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Abstract: This paper addresses the recent discussions on business models for e-
learning. Throughout this paper, we contribute to this discussion by presenting 
evidence for the sustainability of e-learning projects at universities by discussing 
three cases of revenue models in the context of Learn@WU. The cases include an 
advertising, a sponsorship, and a content distribution model. The paper shows 
that there is a significant potential for revenue, but one revenue model is hardly 
enough to cover the cost. The size of project seems to be the crucial factor that in-
fluences sustainability of e-learning revenue models.  
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1 Relevance of Revenue Models for E-Learning 

The introduction of information technology in learning processes – commonly re-
ferred to as e-learning – offers academic institutions new possibilities to organize 
their educational processes. Various universities have implemented e-learning sys-
tems, both, to save cost for classrooms and teaching staff as well as to improve the 
quality of teaching as such. However, the overall qualitative and quantitative im-
pact of e-learning initiatives is difficult to measure. E-learning investments can be 
regarded as strategic investments of academic institutions that aim to achieve 
competitive advantage, both, in terms of cost structures as well as effectiveness. 
Seufert defines a spectrum of e-learning supported organisations ranging from 
“traditional alma mater” to “pure virtual university”, in order to systematically de-
scribe the different e-learning strategies of academic institutions [Seuf01]. 

The notorious under-funding of some universities in German-speaking countries 
has triggered discussions about new revenue sources in order to cover expenses of 
e-learning projects. However, contradicting claims can be found concerning the 
financial aspects of e-learning initiatives. Schneider, for example, states that reve-
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nues can hardly be expected from online learning, because people would be un-
willing to subscribe and no cost can be saved in academic environments [Schn02]. 
Seufert, on the one hand, talks about investment in technological infrastructure to 
be cost-efficient, while, on the other hand, she mentions that high investment for 
tutors and coaching of supported students is needed [Seuf01]. Hoppe and Breitner 
state that web-based e-learning creates positive network effects and that it has a 
huge potential for additional revenues at low provision cost [HoBr04]. However, 
they also expect the success to depend upon high-quality content [HoBr04], which 
seems to contradict with low provision cost. Conclusions about how e-learning 
projects can become financially successful can hardly be drawn from these state-
ments. Up to now, no empirically grounded estimations of revenue potential for e-
learning at universities are available [Dohm03].  

By analyzing three cases in the context  of Learn@WU we aim to address this de-
ficiency. In particular, each case presents a potential revenue stream based on cur-
rent market parameters. Our calculations provide insights into the factors that af-
fect sustainability of e-learning business models at universities and offer a basis 
for further economic research into e-learning. The rest of the paper is structured as 
follows. In Section 2 we explicate the terms e-learning and business model as well 
as the methodology applied in this research. Section 3 introduces three cases in the 
context  of Learn@WU. We define different revenue models and calculate hypo-
thetical revenues that are based on current market parameters. Moreover, we de-
duct factors which influence sustainability of revenue models for e-learning pro-
jects at universities. Section 4 concludes the paper and gives an outlook on future 
research. 

2 E-Learning, Business Models, and Methodology 

2.1 What is E-Learning? 

E-Learning refers to the combination of learning and information technology, 
which provides new learning opportunities with less restriction on time and space. 
Academic e-learning initiatives aim at designing, implementing and introducing 
an e-learning system in a higher education institution. An e-learning system can be 
defined as a social and information technological system that supports learning 
processes (see e.g. [HoBr04]). An e-learning application is  at the centre of an e-
learning system. It supports one or more sub-processes of the educational value 
chain. These processes include learning planning, content development and bro-
kerage, learning delivery, assessment/evaluation as well as credentialing. 

Applications for learning planning typically involve tasks like knowledge gap 
analysis, personal development planning, and other activities related to the man-
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agement and development of human capital [GKKS04]. Applications for content 
development and brokerage support the acquisition of content via various chan-
nels. These applications include authoring tools and online market places for 
courses or content. Applications for learning delivery support (collaborative) 
learning in courses which are delivered remote or held in classrooms and lecture 
halls . These applications are often referred to as learning (content) management 
system. Applications for assessment and evaluation are used to certify the learn-
ers’ newly acquired competency [Seuf01] or to assess the quality of the course. 
Course evaluation tools and test suites are the kind of applications supporting 
these processes. In the credentialing phase the diploma issued. IT-support for ad-
ministrative processed might be required. 

In order to draw a complete picture of an e-learning system its different stake-
holders have to be identified. An e-learning stakeholder in this context is an indi-
vidual or an organization that is involved with the operations or may be affected 
by the existence of an e-learning application (analogue to [Free84]). In general, 
the e-learning stakeholders are a subgroup of the stakeholders of a university. The 
university can use e-learning to strengthen its relationship with stakeholders like 
e.g. faculty or students. As stakeholders have an interest in the sustainability of an 
e-learning initiative, a business model is the prerequisite for achieving this goal.  

2.2 Business and Revenue Models for E-Learning 

Since the collapse of the new economy hype, research into business models has 
attracted even more attention in both academia and industry. Timmers defines a 
business model as an “architecture for products, services, and information flows, 
including a description of the various business actors and their roles; and a de-
scription of the potential benefits for the various business actors; and a description 
of the sources of revenues” [Timm00]. Wirtz and Kleineicken identify four cate-
gories of business models (content, commerce, context, connection) that are 
applicable for the Internet [WiKl00]. Furthermore, they distinguish direct and 
indirect as well as transaction-dependent and transaction-independent revenue 
generation. Recently, Rappa has introduced a taxonomy of 38 business models 
grouped into nine types  including e.g. brokerage and advertising [Rapp04]. Work 
inspired by conceptual modelling aims to identify the essential concepts of busi-
ness models and the relationships between them. The e-business model ontology 
proposed by Osterwalder and Pigneur [OsPi02] extends earlier research and 
identifies four perspectives : product, customer relationship, infrastructure, and 
financial perspective. 
In the area of e-learning appropriate business models have been discussed from 
the very beginning. Simon views the business model as one out of four design 
spaces of knowledge media [Simo03], which requires the stakeholder of a project 
to identify revenue streams, the customer value delivered and the strategic partner-
ships that need to be established in order to run the media sustainable. Seufert pre-
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sents different types of e-learning at universities and related business models 
[Seuf01]. The volumes edited by Bentlage et al. [Bent02] as well as Dohmen and 
Michel [DoMi03] aim to take an inventory of academic e-learning and business 
models. In this context the question of sustainability is raised for e-learning busi-
ness mo dels [HoBr04]. The claimed potential for additional revenue is especially 
interesting for universities.  

3 Three Revenue Model for the Learn@WU Case 

In this section we introduce Learn@WU and present three potential revenue mo d-
els that seem to be applicable in this context . Each model is introduced in one sub-
section following this structure: First, a general description of the revenue model 
is given. Then, the reasonability of the revenue model is discussed from the per-
spective of potential customers. Afterwards, the required investments are checked. 
After that, the revenue potential of the revenue model is estimated building on cur-
rent market parameters. Finally, we give a brief conclusion for each model. 

3.1 Introduction to Learn@WU  

Learn@WU (https://learn.wu-wien.ac.at/) is an e-learning application developed 
at the Vienna University of Economics and Business Administration (WU for 
“Wirtschaftsuniversität”). It acts as a full service provider to first year students 
[AAE+03]. The Learn@WU project has been aligned to achieve the following 
goals of its stakeholders: Higher student satisfaction through better preparation for 
exams, higher faculty satisfaction by efficient mass administration of courses, cre-
ating a modern image of the university, and reducing teaching cost. In order to 
achieve these goals, Learn@WU has become integral part of the curriculum and 
the teaching strategy of first year courses. As a consequence, Learn@WU is a 
heavily used system. At the time of writing, it holds 19,638 learning resources 
ranging from online-text books to online exercises. More than 11,800 users have 
been registered, which makes Learn@WU assumed to be one of the most active 
learning environments in operation at universities worldwide [AAE+03]. At the 
same time Learn@WU is one of Austria’s most heavily used websites with web 
traffic similar to the online portal of the Austrian newspaper Presse.at.  

Looking at the project cost structure, the main portions of cost of the Learn@WU 
system are the technical server infrastructure, office infrastructure, and, as the big-
gest block, personnel cost. At the moment 28 staff members (full-position equiva-
lents) are involved in the project. This includes content developers; system devel-
opers; support personnel for legal, pedagogical, and technical issues ; as well as 
administration staff. The total cost for development and maintenance of 
Learn@WU is  about € 1,400,000. At the technical side, the Learn@WU system 
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builds upon a learning content management system software package, called 
OpenLTS, which is based on an enhanced and customized version of the open-
source software OpenACS [OPEN04] and DotLRN [LRN04].  

3.2 Advertising Revenue Models 

Online advertising is quite a common revenue model for websites. Correspond-
ingly, it is also applicable for e-learning websites [HoBr04]. In this case, revenue 
is generated by selling online advertising space on the Learn@WU website. Since 
the primary purpose of the e-learning system is to support the learning process; 
any disturbance by advertising should be avoided. Accordingly, only static ad 
banners in the standard size of 468 x 60 pixels  are considered. The usual way of 
selling such advertising space is to offer banners for a target audience on a thou-
sand contact basis.  

The e-learning system of a university can be regarded, from an advertiser's point 
of view, as an attractive medium. It not only allows addressing the well-defined 
target group of students and other university members. Ads on the website of an e-
learning system can further be designed to address students of a certain age or 
progress in study, attending specified courses, or majoring in certain fields.  

From a cost perspective the implementation of this advertising revenue model re-
quires additional technical effort as well as resources dedicated to sales & admini-
stration. For both activities a make or buy decision applies. For example, the tech-
nical integration of online ads can be achieved through hyper-linking to exis ting 
ad-servers or through implementing / integration of ad-server functionality into the 
e-learning application. Relationships to advertising clients can be attracted either 
by personnel hired by the university or a by a specialized agency.  

In case of Learn@WU we assume that two further staff members have to be em-
ployed to take care of the above mentioned tasks. Furthermore new hardware and 
software for a  dedicated ad-server is needed. Altogether we estimate the costs of 
Learn@WU to rise by about € 140,000. 

The basic parameter of the revenue calculation is the number of page impressions 
(PI) delivered. It is a core measure for online customer contacts of websites, 
geared to the recommendations of OeWA (Österreichische Webanalyse), which 
complies with the German IVW (Informationsgesellschaft zur Feststellung der 
Verbreitung von Werbeträgern) [OEWA04]. Table 1 shows the number of PIs of 
Learn@WU and the estimated potential revenue from June 2003 to May 2004. 
The usage peaks stem from higher usage in the last two weeks before the examina-
tions held at the beginning, the middle, and the end of every semester. The calcu-
lated revenues build on the product of measured PIs multiplied by an estimated 
rate for one thousand PIs, the so-called thousand contact price (TCP). This estima-
tion is based on actual market prices of leading Austrian contractors [OEWA04]. 
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As Learn@WU can offer very well defined target groups, we consider an average 
price of € 30 for thousand PIs, which is also in the middle of the current price 
range (the higher the precision of the chosen target group, the higher the price). 
Furthermore, we calculated with a utilization ratio of 30%, i.e., the ratio of sold PI 
to total PI. An interview conducted with a field expert for online-advertising has 
shown that this figure can be regarded as a reasonable estimation. Additionally, 
this figure is supported by other Austrian websites [Trip04].  

 
Month Page Impressions Revenue 

Jun. 03 5,510,458 € 49,594 
Jul. 03 382,352 € 3,441 

Aug. 03 504,585 € 4,541 
Sep. 03 4,314,393 € 38,830 
Oct. 03 4,823,203 € 43,409 
Nov.03 9,474,087 € 85,267 
Dec. 03 3,032,123 € 27,289 
Jan. 04 9,955,325 € 89,598 
Feb. 04 8,011,179 € 72,101 
Mar. 04 3,092,570 € 27,833 
Apr.04 9,418,355 € 84,765 
May 04 3,347,253 € 30,125 

Sum 61,865,883 € 556,793 

Table 1: Revenue Potential of Learn@WU June 2003 – May 2004. 

The case of an advertising revenue model for Learn@WU illustrates a substantial 
revenue potential. Since the revenue depends on the number of PI the system pro-
duces, the financial success is indirectly dependent on the size and usage of the e-
learning system. Furthermore, the massive investments into advertising infrastruc-
ture and staff makes the advertising revenue model only work with much traffic. 
Considering an estimated investment of € 140,000, a TCP of € 30, and a utiliza-
tion ratio of 30 %; more than 15 Mio. PIs have to be generated by the e-learning 
system. This illustrates that usage and size of the user community have to be re-
garded as the key criterion for the success of an advertising revenue model. 

3.3 Sponsorship Revenue Model 

While advertising is  able to provide a revenue stream which is directly dependent 
on the actual usage of the e-learning application and the ability to sell advertising-
space, a sponsorship model produces revenue dependent on other parameters. 
Adopted from Literature we follow a definition of sponsorship as the donation of 
funds, goods or services from the sponsor to a person, a group, or an organization 
(the sponsee) in return for the grant of certain communicative rights and activities 
on the part of the sponsee [HeGl98]. According to this, a sponsorship revenue 
model generates revenues stemming from the sponsor who pays a certain amount 
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to the university or provides goods, e.g. server hardware for the e-learning-system. 
In return various promotional activities can be thought of, including the following 
showcases: 

• The e-learning project could carry the sponsors name in its project title.  

• The sponsor's logo is displayed on screens of the e-learning application. 

• The university refers in media contacts regarding the e-learning project to 
the sponsor in order to create media presence. 

• The university organizes events where public figures of politics or econ-
omy are invited and employees of the sponsor can meet them. 

• Grant of special opportunities for recruiting.  

The principal idea of sponsorship is the creation of a cognitive interconnection be-
tween sponsor and sponsee in people's mind [Rodg03]. Sponsorship is assumed to 
have positive long-term effects on brand image of the sponsor [Raja95]. Accord-
ingly, it is attractive for companies to engage in sponsoring of e-learning systems, 
especially for those companies that sell products to students or faculty or those 
that hire among the latter. The success of the sponsorship depends upon the se-
mantic relevance of the sponsor company and their product to the sponsored web-
site [Rodg03], i.e., a sponsorship should build on some relation of the brand to the 
university, or in particular the e-learning system. This is desirable not only for the 
sponsor but also for the university whose image is at risk when choosing an im-
proper sponsor. The USA is considered to be the outrider in university sponsor-
ship: Stanford University acquires $ 3 Billions sponsorships a year, major car pro-
ducers fund whole MIT colleges, and university buildings, colleges, and chairs 
contain the names of sponsors [Beie02]. 

We identified three main objectives of sponsorship of higher education facilities 
related to the promotional activities stated above: Transportation of a positive 
brand image towards university members, transportation of positive brand image 
towards the open public, and engagement in networking. The effect of brand im-
age transportation is regarded highest with the first mentioned group, university 
members [Glogg99, Beie02]. The corresponding promotional activities for this 
group are carriage of the sponsors name in the project title and display of the 
sponsor’s logo in the application. People who use the application will gain so 
called brand experience, thus further strengthening brand image [AaJo00]. The 
second mentioned group, the open public is addressed by references in universities 
media contacts. The achievement of this activity is usually measured by counting 
hits in relevant media and comparison with corresponding ads. The third men-
tioned objective does not aim at a brand image transfer to a certain group but cre-
ating relational capital inside the company itself, i.e., all intellectual capital which 
arises from external relations of a company [SaCO00]. This is achieved by the or-
ganization of events where employees are able network with other university con-



8  J. Mendling, G. Neumann, A. Pinterits, B. Simon, F. Wild 

tacts, e.g. alumni or politicians. Another sort of activities supporting this objective 
are special opportunities for company recruiting among students and alumni. 

Primal concern of a sponsorship revenue model is finding an appropriate sponsor. 
This task may be assigned either to internal staff or external agencies. If conducted 
by an internal employee cost arise for the working time on sponsorship related 
tasks. Hiring a dedicated employee for this purpose does not seem to be reason-
able since after a sponsor has been found the effort shrinks drastically. Another 
option is to charge an external agent with searching for a sponsor. Co mmon fees 
for such a service account for about 10% of the value of the sponsorship, as an ex-
pert affirmed in an interview. 

The potential revenue of a sponsorship agreement depends on the potential bene-
fits for the sponsor. This benefit is difficult to estimate in practice. In general it 
will be a result of an agreed bundle of activities, which are linked to certain objec-
tives. The value of the sponsorship usually will be stipulated to meet the expected 
benefit of this bundle, but up to a certain degree it will simply remain a matter of 
negotiation. The question about a fair pricing of sponsorships in the context of e-
learning remains subject of future research. However, an expert noted during an 
interview, that there is a general trend towards systematic sponsorship evaluation 
in contrast to former practice of intuitive pricing. That means that universities 
must be aware of the benefits, which they can offer to sponsors when negotiating 
sponsorship contracts.  

3.4 Content Distribution 

Besides informational (“i-information”) and entertaining (“e-entertainment”) con-
tent, educational content (“e-learning”) can be considered as  the third main busi-
ness segment in content selling [WiKl00]. However, educational content can not 
only be sold, i.e. distributed in commercial transactions, but also made available 
on a free basis  while still constituting an indirect revenue stream. The commercial 
distribution of content can create an additional revenue stream for an e-learning 
project. Free distribution of content can provide a free promotion for the content 
provider. The open content initiative of the MIT (Open Courseware), for example, 
has attracted world wide media attention when it was launched back in 2001. Con-
tent distribution media such as EducaNext.org acknowledge these two types of 
content distribution by supporting the selling of content as well as the free distri-
bution under different open-content licenses.  

Content can be distributed in a business-to-consumer as well as in a business-to-
business model. In the business-to-consumer model, educational content like any 
other informational content (e.g. news archives) is made available to the individ-
ual learner. In the case of Learn@WU, for example, the university’s alumni club 
is currently investigated as target group for a service, which makes the latest uni-
versity content available via an Alumni-dedicated instance of Learn@WU.  
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In the business-to-business model course content is directly sold to other educa-
tional service providers. For an educational service provider such as a university, a 
school or a vocational training centre, content development is a ‘make or buy’ de-
cision. Here it is assumed that content production and learning delivery (i.e. distri-
bution to the learner) can be easily separated [Tsic99]. In the case of Learn@WU 
a project has been initiated were selected Learn@WU content is made available to 
schools in Austria. The project aims at enhancing quality of the education offered 
at these schools and tries to save costs by reusing content created by domain ex-
perts. 

 

Value-Adding Educational Services Additional Activities 

Online degrees Accreditation, degree credentialing 

Blended learning courses Face-to-face teaching 

(Customized) Online courses Assessment, online teaching/tutoring, 
(customization,) course credentialing 

Table 2: Additional Activities for Value-Adding Educatoinal Services 

Content can also be distributed by value-adding educational services such as 
online courses, blended learning offerings, or complete online degrees. Table 2 
lists activities - beyond content provision - that need to be performed. Each activ-
ity introduced drives the cost structure of the service while the revenue that can be 
achieved is mainly driven by the perceived customer value as well as market 
prices.  

In case of Learn@WU, an exploitation of the content through (customized) voca-
tional training course is investigated. As the analysis of the identified target 
groups shows, an increasingly dynamic and fast moving environment requires to-
day’s employees as well as employers to cope with change and commit to lifelong 
learning in order to succeed. Today comp anies and learning service providers 
share individuals’ interest in learning. The demand for education is high: an esti-
mated 22 % of all Austrian residents over 15 years attended at least one course be-
tween July 2002 and July 2003 [HaMK04]. According to a recent study the aver-
age course price accounts for € 732 [Paul03]. 

Again the university alumni constitute an interesting target group. In 2003 3,044 
alumni of Vienna University of Economics and Business Administration regis-
tered in the alumni club have consumed about 1,800 courses. According to 
[HaMK04] 27,700 Viennese – being asked for their favorite educational topic – 
expressed their interest for a course in business management. Between July 2002 
and July 2003 projected 374,200 Austrian attended a course in the areas social 
sciences, economics, law, foreign languages and informatics. It thus can be as-
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sumed that the implementation of a paid content revenue model would yield a 
positive return on investment. 

4 Conclusion and Future Work 

In this paper we illustrate three potential revenue models in the context of e-
learning systems . Each revenue model that is discussed in the context of 
Learn@WU can be assumed to be able to generate a positive return on investment. 
However, the advertising revenue model only pays off with very much traffic on 
the e-learning system. As a consequence, small and medium e-learning systems 
should rather implement sponsorship revenue models because of the low invest-
ments. To a certain degree the advertising and the sponsorship revenue model 
share a substitution relationship, but content distribution is rather independent of 
both. Generating direct revenue streams by commercially distributing content 
seems to address a multitude of new, potential audiences  among them (hitherto 
not approached) other educational service providers and non-academic individual 
learners. 

Based on our exploratory study we will generate further hypotheses which we plan 
to test in future empirical studies. Additionally, the interdependencies, com-
patibilities, and incompatibilities among various business models need to be fur-
ther investigated. Empirically based break-even analysis could provide patterns 
that allow implementers to better judge whether a certain business model is also 
feasible for a specific project. In this context , questions such as how much traffic 
must content generate in order to pay-off at a given cost structure, how many 
courses must be sold to break-even with a course brokerage model. Further re-
search also has to show how value-adding services drive the cost structure of 
learning content production as well as distribution, and to identify constituting fac-
tors of customers’ value assignation to the contents offered. 
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