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“This concludes the formal part of our
presentation. John and I would be hap-
py to answer any questions,” I said at
the end of our last public earnings call,
the customary close that invites indus-
try analysts and shareholders to query
me and my CFO. One of the first came
from Conny Weggen, an analyst at
ThinkEquity Partners, whom I’ve
known for several years.

“Kevin, how do you assess the com-
petitive threat of companies such as Or-
acle or PeopleSoft? Do you think
Microsoft will pursue the e-learning
market? Are these companies getting
traction in the market?”

I can’t say I was surprised. I’ve been
asked those same questions every
month for about 10 years. The only
thing that changes on occasion are the
names. You could substitute SAP, Sun,
HP, Siebel, Lotus, or IBM, among oth-
ers. The notion that large enterprise
software players will enter and take over
the corporate e-learning world is as old
as the industry itself, but lately the pro-
jection comes up more frequently—
primarily because many of these large
players have become more serious
about the e-learning industry. Whether
through acquisitions, new product an-
nouncements, or increased marketing
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presence, enterprise software vendors
are more visible in the e-learning space.
As the slowdown in IT spending has
continued and traditional markets have
become more saturated, enterprise soft-
ware providers are pursuing expansion
into different verticals. When I talk with
senior executives from other software in-
dustries, they all say the same thing:
“XYZ enterprise software company is
dabbling in our space.” Dozens of verti-
cal markets are affected.

I’ve said before in this column that
most organizations will come to view
the process of learning and managing
their intellectual capital electronically as
mission critical, much as they now view
a CRM, ERP, or HRIS system. So, is it
any wonder that these same vendors are
interested in e-learning as a growth area?

The power of corporate learning
technology is its ability to leverage cor-
porate knowledge as an asset to increase
worker productivity and, ultimately,
business performance. Knowledge,
learning, and information are seemingly
natural areas to expand into because
they can easily be rationalized as being
synergistic with whatever traditional
software industry these companies are
currently in, all generally designed to in-
crease worker productivity and business
performance.

But will enterprise software play-
ers be successful in e-learning? 
There have been multiple famous en-
trances and exits into e-learning over the
past several years from several of the
technology vendors mentioned. Some
have been “in and out” of our industry
as many as three or four times. For the
most part, enterprise software compa-
nies have struggled to succeed in the e-
learning space and will likely find the
road ahead just as challenging. The
main reasons are 
● features, functionality, and software
architecture

● fundamentally different markets
● focus.
Features, functionality, and software ar-

chitecture. It’s fairly well known that,
from a product feature and functionality
perspective, collectively the major enter-
prise software entrants have been signifi-
cantly behind in their offerings relative
to the existing leaders in the industry.
Not unlike many technology markets,
the messages have often been far ahead
of the actual capabilities. 

That could change quickly, many ob-
servers have said. Weggen’s boss at
ThinkEquity, financial analyst Trace Ur-
dan, recently commented—accurate-
ly—that some ERP players spend as
much as 20 to 70 times what a pure-play
e-learning vendor spends on product
development. But does greater spending
ensure success? To date, it generally has-
n’t, and it’s not clear how much of the
R&D budgets at the large IT companies
goes into e-learning development. Per-
haps someday that will be a big differen-
tiator and enterprise software
companies will produce greater innova-
tion at a faster clip than pure-play ven-
dors. But that has been the theory for
several years now.

Aside from nuts-and-bolts function-
ality, a disconnect often seems to exist in
the fundamental approaches to solving
business problems. ERP and CRM sys-
tems are typically known for their trans-
action orientation. The fundamental
requirement for such a system is the
sanctity, consistency, and uniformity of
such data—meaning it is the same for
all viewers. The primary paradigm is to
map and fit with a business process. The
data—once created—is often static, de-
signed not to change. But the opposite
is usually true in enterprise human capi-
tal development and knowledge man-
agement. Learning often doesn’t map to
a business process; it cuts across business
processes and adapts to them. A course
or learning object is often made up of

dynamic, changing data; it’s usually not
static by nature. Many e-learning ven-
dors encourage content or objects to be
personalized, and the data often adapts
to the audience and each individual
learner based on his or her skills, compe-
tencies, and profile. Many times, learn-
ers are encouraged to modify the data
(or course) by creating shareable study
aids such as bookmarks, notes, and
highlights, among other items. Once
enough is known about the end-users,
many e-learning vendors think that no
two users should necessarily see the ex-
act same information. 

The fundamental learning paradigms
of personalization, adaptability, and
flexible architectures go against the orig-
inal paradigm of many enterprise soft-
ware systems, which is a potential reason
why these organizations have struggled
to find success in the learning industry.
Software architects, user interface de-
signers, developers, product managers,
even senior software executives often
think in a particular way, and duality in
software design isn’t easy to achieve. 
Fundamentally different markets. En-
terprise software such as CRM and ERP
is usually expensive. The vendors of
those products are used to an average
price per seat from five to 10 times (or
more) the average price per seat in the
current learning technology industry. In
addition, the buyers have traditionally
been sophisticated technology pur-
chasers. By extending the ERP, HRIS,
or CRM systems to include a learning
module, these vendors are trying to
straddle two markets simultaneously: a
mature market and a nascent learning
market. That poses several challenges
from a customer perspective and from a
sales perspective. The buyer in either
case is usually different and has different
price sensitivities and expectations. 
Typically, enterprise software salespeo-
ple are used to working on much larger
deals in dollar size and selling learning
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modules often isn’t natural to them. Sev-
eral analysts have told me that the
biggest challenge for some of the enter-
prise software players is teaching their
salespeople to “remember to offer the 
e-learning module.” It can be difficult to
rationalize the price differentials of the
core offerings and the new learning of-
ferings to a buyer, while trying to con-
vince that buyer of the advanced
functionality in the new modules.

The challenges of approaching both
markets with the same product suite—
and, by extension, the same salesforce—
poses a significant risk to the core
business of enterprise software vendors.
Lowering the price point of a sister
product dramatically, or offering it for
free, runs the real risk of erosion of pric-
ing power on the core products. That
has undoubtedly been one reason that
several large enterprise players have dab-
bled in the learning technology field,
only to change their minds and pull
back at a later date. 

In addition to possible pricing mis-
matches, a potential mismatch looms 
in the business approach. Learning is 
a different animal from the typical 
enterprise business application; it re-
quires inherent expertise with adult
learning design, theory, and success fac-
tors, in addition to numerous other 
nuances unique to the learning field.
Though the large IT vendors might
have technological expertise, it takes real
expertise in learning and education to de-
velop successful learning technologies

and to help companies use them success-
fully. That isn’t just another enterprise
software market; it’s more complex 
than that.  
Focus. Learning technology is just one
of many industries the large IT vendors
are looking at for expansion, and it’s
likely not at the top of the list.

In a recent edition of Information Week,
the editors asked more than 30 of the top
executives in technology to share their vi-
sion of the future of the IT industry. As
the editors wrote, these xecs are “going on
record with candid opinions and field-
tested analyses of where the [technology]
industry is headed, how business and tech-
nology priorities stack up, where problems
still exist, and where the growth potential
is.” Largely written in the first person, the
CEOs of Microsoft, HP, PeopleSoft, IBM,
Sun, SAP, Oracle, and Siebel offered up
their thoughts. They mentioned several
areas for growth: data mining, Web ser-
vices, security, mobility, on-demand e-
business, grid computing, supply-and-
value-chain management, Linux, busi-
ness-process computing, and more.

Most of those companies have offer-
ings in the learning technology field,
but not one CEO came close to men-
tioning something along the lines of 
human capital development, learning,
or knowledge. That’s potentially telling
as to where e-learning falls in the hierar-
chy of growth priorities within those
companies. For several of them, I sus-
pect that “focus” on core areas will be 
an issue long-term. They might be 

successful at some of the new applica-
tion areas, but it’s obviously difficult to
be all things to all business segments,
and to all customers. Senior manage-
ment at these firms have to make tough
strategic choices all of the time about
which vertical industries to pursue 
and which to drop. In the end, the deci-
sion boils down to which verticals will
offer the greatest revenue and profita-
bility opportunity. To the minds of
those CEOs, the e-learning opportunity
seems to fall behind many other 
areas for now.
What’s that say for the future of
the industry?
No one seems to doubt the ultimate po-
tential for the learning technology in-
dustry. The debate centers on when, not
if. Success will require patience, passion,
and commitment. I know many people
in the learning divisions of the afore-
mentioned companies, and they’re as
bright and passionate about learning as
any of their peers. 

I suspect that the core concern of sev-
eral of those people is, “Will my company
remain committed to this space long-
term?” We may well see a forward-look-
ing enterprise software player emerge as a
leader long-term in learning technology.
But it will take products that are on a par
with, or better than, the available technol-
ogy; a thorough understanding of what it
takes to be successful with learning; and a
focus on the industry. 

Those primary obstacles have pre-
vented the large IT vendors from actual-
izing the decade-old hypothesis to take
over the e-learning space, and those
same obstacles are the most formidable
barriers going forward. 

Kevin Oakes is CEO of Click2learn (NAS-
DAQ: CLKS), producer of the Aspen Enter-
prise Learning Platform, which allows
organizations to capture, manage, and dis-
seminate corporate knowledge to improve
productivity and business performance. 
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The notion that large enterprise software players
will enter and take over the corporate e-learning
world is as old as the industry, but lately the pro-
jection comes up more frequently.
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