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-15.8% decline from 2006-2009
Cash Reserves: None

Research Methodology: A level 2 organizational evaluation by

Excellence in Giving analyzes financial health, program models, organizational
structure, and future potential. Key information (see list below) from the
organization is reviewed, and the probability of successful outcomes is determined.
In the due diligence process Excellence in Giving relies on its extensive knowledge
of related organizations and its understanding of key components for successful
non-profit infrastructure and impact. The organizational evaluation report will
present risk factors related to the organization's success and recommendations for
strategic funding.

FY09 Budget Breakdown:
$1.9 million

The following list identifies key information that is requested and used to analyze
the organization:
•
•
•
•

3 years of annual reports
3 years of IRS 990 forms
Samples of newsletters, marketing
literature, etc.
Audited financial report for past 2
years

•
•
•
•
•

Budget projection for current year
Current year interim financials
Organizational chart
3 years of board minutes
Strategic plan (yrs 1-3)
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•
•
•

Program descriptions and results
Funding breakdown by size of gift
3 year trends for staff size, clients
served, and funding
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Executive Summary

3. Donor Support.
Additional donor support is needed to fund OIU while it
increases enrollment and works towards accreditation and
self-sufficiency. However, OIU has been unable to increase
donor support and faces a 54% decline in 2010.

Online International University (OIU) is developing a
model that fits squarely within the trajectory of educational
trendlines. With the rise of online universities (e.g.,
the University of Phoenix) and the individualization of
higher education opportunities, OIU will be positioned
appropriately in the education sector once it obtains
accreditation.

4. Strategic Partnerships.
New strategic partnerships with training associations, and
like-minded colleges (e.g., School of Urban Development)
are necessary to create sources for new students.

The OIU curricular structure (based on practical leadership
development) creates a niche in the landscape of traditional
universities. The part-time faculty of practitioners with
advanced degrees creates a low-cost model that aligns with
the decentralizing trends in higher education (see Arthur
Levine's article in The Chronicle on "The Future of Colleges:
9 Inevitable Changes").

Organizational Strategy
The fully online university with low-cost part-time
instructors combines key elements for sustainable higher
education institutions in the 21st Century. OIU has been
able to create a user-friendly technological experience for
students. They have eliminated inefficient technological
infrastructure (e.g., dropping Campus Management
Corporation’s services) and received good feedback from
students on their improvements. The fact that fewer
students than expected left the program after the tuition
increase in 2009 testifies to the high level of satisfaction
among students.

The goal of providing low-cost graduate education to
individuals in the developing world is admirable, but
the probability of success for OIU depends on improved
management, the accreditation process, the acquisition of
donor support, and strategic partnerships.

1. Improved Management.
Current management has repeatedly set enrollment,
fundraising, and budget goals and failed to meet them.
These results appear to be the symptom of an unrealistic
planning process. The management team likely struggles
to plan appropriately since its key leaders come from wellresourced academic institutions and do not have experience
with start-up ventures. It is difficult for outside supporters
to fund an organization whose strategic plans go unrealized
year after year due to an inadequate management team.

The weaknesses of Online International University tend not
to appear in course delivery and technology but rather in
organizational management. Many organizational goals
have been set without a realistic plan to achieve them.

Accreditation Process

2. Accreditation Process.

The original timeframe for completing accreditation was
2012. Based on the most recent visit (March 2010) and
feedback from the Higher Learning Commission of the
North Central Association of Schools and Colleges, Daryl
Jones believes OIU will make the target date and possibly
complete the process sooner. If OIU responds appropriately
to the Commission's feedback, they could receive candidacy
by the end of 2010 (a year later than the President's goal
communicated at the October 2007 board meeting).
Obtaining accreditation ahead of a school's typical timeline
would be an outstanding achievement for the management
team.

Student acquisition may become more manageable if
accreditation is obtained. However, the uncertainty of both
gaining accreditation and having the capital to survive in the
interim makes OIU's success an open question. The original
date for obtaining candidacy was 2009, but now OIU hopes
to receive candidacy in October 2010. The president still
believes that OIU can complete the accreditation process
ahead of schedule in fall 2011 rather than the original goal
of 2012.
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funds for OIU's development as they await accreditation
and financial self-sufficiency. Without a strong funding
partner and an initial source for new students the solvency
of Online International University remains in question.

Unrealistic Strategic Goals
The Online International University management team has
failed to reach a number of strategic goals in the last 3 years.

Finances and Fundraising

Fundraising goals without proven fundraising plans. At
the April 2007 board meeting, OIU recognized the need
to raise a half million dollars. The leadership called for a
plan to meet that goal for the 07-08 fiscal year. At the end
of the fiscal year, OIU only raised $271,000 - 54% of their
stated goal.

OIU has not been successful at fundraising in recent years
and their financial management is subject to question.
OIU has, however, maintained a steady increase in revenue
from tuition.

Unrealistic enrollment goal. At the October 2007 board
meeting OIU's President communicated a goal to reach
an enrollment of 379 active students. That goal was never
reached before or after the tuition increase. As of March
2010 OIU has about 250 active students.

Overoptimistic budget planning. In 2009 OIU fell
$226,000 short of the budgeted $963,000 for the 08-09
fiscal year. OIU was able to adjust to the actual revenues and
end the fiscal year with only a $5,783 deficit. Since the 0809 budget was planned in early 2008, the economic climate
could have contributed to the significant miscalculation in
projected revenues.

The fundraising shortfall for the 07-08 fiscal year and the
failed enrollment goal exemplify the management problem.
Multiple goals have been set based on "where we want to
be" not "where we actually could be." Too many goals had
no feasible plans that would warrant the proposed results.
Setting unobtainable goals has little value and lowers
confidence in the management's competence.

However, 2010 Projections suggest that OIU will fall short
by $328,000 of a budgeted $960,000 for the 09-10 fiscal
year. The lessons learned during the 08-09 fiscal year were
not applied during the budget planning process for FY 0910. The resulting 09-10 budget cannot strategically direct
the university's activities in a realistic manner.

Strategic Partnerships

Annual Cash Contributions

During the nascent stages of an unaccredited university
strong partnerships with a few organizations that will
fund operating costs and supply students is necessary. For
example, City Community College was created out of the
merger of smaller adult education centers and tutoring
companies. Those organizations (Linda Vista education
center and Fletcher Hills Tutoring) were instrumental in
funding their school during initial years of growth and
development.
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Recently an investor named John Smith created Barnabas
College out of a leadership training institute he operates
in Minneapolis. Barnabas College is seeking accreditation
from the same Higher Learning Commission as OIU.
However, the strong relationship with John Smith's
institute provides a secure source of funding as they pursue
that accreditation. Although OIU has enjoyed a good
relationship with Rick Thompson and his Adult Education
Association, that relationship does not provide sufficient
Proprietary & Confidential
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These repeated failures at matching the budget to the actuals
call into question the value of the budgeting process. Keeping
expenses significantly under budget is commendable, but
repeatedly ending in the red by an average of $60,000 is a
sign of unrealistic financial planning.
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2 DONORS

Financial Self-Sufficiency Targets. If OIU increases
student enrollment per term from 110 to 160, the school
will be self-sufficient. Since OIU limits students to one
course per term, 160 students enrolled in a term equals 160
courses sold at $1,000 per course (for Master's level courses).
With 6 terms per year (lasting 8 weeks each) averaging 160
students per term would produce $960,000 in revenue and
fully fund the budget without donations.

provide 82% of Donations
(2006-2008 Statistics)
Overoptimistic fundraising goals. At the October 2007
board meeting the president shared a goal to raise 3-4
million dollars in five years. After two and a half years has
passed, only $600,000 has been raised. There is no working
plan in place to meet fundraising goals.

Courses Sold
1000
800

Inadequate Donor Base. On average 2 donors provided
82% of cash contributions between 2006 and 2008. This
imbalanced reliance on 2 major donors subjects Online
International University to a high risk of budget crises.
In the 09-10 fiscal year Online International University is
experiencing the consequences of that high-risk, imbalanced
donor base. Since 2 of the current 3 major donors have not
supported the organization, OIU is projected to experience
a 54% decline in cash contributions from $302,266 in 2009
to $140,000 in 2010. According to the 2010 budget, OIU
planned for a 13% decline but not a 54% decline. OIU
will now end the year with a $133,000 deficit because of
the reduction in donations. The absence of a well-executed
fundraising strategy has left OIU in a precarious financial
situaiton.
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Courses Sold

To average 160 courses sold each term OIU's management
team estimates that over 320 active degree-seeking students
are needed. To increase enrollment OIU has increased their
marketing budget 150% in 2009-2010. The marketing
budget has paid for an increased presence on the web
and more staff attending conferences about educational
opportunities. So far few new applications and enrollments
have resulted from the increase, and the budget shortfall for
2009-2010 has required a reduction in marketing expenses.

Tuition Revenue
500,000

Organizational Impact
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Starting from scratch in January 2004, OIU has graduated
90 students, taught over 4,000 courses, and now has over
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Tuition Revenue Growth. Despite serious financial
problems, OIU has been able to raise tuition revenue from
2007-2009. With another expected increase for FY2010
OIU will be averaging a 21% annual growth rate. This is
the only indicator that financial self-sufficiency is a realistic
possibility.
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250 active students. The recent rise in graduation numbers
verifies student appreciation and student commitment to
OIU's curriculum.

Applications
200

However, the decline in new student applications does not
bode well for the extension of OIU's impact. The OIU
management team believes that lack of accreditation is
keeping enrollment numbers and application numbers low.
They plan to publicize their candidacy for accreditation
and hope to secure their candidacy by October 2010.
Demonstrating their progress towards accreditation might
provide confidence to a few more students to begin a
program now and graduate with an accredited degree a few
years later.
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S.W.O.T. Analysis
Strengths

Weaknesses

•

Curriculum designed around the practical components
of business leadership development

•

Management team sets unrealistic goals and fails to
accomplish them

•

Courses taught by experienced practitioners with
advanced degrees rather than pure academics

•

No consistent annual growth in student applications or
courses sold in the last 3 years

•

Convenient, flexible schedule of terms for students

•

•

Fully online, interactive learning environment

Ended FY07-FY09 in the red by an average of $60,000
and predict $133,885 budget deficit for FY10

•

54% growth in tuition revenue from 2007 to 2009

•

37.5% loss in donors from 48 in 2006 to 30 in 2009

•

Good technological infrastructure for course delivery
that warrants positive student feedback

•

Cumulative enrollment declined 15.8% from 303
students in 2006 to 255 students in 2009. They need
over 320 active, degree-seeking students to approach
financial self-sufficiency.

Opportunities
•

•

Threats

Many organizations want to educate their staff or rising
leaders while keeping them working locally rather than
sending them off to a traditional university campus
Receiving accreditation from the Higher Learning
Commision of the North Central Association by Fall
2011 would increase marketability to new students
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Accreditation process may be delayed beyond 2011 or
the school may not be approved

•

Accredited universities may establish fully online,
interactive degree programs before OIU attains
accreditation
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Investment Risk & Potential

POTENTIAL

As one considers further investment in the work of Online
International University, EIG advises a donor take into
account the following risk and potential:

•

Low-cost, flexible university education delivered
by practitioners for practitioners. With the use of
adjunct instructors who receive $100 per student in
each course, OIU has one of the lowest cost university
models based in the U.S. The OIU curriculum
based on the practical leadership development plans
of successful business managers and the fully online,
flexible paradigm make it a great university model for
aspiring business leaders around the world.

•

Online International University could obtain
accreditation in Fall 2011 and reach financial selfsufficiency in short order with adequate funding
over the next two years. Consistent annual growth in
tuition revenue during the past 3 years suggests that
OIU could be on a path towards self-sufficiency. In
the interim the management team has been willing
to freeze salaries and take pay cuts when necessary to
build the school.

RISK
•

•

OIU's management team has been unable to set
realistic goals and reach them over the last 3 years.
Budget predictions were inaccurate for FY09 and FY10
by $226,000 and $328,000 respectively. Enrollment
numbers and fundraising targets fell drastically short of
stated goals.
Overoptimistic budget planning and an inadequate
donor base create shortfalls and budget crises. OIU
ended the last 3 fiscal years with an average deficit of
$60,826 and expects a 2010 deficit of $133,885.

Investment Advice
Based on the inability of OIU's management team to set and meet realistic goals year after year, EIG recognizes a significant
risk to the ultimate growth and success of the school. Until a significant improvement occurs in the management team, EIG
recommends investing in other opportunities.
This recommendation to direct funds towards other priorities of the Smith Family Foundation should not reflect poorly on the
importance of OIU's work or the distinctiveness of its model. Rather, it reflects the importance of having confidence in an
organization's ability to execute strategic plans. With so many opportunities to fund and a growing number of graduate-level
education opportunities available in online formats, it is inadvisable to continue signficantly funding their work.
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