optimized for mediated learning: Codecademy 

for instance creates a real interaction between the human and the platform, by 
providing learning and exercises that are corrected live. 

5.3 Challenges  

Content creation is a strategic differentiator for any platform, as the platform proposing the 
largest quality catalog of courses designed for an online experience will gain a significant 
advantage. To summarize, the key challenges facing content creation include:  

 Scaling high quality content, on the broadest list of subjects.  More specifically, 
finding sufficient resources to invest in development, and supporting producers 
with adequate incentives. 

 Defining the standards for quality and ensuring homogeneity of content. 
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 Designing an efficient feedback loop to improve content, and building 
assignments that will help the learner to maximize learning, and the content 
author to improve the content. 

6  Content Distribution  

6.1 Introduction 

The Internet connects nodes and people regardless of physical boundaries, time constraints, 
and socio-economic backgrounds. This has created tremendous new opportunities in the 
democratization of high quality higher education. For the first time in history, learners can 
acquire knowledge whenever convenient, from wherever they are, and on a number of different 
platforms. 
 
Digital education has become available for anyone, anytime, anywhere. 
 
The goal for distribution is to deliver content efficiently and widely. The key dimensions of 
today’s distribution systems span three critical lenses: When, Where, and How.  The “When” 
refers to the distinction between synchronous and asynchronous distribution. While some 
platforms require all learners to consume content at the same time (typically synchronized with 
in-class lectures), other platforms allow learners to log in and out as they please.  The “Where” 
refers to the device where the content is consumed. The three main devices used today are 
PC/laptops, tablets, and mobile phones (both feature and smartphones). The “How” refers to the 
means of distributing the content. The primary approaches today include web-hosted streaming 
videos and interactive exercises as well as downloads through application stores.  See Figure 7 
for a graphical illustration of the three distribution lenses: 
 

Figure 7: Distribution Lenses 
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The next section describes the market landscape across these three dimensions in greater 
detail. 
 

6.2 When: Synchronous and Asynchronous Learning 

6.2.1 Synchronous Learning 

Synchronous digital learning is similar to the traditional classroom approach where courses 
have specific start and end dates, as well as deadlines for assignments and examinations that 
are typically dictated by in-class schedule and syllabus. In some cases the lectures have to be 
viewed live. In other cases, the lectures do not have to be viewed live and they can be paused, 
rewinded, etc. This approach is adopted by many of the institutionally affiliated platforms such 
as edX (MIT and Harvard), Coursera (Princeton, Stanford, University of Michigan and University 
of Pennsylvania) (See  

Figure 8) and Udacity (Stanford) where the courses are led by professors from established 
universities. This approach enables educators to provide the learner a traditional classroom 
environment while breaking down the geographic barriers associated with traditional 
classrooms. Assessment and certification are also easier because learners can be evaluated in 
a common and standardized manner. From the learner’s perspective, this approach is attractive 
if they are looking for credible and high quality digital education for free, but time flexibility is less 
important.  

 

Figure 8: Coursera Synchronous Content 

 
 
 

6.2.2 Asynchronous Learning 

Asynchronous learning dismantles the traditional approach of time-constrained learning. Time is 
not considered to be fixed and learning is heavily modular and individualized. Khan Academy is 
the pioneer in asynchronous learning primarily because of their philosophy about how differently 
students learn. Their 10 minute videos and learning modules can be accessed whenever 
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convenient to the learner and there are no start or end dates to a course. iTunesU, accessible 
through app store downloads, also allows the learner to consume the content whenever they 
desire.  However, the process of subject mastery is more self-driven than the synchronous 
learning environments. This approach is great for the learner who wants to consume the content 
in bite sized chunks, does not care strongly about assessments and formal certification, and 
wants to start and end the course on their own terms.  

6.3 How: Content Delivery 

6.3.1 App Store Downloads 

App stores and direct downloads are the traditional approaches where full length downloads of 
videos and course materials are available for consumption. iTunesU is a convenient way for 
universities and other higher education institutions to repackage existing content without having 
to worry about logistical and technological barriers of hosting and distributing content. The 
marginal cost of distributing this content is virtually zero and the content can be reused as is. 
Over 40+ elite institutions including MIT, Yale, Oxford, and Stanford distribute full length 
downloads through iTunesU. The biggest benefit of this approach from the learner’s perspective 
is that once the content has been downloaded, the files are locally saved. For learners in areas 
with slow internet connections, this approach is attractive because they can download the video 
(often hundreds of megabytes in size) overnight and can access the file the following day 
without any buffering issues. See Figure 9 for a snapshot of on-demand content on iTunesU. 
 

Figure 9: iTunesU App Store 

 
 

6.3.2 On-Demand Streaming 

On-demand streaming refers to education content that can be accessed over the Internet from 
any device. Khan Academy, Udacity, Coursera, and Code Academy are a few of the many 
platforms that deliver content directly over the web. As web-hosting costs continue to decrease 
at exponentially, this is rapidly becoming the de facto way of delivering content. The key benefit 
for the learner is that the content can be consumed without having to download large files to a 
local computer and that the content can be accessed from the cloud and the web using a 
machine with an internet connection. However, having a high quality uninterrupted Internet 
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connection is a necessity for this type of distribution which is quite often a hindrance in 
developing nations.  

6.4 Where: Device Platforms 

6.4.1 Laptop/PC 

Consumption on personal computers is the primary device on which digital education is 
consumed. PCs and laptops provide a great deal of horsepower (both from storage and 
processing perspectives) and allow for a more engaging and compelling experience especially 
when learning complex topics. However, there are obvious limitations around mobility. Overall, 
learners who need to download full length content and for whom mobility is less important, full 
size laptops and PCs are compelling. For those leaners on-the-go, this platform will lose appeal 
to more mobile friendly options. 

6.4.2 Tablets 

The stunningly rapid adoption of tablets in the developed world has opened up a whole new 
ecosystem of digital education consumption. All of a sudden, learners can view a 10 minute 
Khan Academy clip on the bus or train to work on their iPads. Additionally, the touchscreen 
capabilities allow for interactive and adaptive content that has never been seen before with 
laptops and PCs. Tablets are an excellent way of consuming streaming content or iTunes 
downloaded content that can be consumed in a cross platform manner. See Figure 10 for a 
snapshot of Khan Academy’s iPad app, one of the most downloaded applications on the iPad. 
 

Figure 10: iPad specific content 

 
 
 

6.4.3 Mobile Phones 

The dramatic proliferation and adoption of mobile phones (primarily feature phones in the 
developing world and smartphones in the developed world) and the application ecosystem is 
hugely attractive to both educators and learners alike. There are hundreds of third party 
applications in the smartphone ecosystem that have drills on basic skills such as math and 
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science. Many of the on-demand videos are also available for viewing on smart phones. 
However, the small screen makes it harder to consume longer videos. We have not yet seen 
many use cases of education on feature phones but will remain an area of interest for educators 
given the massive populations in Africa and Asia that use feature phones.  
 

6.5 Challenges 

There are a number of challenges that distribution methods face as content creation and 
consumption starts to scale. With the proliferation of platforms and devices, the content creator 
will need to figure out how to efficiently repackage and redistribute the content across the 
various learning platforms and end-points. For example, if a content creator wants to repackage 
his content to fit Khan Academy’s and Coursera’s platform, they will need to adhere to their 
respective requirements. Within Khan Academy, the creator may wish to distribute over the web 
and tablet platforms. This repackaging, rendering, and optimization is no trivial task and will be a 
key challenge to enabling efficient delivery on a global scale.  

7 User Engagement and Support 

7.1 Introduction 

Once digital educational content has been created and distributed to the end-user’s device, an 
entirely new challenge exists in creating a consistently engaging and rewarding experience for 
the learner. Many of the prevailing platforms today target learners outside of the conventional 
classroom setting, where there is less of an institutional context in place to maintain consistent 
student participation.  As a result, design of the learner’s user experience is regarded by content 
platforms as a critical opportunity to employ tactics that maintain high levels of interest and 
support throughout lessons.  The prevailing trends driving user experience design in digital 
education today include: 
 

 “Gamification” techniques for enhancing student motivation 

 Integration of social networks for collaborative learning 

 Learning progress feedback systems for students, teachers, and parents 

 Adaptive and personalized course content and media 

7.2 Student Incentives and Gamification 

As the educational setting migrates beyond the classroom, a critical first step in the design of 
digital education applications is ensuring that the student is willing and motivated to learn, and 
will continue to revisit the site and progress through the content.  An increasingly common way 
to incentive students to remain engaged in digital coursework is to borrow proven techniques 
from game design, which “take advantage of humans' psychological predisposition to engage in 
gaming.”1  Sebastian Thrun, founder of Udacity, explains, “the basic idea is to use the 
interactive power of the medium almost like a videogame, and not to get trapped in the idea that 
you have to just videotape a lecture.”5 
 

                                                
1 http://en.wikipedia.org/wiki/Gamification 

http://en.wikipedia.org/wiki/Gamification
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Elements of “gamified” design are becoming increasingly prevalent in today’s digital education 
experiences.  Common techniques include the use “micro rewards” such as points and 
achievement badges, progress bars, and other visualized metrics that track student progress 
against their goals. 
 
For example, Codecademy (Figure 11) persistently represents a user’s progress in terms of 
total points earned, number of learning exercises completed, badges for types of achievements 
earned (shareable on Facebook and Twitter to receive public recognition), and overall progress 
towards completing a given lesson plan.   
 

Figure 11: Codecademy Game Incentives 

 
 
Khan Academy employs a similar approach (Figure 12), indicating to the user his/her completed 
lessons, videos watched, and overall “energy points” which correspond to shareable 
achievement badges.  Finally, progress bars correspond to game-like “levels” which contain 
exercises that must be completed before additional and more advanced content can be 
unlocked.      
       

Figure 12: Khan Academy Game Incentives 

 

7.3 Social Networks and Collaborative Learning 

In addition to providing incentives targeted to individual students, several digital education 
platforms are now leveraging communities of peer learners to support and even teach one 
another.   
 
Knewton, for example, is a digital education platform that includes features to analyze students’ 
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understanding of key concepts, and suggests peer “study buddies” with similar learning styles, 
who can then assist their peers, as well as be assisted, in areas of difficulty.    
 
P2PU.org (Peer 2 Peer University) is an even more inherently social learning platform, in which 
learners “work together to learn a particular topic by completing tasks, assessing individual and 
group work, and providing constructive feedback.”2 On P2PU.org, users drive the creation of 
lesson content as well as assisting one another in completing a step-by-step multimedia 
learning process.  Within each lesson topic, students can connect to a variety of listed peers, 
including “peers who have offered their help,” “peers taking this challenge,” and “peers who 
have completed this challenge” (Figure 13).  In addition, each step of the learning process often 
includes prolific user commenting and discussion forums.   
 

Figure 13: Social Learning 

 

7.4 Student and Teacher Feedback Analytics 

Assuming a student stays engaged and continues progressing through the platform, the next 
critical step is to provide continuous feedback to the student and the teacher, in a way that 
replicates and even enhances the learning experience that would typically occur in a physical 
classroom.    
 
In fact, one of the primary advantages of digital learning platforms compared to the traditional 
classroom setting is they provide teachers and learners the opportunity to gain much deeper 
and real-time insight into specific subject areas where students are succeeding and struggling. 
For example, Khan Academy provides students with the ability to track their own effort and 
accomplishments over time (Figure 14), for a greater understanding on where their critical 
learning obstacles lie.   
 
These dashboards and others like them (Figure 15) become even more valuable when they are 
accessed by a teacher or “coach” - either in a complementary or entirely separate setting from 
the physical classroom - who can now manage multiple students’ learning progress 
simultaneously (Figure 16).As a result, students and teachers are now equipped with much 
greater insight into which areas to focus their learning and attention on the digital platform.  
   
 
 
 

                                                
2 http://p2pu.org/en/ 

http://p2pu.org/en/
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Figure 14: Khan Academy Student Progress 

 
 

Figure 15: Khan Academy Focus Chart 

 

 
Figure 16: Khan Academy Teacher Dashboard 

 
 
 
 
 

7.5 Adaptive and Personalized Learning Platforms 

A new problem arises when digital education platforms become truly democratized and begin 
serving content and lesson plans to hundreds of thousands, if not millions of students, at once.  
Under these circumstances, a physical teacher or “coach” may not always be present in every 
case to analyze and help adjust students’ progress.  Moreover, each student may be 
approaching the same subject matter with vastly different levels of sophistication.  For example, 
Sebastian Thrun’s Udacity course on Artificial Intelligence attracts hundreds of thousands of 
students – some of whom have no programming background at all, while others might have 
advanced degrees and a simple interest in a review course.  To address this issue, new 
“personalized learning” platforms are now emerging, which analyze each student’s unique 
learning behaviors and preferences to generate individual learning profiles, and customizes 
solutions to ensure concept mastery. 3 
 

                                                
3 http://www.knewton.com/digital-education/ 

http://www.knewton.com/digital-education/
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Today Knewton is the forerunning example of an adaptive education platform.  As a student 
consumes lesson content on Knewton, the platform is constantly assessing how they learn each 
concept best, and accordingly, determining which type of educational media to deliver, whether 
it is a text explanation, videoclip, game, or interactive exercise.4 Knewton will also determine 
whether to provide a short, bite sized piece of information, or a longer one, depending on how 
the student learns.  Finally, in addition to adjusting the type of media to deliver, Knewton will 
customize the amount and difficulty level of practice questions for each student. 4 This type of 
advanced customization is likely to become increasingly important, as the contexts of digital 
learning environments become even more diverse and student-centric.  But with the help of 
adaptive platforms, whether a student chooses to learn in 5-minute review sessions on a mobile 
device, a half-hour lessons on a tablet, or 2-hour long practice exams on a desktop, they will 
always be advancing through lesson content in the most efficient manner possible.   
 

7.6 Challenges in Engagement and Support 

It is clear that the experience of consuming digital educational content can provide many 
valuable benefits to the learner, even over the physical classroom experience.  For example, 
Sebastian Thrun has noted that about 75% of his regular Stanford class have stopped attending 
and instead begun taking his online version.  The reason, he explains, is that “they would rather 
just see me on video, because they can rewind me, they can see me in the evening, in the 
dorm, and so on.”  At the same time, Thrun recognizes that something in this experience is lost.  
He comments, “Nothing comes for free.  Being able to walk up to a professor, have a discussion 
on the blackboard, go into detail – that’s something that’s hard to do online… that part of the 
interaction is a little bit lost.  But then, not everybody can do it.  It cost something like $40,000 a 
year to be a student at an elite university, so it comes at a certain price.  And I think 99% of the 
world population that wishes to have education can’t really afford this, and so we’re hoping to do 
a good job for those people.” 5 However, future innovators will certain aim to continue improving 
the digital learner’s user experience with increasingly immersive and richly interactive 
environments. 
 
Another challenge that will become increasingly relevant at large scale is student assessment 
and grading.  Computers can easily process well-structured and predictable assessments, but 
no scalable solution exists today for lengthy, complex or qualitative reasoning.  In addition, truly 
sound methods for grading must also incorporate safeguards against cheating, which is another 
major challenge in very de-centralized, asynchronous and student-centric environments.   
 
The needs for both scalable grading and anti-cheating safeguards will likely become the focus 
of future digital education startups, whether they are met by outsourced human labor or 
advanced technological solutions.   
 

7.7 Certifications and Degrees from “Democratic” Platforms 

A variety of concerns in today’s digital education systems have to date have prevented many 
online institutions from issuing accredited certificates or degrees with the same societal 
recognition that conventional institutions now provide.  These concerns surround the level of 

                                                
4 http://www.knewton.com/partners/ 
5
 http://techcrunch.com/2012/04/04/ex-stanford-teachers-new-startup-brings-university-level-education-to-

all-tctv/ 

http://www.knewton.com/partners/
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curriculum content and pedagogical quality, uncertainties around grading methods, and 
potential for cheating – particularly for the highly democratized platforms, i.e, those that are 
highly open, free of charge, student-driven.  Two recent high-profile examples include MIT and 
Harvard’s collaborative edX program, which makes available all of its content to any learner, but 
will only in some cases issue students a “certificate of completion” which bears no association 
with MIT or Harvard.  Similarly, Udacity, which is based on Stanford courses, only offers a 
“Statement of Accomplishment” which does not count towards any Stanford credits, grades, or 
degrees.   
 
However, for most of today’s highly democratized education platforms, gaining formal 
accreditation does not appear high on the strategic agenda.  While some institutions such as the 
University of Phoenix online have become accredited and even issue degrees, reaching this 
goal is undoubtedly a highly costly and long-term endeavor.  And although today most 
conventional students may perceive a degree as the payoff for their investment of tuition, new 
democratized and free platforms are instead experimenting with a variety of new types of 
business models.   

8 Business Models 

Digital education platforms primarily operate on four business models: Donation, Pay wall, 
Freemium, and VC funded: 
 

 Donation by definition depends on philanthropic institutions and individuals to 
contribute. This approach is less sustainable, but also means that content 
acquisition is free. If able to maintain source of funding consistently, can be 
scalable. Khan Academy in a nonprofit and is sustained by enormous amount of 
funding from Bill and Melinda Gates Foundation and all the content is free.  

 Pay wall is also known as “pay as you go”, takes an all-or-nothing approach. 
Users will have to pay to attend courses or for certification. This model, once 
implemented, is going to be the most sustainable but may sets up a barrier for 
the economically challenged thereby creating some of the same issues that exist 
with today’s elite institutions. The Minerva Project plans to charge $20,000 for a 
high quality course online but provide many of the perks as that of a traditional 
university.  

 Freemium is by far the most common business model for many B2C IT 
products.6 A typical freemium model for online education is to offer most lectures 
for free, and charge for featured content. No player has quite figured this out yet 
but edX plans to keep the content free but charge for a degree. This model is 
likely to be the most predominant in the future because it is a good balance of 
providing free content while maintaining a sustainable and steady income 
thereby less dependent on philanthropic sources 

 No business model is currently the where most ventures in this space are today. 
Coursera, Udacity, Minerva Project, Code Academy, Treehouse, and 2Tor have 

                                                
6
 JLM de la Iglesia, JEL Gayo, "Doing business by selling free services". Web 2.0: The Business Model, 

2008. Springer 
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all raised money from VCs to continue operating until they figure out sustainable 
business model. 

 
“This is a honeymoon phase for this project and eventually we will need to figure out a real 

revenue model” 

-Maureen Suhendra, Khan Academy 
 

The quote above from the Khan Academy highlights the need for the development of compelling 
business models in order for the various platforms to be self-sustainable when the funding 
without strings starts to dry up. The next section will describe examples (not exhaustive) of 
potential business opportunities that can be both standalone and profitable. 

9 Future Business Opportunities 

Needs:  

# Needs Production Distribution Engagement 

1 High quality that is scalable 
at low cost 

X   

2 Multi-device content 
optimization 

 X  

3 Cross platform 
compatibility 

 X  

4 Fair and Scalable Grading   X 

5 Preventing Cheating   X 

 
  
1.  Content Quality Rating – This business would be the “Moody’s for education content”. 
The platform(s) with the highest quality of content will have a huge advantage and will probably 
eventually win. There is no question that the amount of content available is only going to 
increase from both institutional and independent creators. However, to ensure a trusted 
education, there needs to be a process in place to validate both the relevancy and accuracy of 
the content and the reliability of the content creators. There is room for a business that will act 
as an independent rating agency for both the content and the content creator that works across 
all the platforms. For example, most content that comes out of edX will likely have a AAA rating 
while most user generated content from independent creators will start low but based on 
popularity of content and past scores of the creator will gain in rating score.  
 
2.  Multi-Device Optimization – Once the content is created, the creator will need the content 

to work on laptops, tablets, TVs, mobile phones, and any other mass consumed device. 
Repurposing raw content for these devices is no trivial task. Everything from rendering for 
screen size, cutting into smaller time chunks, to decoding and encoding will need to be done 
professionally. While well-funded institutions may have in-house resources for such tasks, other 
independent and long tail content producers will need support to efficiently reach every device.  
 
3. Cross-Platform Content Clearinghouse – In addition to distributing content over multiple 

devices, every piece of raw content will need to be reformatted to comply with the various 
learning platforms. Khan Academy’s platform will require the video to be in one format/size while 
Coursera might have other requirements. Reformatting the content to all the various platforms 
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can be both time consuming, complex, and expensive. There is a business opportunity in 
providing a turnkey solution where the content creator simply selects the platforms they want 
compatibility with and the proposed service takes care of the rest.  
 
 4. Outsourced High Quality Grading – One of the biggest challenges of effectively educating 

hundreds of thousands of learners and providing certification is to how to accurately grade them 
all on an equal footing. edX, for example, is planning to reach out to MIT alumni to grade 
assignments in exchange for compensation. There is a compelling business opportunity for an 
independent body to be the one-stop-shop for all grading needs (both machine readable and 
prose content). The machine readable content can be graded similar to how standardized 
testing in the US is graded. The prose content would be a rating-driven peer system where 
assignments would be graded by those who have already passed that particular course. The 
grader will be compensated both through credits for future courses and game mechanics such 
as badges and leaderboards. The grader will also be given feedback by the learner for 
thoroughness and accuracy.  
 
5. Virtual Proctor – Going hand in hand with grading is the need for proctoring examinations 

without which there is a huge risk of fraud and potentially undermining the entire digital 
education movement. For obvious reasons, it is not possible for proctoring to happen physically 
and therefore a technological solution is needed.  There is potentially an opportunity here to 
develop a big data analytics engine to make predictions about fraud. For example, the system 
might automatically identify when a particular learner demonstrates uncommon patterns of 
learning and performance due to potentially cheating.  

10 Conclusion 

Although the digital education ecosystem is clearly still in its infancy, a vast variety of 
experimental models have already emerged across multiple dimensions of each segment of the 
education value chain.  Without doubt these models will continue to evolve rapidly over the next 
3-5 years, to address the business needs and opportunities delineated above. 
   
While it is extremely difficult to predict the ultimate form of a democratized digital education 
system, the overarching trends and momentum in this direction is clear.  The winning platforms 
will be those that can effectively create high quality content at scale, deliver the content 
efficiently to citizens around the globe, and engage the learners and the educators to ensure 
they interact with the platforms regularly and in a constructive manner while having a 
sustainable business model. The winners may be a combination of educational institutions, non-
profit entities, or for-profit ventures and who it will specifically be is uncertain at this moment. 
However, it is certain that the walls of higher education have and will continue to be 
democratized and the reach of high quality higher learning will be far wider in the next 3-5 years 
than what it is today. 
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