Unit 4 Budget Assignment

Unit 4 
Management of Distance Education 
Objectives: 
· To understand who the distance learners are and how to provide services to distance learners. 
· How to develop a marketing plan to reach the distance learner. 
· To understand the levels of decision-making in the development of budgets for distance education programs. 
· To understand the daily operations of a distance education program. 
· To understand the need for course and program evaluation. 
********************************************************* 
Commentary 
This is the most extensive unit.  You’ll find this a lengthy commentary, which in distance course design is not recommended.  However, I wanted to give you information for areas not covered in the texts so please excuse the lengthy commentary. 
  
We are going to cover who are the students you will deal with, how to market to them to get enrollments, how to provide them services and how a distance program operates.  We will talk about how to develop a budget for a program and finally how to evaluate/assess the success of a program. 
  
The Distance Learner 
The distance learner has typically been the adult learner.  The standard profile was a white female, in the mid thirties, with 2 to 3 children and working part- or full-time.  That profile has begun to change.  Over the past decade there are now more older adult learners (over 55), more traditional aged learners (18-22) and more K-12 students.  Distance education is beginning to reach over all ethnic and economic backgrounds.  As a distance educator planning an educational experience that would meet the learning styles for all of these groups may seem like a impossible task.   You will never please everyone and it is important to understand that.  When evaluations come back you will find extreme ranges.  This has been hard for instructors to understand.  Learners will be extremely vocal and if they like the course the praises will be great and if they don't like the course the criticisms will be harsh.  The distance learner will more than likely not prefer to learn at a distance but for most it is the only way they will receive the education they desire.  As a distance educator you try your best to make the learning experience valuable and flexible. 
    Most of the distance design principles are geared for adult learners but most of you will be working with the K-12 population.  Moore and Kearsley (1996) make the following comparison between adult learners and K-12 students: 
· While children trust the teacher to define course content, adults need to define it for themselves, or at least to be persuaded that it is relevant to their needs. 
· While children accept a dependent relationship with a teacher, adults have a sense of self-direction and personal responsibility. 
· Children have little personal experience to draw on, but adults have a lot, which they appreciate being used as a learning resource, and resent being ignored in favor of other peoples' experiences. 
· Children will accept the teacher's decisions about what to learn, when, where, and how.  Adults like to make such decisions for themselves or at least be consulted. 
· Children must acquire a lot of information as the basis of life in the future.  For adults the future is now; they have a basis of information and see learning as necessary for using it in solving problems in the present. 
· Children may need external motivation to make them learn; adults volunteer to learn because of their intrinsic motivation. 
Adults have much more anxiety about distance learning where children love to try new things and pick up on how the system works much faster.  It is not the technology that runs the learning but is just the catalyst for it.  As much as you can you should design your distance projects for the learning style of students you will be teaching. 
  
Terms  There are two terms you should be familiar with here.  Pedagogy is the term for the theory and philosophy of teaching children.  Andragogy is the term for the theory and philosophy of teaching adults. 
Here is a PowerPoint presentation for your review on student services for distance students.             
· Student Services:  View in IE    Download in Netscape   
  
Marketing Plans 
I attended one of the Distance Education Training Council’s (DETC) marketing workshops.  It was a good meeting on understanding the unique needs of marketing distance programs. In the section below, I cover some of the key aspects from the speakers at that meeting. 
John Trasler, Managing Director of the Corporate Services, Financial Time Management, made a presentation on the global vision of reaching distance learners and presented some interesting facts: 
· The world-wide post secondary market is over $480 billion 
· 45% of the students are over 25 
· 30% have management positions 
· In 1998 5% of  higher education was distance 
· By 2002 it is expected to be 15% 
· In 1998 world wide distance students estimated at 5 million 
· By 2002 the number of distance students will grow 30% 
I’m sure that these numbers have grown since this presentation.  The pool of distance learners is out there. The key is finding the best way to market programs to them. 
Another thing Trasler pointed out in his presentation was the changes in education: 
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New Style 
* Faculty focused



* Student focused 
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* Learner driven 
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* Distributed learning 
* Just in case learning



* Just in time learning 
* Memorization
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* Asynchronous 
*Socialization process



* Results oriented 
Although Trasler was concentrating on the global approach, he ended his session with the following marketing advise:  think global but act local, know your market, use the SWOT analysis, remember new players are a threat to your market, technology changes the rules and develop partners.  For those not familiar with the SWOT analysis, SWOT stands for strengths, weakness, opportunities and threats.  When creating a marketing plan you should first analyze your organization’s strengths, weaknesses, opportunities and threats so that you have all bases covered in your plan. 
Dr. Sundaresan Ram, Associate professor of Marketing at Thunderbird, the American Graduate School of International Management made a presentation on How to Develop an Effective Marketing Plan.  Dr. Ram presented five steps to developing a marketing plan: 
Step 1 – Define potential customers 
· Identify customer segments likely to benefit the most from your service 
· Determine where it will be a need and where it will be a want.  The need/want spectrum determines the customer willingness to pay. 
Step 2 – Identify key target segment(s) 
· Select one or two key segments which have a high willingness to pay and a high ability to pay 
· Examine how defensible these segments will be (vs competition). 
Step 3 – The services marketing mix (the seven P’s) 
· Product idea/service concept – describe (in 3 sentences or less) what your target customer will be buying from you 
· Pricing – price should be a signal for product quality 
· Promotion/Advertising – message, media, money (budget) 
· Place/Distribution – partners who will support technology, develop clients, deliver service and geographic locations/sites 
· People – selection of quality faculty, selection of technical support personnel, selection of quality students/participants 
· Process (operations) – role of standardized operations, minimizing variability in each service encountered 
· Physical evidence – education is an “intangible” good, so customers need “tangible” hooks to evaluate quality of offering; educational credentials of faculty; testimonials from past learners; program accreditation. 
Step 4 – Check plan for internal consistency.  Are the 7 P’s internally consistent? 
Step 5 – Check plan for external consistency.  Will the plan be successful, given the marketing environment?  Customers – ability/willingness to pay, competitors, technology, regulations, economy. 
You might have noticed from the information on the sessions above that these are very much geared to a business model.  Many feel that this is not appropriate for educational use. However, to stay competitive, educational institutions must go to a business model.  The institutions that presented at this workshop are for-profit institutions.  They must have the enrollments in order to survive.  
There are two other presentations I would like to discuss today.  These deal with using data mining as a technique for potential markets and the other is on web-based marketing. 
Rick Bentz, Vice President of Research and Marketing, Datamark Response Communications, spoke about data mining at the DETC workshop.  If done properly database marketing can work well for you.  First Bentz spoke about what data mining can do for you: 
· Turns data into actionable information 
· Learn descriptive and predictive information on your current success and failures 
· Profile and identify new prospects 
· Increase revenue and profit 
Then Bentz spoke about what data mining cannot do for you: 
· It’s a tool, not a panacea 
· It has no knowledge or practical expertise in your business 
· It gives you patterns of behavior, not necessarily causes 
· It will not clean up a database mess – GIGO 
· It doesn’t replace the skilled analyst 
Bentz provided the following easy steps to successful data mining and knowledge discovery: 
1. Data warehousing – design and implementation 
2. Identify the problem and define business objectives. 
3. Prepare the data. 
4. Select appropriate modeling technique. 
5. Build and test model. 
6. Use model. 
7. Monitor model and make adjustments. 
Now I am by no means an expert in data mining but if you have a database with student or enrollment information, this may be a good way to look at trends for marketing purposes and something you may want to explore. 
Erick Scheiderman, President of EduWeb Internet Communications, Inc. spoke at the workshop about Web-based marketing and I felt it was one of the best sessions.  He noted that nearly 90 percent of all Web traffic is driven or directed by search engines.  However, just submitting your site to the search engine is not enough. You need to be in the top three pages of a search. Most search engines build their databases using spiders or robots that are server-based software applications. What the Web site owner submits is what these databases are based on.  To help improve your web site ranking you need to develop keywords and use them on each page of your site. 
There are four things, according to Scheiderman, that will help you with your keywords: 
1. Use keyword phrases – keyword phrases are multiple keywords grouped to form a single unit.  Key word phases allow you to provide a more specific target by which someone can locate your Web site.  Using keyword phrases, opposed to just keywords, increases your chances of becoming highly ranked in a search engine database. 
2. Think like your customers – the key to coming up with successful keywords is to think like your learners.  Think outside your “box” and ponder the keywords or phrases that you would use to look for your site.  Ask your learners how they would find you on a search engine. 
3. Use regional cues – if you offer regional products or services, capitalize on this by using regional keywords or phrases. 
4. Avoid using kill terms – kill words (also called stop words) are common words that are usually ignored by search engines, such as conjunctions and prepositions including:  a, an, and, at, by, for, in, it, of, that, the, to, too, Web, with.  Avoid the use of kill terms in your keywords and phrases. 
The final thing that Scheiderman provided in his session that might be useful to you all is how and where to place your keywords.  I’m not very good with HTML but if you are this will be a help. 
           Keywords in title tag: <TITLE>ABC Schools: The leader in distance education and training career programs</TITLE> 
                     Keywords in META description tag: <META NAME=”DESCRIPTION”> 
                     Keywords in META keyword tag: <META NAME=”KEYWORD”> 
                     Keywords in heading level tag: <H2>Our Distance Learning Programs<H2> 
         Keywords in opening anchor tag (link): 
<A HREF=”http://www.yoursite.com/<keyword>.html> 
          Keywords in page body text 
          Keywords in ALT value of <IMG> tag: 




<IMG SRC=students.jpg AIT=”distance learning”> 
          Keywords in Comment tag: <!--insert keywords here--> 
         Keywords in input hidden tag: 




<INPUT TYPE=”HIDDEN” NAME=”HIDDEN VALUE=”Keywords”> 
  
Budgeting a distance education program
Show me the Money!  As a distance education administrator you will hear that often.  In many major institutions, distance education is part of the continuing education unit and typically this outreach arm of an institution is often considered a “cash cow”.  This was the case with my previous institution.  Most distance education programs, even when supported by the institution, are looking to become self-sufficient. 
Moore and Kearsley (1996) briefly discuss budgeting distance education programs.  Administrators must decide how much money to spend on the unit’s different areas of function such as course development, technology, academic staff, student support services, central facilities, administration and marketing/promotion.  Budget decisions must be made at many different levels: institutional, departmental, programmatic, and in individual courses.  Each level of decision-making will have different priorities.  Consequently, budget decisions are often accompanied by power struggles as each group attempts to fund their piece of the pie.  It is important to make well-informed budget decisions.  This requires extensive planning. 
Planning and designing a budget 
Every organization has unique needs and funding sources when it comes to developing its budget.  For most distance education programs the budget is developed and driven on the income from enrollments. 
The leading authority in the costs and economics of distance education is Greville Rumble from the British Open University and he has published a book on this.  It goes into great detail that we will not be able to discuss in this one week but I will be providing you models and definitions from his book, as well as some other models. 
I found a benefit-cost project on the web. 
http://www.calstate.edu/special_projects/mediated_instr/proposal.html 
This site is no longer active but it had some valuable information so I want to discuss it. 
This project conducted by Frank Jewett received a grant in 1996 and the following summarizes key points from a national discussion related to the issues in determining costs of distance education courses. 
· The discussions of benefits should be separated from the discussion costs initially.  The benefits and costs of distance education should be compared with the benefits and costs of classroom instruction. 
· Costs should be calculated from the perspective of the educational institution. 
· Costs of both mediated and classroom instruction should be based upon a comprehensive list of institutional costs directly related to the specific instructional mode. 
In order to determine if a distance education project is successful, it needs to be compared to classroom instruction costs.  I know that initial development of distance education can be very costly so returns need to be reviewed over time.  In Jewett’s report he attached a chart at then end of web site to show where lecture and distance education costs intersect.  Since you can no longer see the chart I will tell you about it.  The chart was designed to show the cross over in the costs of serving students in the classroom and serving students at a distance.  The cost for developing a distance course start out higher than for the classroom.  However, at a point the costs will stabilize for distance education and continue at that rate no matter how many students are added to the course.  For the traditional classroom the costs will continue to rise with increases in enrollment.  You will always need to pay for a teacher for a certain number of students.  This is where the concept that DE will pay for itself or even make money comes into play.  However, you must realize that this is for a large program.  
Bates (1995) has created the ACTIONS model for assessing costs and benefits.  The acronym stands for: 
Access, 
Costs, 
Teaching functions, 
Interaction and user-friendliness, 
Organization, 
Novelty and 
Speed 
  
Bourdeau and Bates lists the following key cost areas: 
Fixed and Variable Costs 
Production and Delivery Costs 
Equipment and Teaching Materials 
Variables Impacting on Costs 
Costs and Decision-making 
In essence, taking all these factors into play, it is important to understand costs in terms of providing access by using appropriate technology.  Technology can be costly and become obsolete in a short period.  The ACTIONS model points out it is important to distinguish between fixed and variable costs in determining which technology to use.  The table below describes fixed production costs for one hour of teaching material. 
Table 1

Fixed Production Costs (including overheads) for One Hour of Teaching Material 
	Face-to-face lecture 
	1 unit 

	Audio-cassette/radio/teleconference 
	2 units 

	Televised lecture 
	2-5 units 

	Computer-mediated communication 
	2-5 units 

	Print 
	2-10 units 

	High-quality TV program 
	20-50 units 

	Pre-recorded computer-based learning 
	20-50 units 

	Computer-controlled video-disc (from scratch) 
	50-100 units 


(Bourdeau and Bates, 1995, pg.277) 
 (although I find some of these a little exaggerated, it does help make the point) 
In conventional education, the cost of each course tends to be roughly the same each year. However, technology costs tend to show more variation and can be broken down into production and distribution costs. There are several ways to express costs.  Each has its value, depending on the purpose.  A number of assumptions may effect which costs and benefits are collected. 
1. Total costs over the whole life of a course or project for different numbers of learners taking that course. 
2. The marginal cost of increasing the volume of teaching by one unit. 
3. The marginal cost of adding an additional student to a course. 
4. The average cost per hour of study material for a particular technology. 
5. The average cost per student study hour. 
While the costs of specific items vary greatly between institutions, the cost structures (the relationship between volume of teaching, numbers of students, and the costs of production and distribution) tend to be constant.  We can reflect this using cost curves that show how costs vary along these dimensions.  Costs per student study hour (the average cost per hour of study contact with the technology for every student taking the course) is the measure that best takes into account both volume of activity and number of students and provides the best comparison between costs of different technologies.  (http://research.cstudies.ubc.ca/nce/index.html) 
Rumble provided an activity for costing to help you think through how to budget a course or program. 
Activity of Costing 
Phase 1: Preparation 
1.      Identify the scope of the study 
·        Obtain a broad understanding of the project and its scope. 
·        What kinds of costs are involved? 
·        What is driving the costs? 
2.      Decide on the basic format of the analysis 
·        Decide in great detail exactly what it is that is being costed or measured. 
·        Rough out the approach that is being taken. 
  
Phase 2: Execution 
1.      Collection of data and information 
·        Collect the data and information on inputs, their costs and the outputs. 
·        Understand the limitation of the data. 
·        It is much better to record the data in ways that will enable it to be aggregated later. 
2.      Analysis 
·        Be clear as to the purpose of the costing exercise, and decide how this will affect the analysis. 
·        How accurate are the findings? 
  
Phase 3: Delivery 
1.      Presentation 
·        What are the aims of the study?  What questions were being asked? 
·        Does the accuracy of the information need to be qualified? 
·        Is there an explanation of the methodology used, and its limitations? 
·        What are the findings?  How reliable are they? 
2.      Evaluation 
·        How successful was the study? 
(Rumble, 1997, pgs. 75-77) 
  
Rumble also provides good definitions for all the budgeting terms you may run into if you are reviewing a distance education budget. 
Definitions 
Cost – is the actual or notional expenditure of money incurred on, or attributable to, a specific thing or activity.  Notional  - estimate  actual after service, what it did cost. 
Cost unit – is a measured amount of product or service used for the expression of the costs of that product or service – important that the cost unit reflects a measured amount of a product. 
A unit cost – the cost of one measure of output 
Cost center – locations, functions or items of equipment or human resources 
Total cost is sum of all the costs attributed to the cost unit or cost center under consideration. 
Direct costs 
·        Direct materials are the raw materials or components that become part of the finished goods, or are used in the delivery of or supplied with and can be attributed to a particular product or service.  This includes material wasted during the manufacturing process, as well as the costs of packaging etc. 
·        Direct labor is the cost of work done by people where that work can be attributed to a particular product or service. 
·        Direct expenses are items such as subcontracted work or special tools or equipment associated with a particular product or service. 
Indirect costs – costs that cannot be directly attributed to one product. 
Overhead - any cost other than a direct cost identified with producing a service or product. 
Fixed costs – do not increase or decrease with changes in the level of activity 
Semi-variable costs with relevant range - stay the same within a certain range then go up or down accordingly 
Variable costs – every time one unit of output is added, the cost goes up by the cost of that unit. 
Marginal costs – the cost of adding just one unit of output. 
Committed costs – those which cannot be eliminated or cut back without major effect on the enterprise’s objectives or profits. 
Managed costs – these are costs which can be reduced fairly easily without any immediate major disruption to the objectives or profits of the organization. 
Capital item – something that has a useful life of more than one year.  All other costs are revenue costs. 
Source:  Rumble, G.  1997. The Costs and Economics of Open and Distance Learning. 
Now, what would you do with all of these models?  How do you plan a budget? I’ll go through a little exercise here as an example. 
Say you have been hired to be the director of a small distance education program within a public institution.  You have a staff of 4 people, including yourself.  They include an instructional designer, a student services (registration/record keeping) staff person and a secretary.  You have their salaries and benefits to consider. 
The institution has given you office space, so you don’t have facility overhead but you do have an operating budget for office supplies, printing, phone bills and whatever else is needed to manage the office. 
So how many course enrollments will it take to cover the staff and office expenses?  Here are some figures to work with. 
Salaries Office staff 
Director



$50,000 
Instructional Technologist
$40,000 
Student Services Staff

$25,000 
Secretary



$20,000 


Total

          $135,000 
  
Operating budget 
Office Supplies


$5000 
Printing



$7500 
Phone




$2000 
Software budget for 
Instructional Technologist
$4000 
Misc.




$5500 


Total

$24000

Grand total expenses  $159,000 
  
So now we need to determine income.  Your unit is offering 30 undergraduate courses, all three credit hours, in the first year.  Your tuition per credit hour is $125.00.  To break even it would take 425 enrollments.  That would be 425 enrollments X 3 credit hours per each enrollment X $125 per credit hour = $159,375.    500 enrollments would provide an income of $187,500. 
This simple (and not very realistic) form of budget planning does not include things like your fixed costs, your variable costs, your indirect costs but it does help to plan how much marketing you need to do to meet your enrollment project so that you can cover your costs.  One area you do not skimp on when planning your budget is in your marketing.  Without enrollments you cannot make a program or course work.   
  
Daily Operations 

According to Moore and Kearsley (1996) administration of a distance education program includes all the activities that support the teaching/learning process: 
· Potential students must be informed about proposed courses. 

· Students must be registered and enrolled. 

· Fees must be collected and accounts kept. 

· Decisions must be made about what courses to produce. 

· The process of designing, producing, and delivering course materials must be administered. 

· Academic and administrative staff must be hired, supported, and supervised. 

· Instructional and counseling services to students must be administered. 

· Student grades, diplomas, degrees, and awards must be issued. 

· Facilities, equipment, and materials must be obtained and maintained. 

· The effectiveness, efficiency and quality of the program must be constantly assessed. 

If you take notice, this list closely relates to the budgetary categories provided by Moore and Kearsley above, course development, technology, academic staff, student support services, central facilities, administration and marketing/promotion.
Moore and Kearsley go to state that as an administrator you must strategically plan for:
· Formulating a vision and a mission, goals, and objectives for the institution or program 

· Balancing aspirations with currently available resources and choosing among options so that the priority goals can be achieved with high quality and with the available resources 

· Assessment of changes in student, business, and/or societal demands 

· Tacking emerging technological alternatives 

· Projecting future resource and financial needs. 

 
Administrative barriers to adopting distance education
There are barriers to distance education at all levels.  Policies at all levels are slow to change and continue to support more traditional forms of education.  At the federal level, financial aid and other federal funds have been hard to obtain for distance programs.  There have been issues with regional accreditation.  At the state level, educators and legislators have trouble looking beyond the brick and mortar institution.  At the institution, providing all the enrollment and student services at a distance is a challenge. There are challenges for faculty as to whether distance education is part of the teaching load or not.  There are issues of training faculty and staff to work with the technology.  In many programs the faculty work with a team of designers, which can cause problems if the faculty feel they have lost control of their content.  The list goes on.
Moore and Kearsley put forth 3 significant problems in introducing distance education:
1. A long established academic culture that holds a firm view of teaching as an individual’s act in a classroom 

2. Power to change the system is held by senior faculty and administrators, most of whom are satisfied with the system that gave them power 

3. A rich array of technological and human resources is dissipated in a system of faculties, divisions, and departments, each of which guards its own interests. 

How do you get around these problems?  One thing to do is identify the innovators in your organization and support and work with them to help change the organization by demonstrating success of distance projects.  Put forth quality products.  Distance education is held to a higher standard than traditional education.  You will discover that in the policy article for next week.  Fair or not, that is the way it is.  You must always be on the alert for potential problems. Preventive maintenance saves ridicule of your program later.  In your daily operations, strive to provide all the services provided to students on campus at a distance.
Assessing the success of your program 
As an administrator you will need to know if your program is working or not.  You do this by evaluating the courses and programs.  I’m sure you know about formative and summative evaluation.  To sum it up quickly, formative evaluation is done during the process and summative evaluation is done after the process.  As a distance education administrator you need to evaluate both the courses you offer and the functions of the program.  Doing Web based forms is becoming much easier to do.  Back them with a database to collect the data and you can easily report on the items you evaluate.  This is such a vital step in a planning process and often one that gets ignored as it can be time consuming.  It is well worth the time.  It will help validate the efforts you expend into a new distance program. 
  
I have done a paper on assessing an online program.  And if I may brag a minute, I won a national award for this paper.  You might like to review the article.  (warning – if you plan to print it, it is 46 pages long).  
The assignment for this unit is to make a budget for a distance program.  If you have a project you would like to budget out, please feel free to do so.  Otherwise, make up a dummy program, like I did in the example.  Remember the key things to cover in direct and indirect costs.  Don’t make this harder than it is.  It should only be a couple of pages.  Please email the budget to me by August 5. 
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