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Codecademy: Monetizing a Movement?
We're a movement to make education more of a con | |
4 . _ imodity. We're not just - * *
. mission would get tainted if we charged consumers for content. l/t'ge need to be ai:the;tz{?r gk e
. — Zach Sims, Cofounder and CEO
'Zach Sims al}d Ryan Bubinski‘sat in the Codecademy headquarters, an exposed-brick fourth-floor
- office near Madison Square Park in New York City. In 2011, while in their early twenties, the two had
] founded Codec'ac!emy, an open-platform, online community to teach users to code. By 2014, they had
a total of 24 ml.]h‘on unique users and a library of over 100,000 lessons. The company had raised a
- total of‘$1 2.5 million in funding and was, on many fronts, an overwhelming success. However, there
were still no revenues. The company’s website stated, “Codecademy is free and always will be.”’

The founders, along with the board, had decided that 2014 would be a year of experimentation
with different monetization strategies. By June, the cofounders had preliminarily tested two
monetization models. The first charged companies for training employees offline on coding skills, a

service that the training departments of these companies paid an annual fee to receive. The second
monetization model focused on a labor marketplace to match Codecademy users with jobs that

corporations and recruiters were seeking to fill.

the 25-employee company. In April, the company

Codecademy blog announced, “it quickly became

launched a redesign of its website, because, as the
apparent that if we wanted to grow and mature as a brand, we required a thorough redesign of our

entire produ«:t.‘”’2 The next month, the company announced that they were opening an office In
London to work with the British education system and also had forged partnerships with

foundations and government bodies .- Estonia, Argentina, and France.
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The Big Idea: Teach the World to Code

Sims and Bubinski became friends while studying at Columbia University when Sims g,
freshman and Bubinski was a sophomore. While in school, Bubinski founded a student organizap,
in 2009 that helped students learn to code outside of class called the Application Developne

Initiative (ADI).” Sims also showed an early interest in technology, and during school he interned i

, and AOL Ventures. By 2011, the

: = ' >UES that led to starting a company. “We saw that, as our friends

mpleted his junior year, they applied and ¢
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Gims and Bubinski launched Codeca
on JavaScript, a coding language iday afternoon | ‘
: sed . In August 2011 i
hours of posting a link to the lessons OngHacker A::u:: v ' e with eight
more than 1,000 concurrent users.® Within News

| ‘I'he market’s reaction to the simple website attracted investors. Shortly after completing the Y
Combinator program, the company closed a $2.5 million round of funding led by Union Square
Ventures (USV) along with AlphaTech, CrunchFund, Founder Collective, SV Angel, Yuri Milner, and

others.!! “What really intrigued us about Codecademy was the engagement it fostered with users —

~ this isn’t just a teacher lecturing. It's learning by doing,” said Andy Weissman, a partner at USV. He
~ continued, “It’s designed to have millions of people use it. It's transformative because it unbundles
~ coding from college education. And lastly,” Weissman added, “We just really like these guys.” USV
. mtmncemed with the specifics of a monetization strategy right away. “Sometimes, if you
~ decide on and pursue a monetization strategy too soon, you can get in your own way. We believe

i

" vou build a barrier to entry first with a large network and then monetize. You want to retain
Aexibility to make sure your strategy fits with the fabric of the product,” said Weissman.
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from the general public. Through that curation, we ¢ creation partners and authors
r WE LY Lo create a cohesive learning experience,” said

Bubinski. He explained that a pure marketplace experience around content is not effective for

beginners: “We realized you have to strike a bala i
‘ : | nce. In an ideal world, every s
content for the skill that’s most important for them to be learning at that timrey \Aﬁlc;fgttﬁectlfyt l::. ti?;ff:;
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' don’t always know what the learner should '

:f a huge discoverability problem.” uld be learning, and the learner doesn’t know either. There's
}

|
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Th_ough a marketplace suggested that a customer could sift through myriad options to find the
best fit based oA value a.nd 'qua_lity, Bubinski felt that, “for education, people pick Ey brand or some
notion of' quallﬁy of the institution.” But new students were not the best judges of education quality.
He explained, “If you want to start studying electrical engineering, you're not really qualified to say
what a great curriculum is for that, since you haven’t studied it yet. You have to be able to trust the
brand. The marketplace dynamics for education aren’t quite as cut-and-dry as products on eBay yet.”

Expanding and Refining

As the company expanded its course library, it was able to expand its coding language offering, In
April 2012, the company unveiled tutorials for CSS and HTML,? two coding languages generally
used in tandem to build websites. The same month, Codecademy launched an interactive coding
console, Labs, an in-browser feature that allowed users to practice what they had already learned
without having to download an integrated development environment (IDE) or code editor.?® (See

Exhibit 3 for a screenshot of Labs.) The new setup placed the text editor on the left side of the
browser and a console to the right to show what a user’s executed code would look like. Sims noted,

“Labs makes it really easy to continue along the path of learning stuff without any of the
complications that go along with programming.”%

In June 2012, Codecademy raised $10 million, led by Index Ventures, bringing total funding to
$12.5 million.28 The founders planned to use the new funds to grow their base of nine employees and
scale globally. Already the company was working to launch sites in Chinese, German, Japanese,
Russian, and Spanish. Once again, the company reached out to its network: the translations into other

languages were being done by Codecademy users for free. Sims described the users’ desire to lend a
hand: “The day we launched, someone downloaded the site and translated it into Japanese and then

sent it back to us. Unfortunately we had no way of hosting a Japanese site then.”*’

User Community Dynamics

Codecademy’s user community was diverse,
explained, “We don’t see Codecademy as a produ

student can be a teacher and vice versa. It's more 0 _ | .
professors who stand on a stage.” Instead of featuring industry gurus as teachers on its wr;bjlte, th;
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initiative focusef:l on coding by “serapm:
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L hen first founded, Codecademy was a pioneer in offering free coding-specific online education.
evert the m.arket opportunity to help close the skills gap was not lost on other companies. Thus,
by X 41! ._cqmpentors had emerged from many segments of the online education market.

g

~ outside of CS, their CS subject matter overlapped with Codecademy’s. Three major MOOCs (EdX,
Cou "‘"" Ud:e ty) offered free classes to anyone with an Internet connection.

~ EdX A nonprofit partnership between Harvard University and the Massachusetts Institute of

o ou (MITY EdX was created in 2012 and expanded to a consortium of schools that
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0 Charge

Unaffiliated Online Education

Online education companies unaffiliated with higher education institutions (Lynda_com Khar
Academy, and Udemy) were gaining ground, benefiting from the network effects of larger MOOCS,

Lynda.com Lynda.com started in 1995 and was profitable by.1997. [t offer?d wha
“high-end how-to content . . . including tutorials on the Ruby cm'R'al]s programming lan
engine optimization, basic business software like Excel, and digital photography.
adopted the contributor model early on: experts were screened and flown to the com

shoot instructional videos, By 2013, it had a staff of 400, 550 courses, 1,400 hou
3 million clients (including individual | : '

and academic institutions).5! The Ly

access to a few free lectures, subscribers
paid content creators based on traffic.>2 In 2013, it ra;
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~ \Loding boot camps or hack schools” were an offline option for those eager to learn the skill.
- lhese 8- to 16-week programs were in-person and cost thousands of dollars. Hack schools publicized

-

S earning job offers extended to those who had finished their programs. Dev Bootcamp
was a nine-week program with locations in San Francisco, New York, and Chicago that charged
$12,200 and maintained a ratio of 1 instructor per 10 students.® Hackbright Academy, also of San

st all-einale boot camp that charged $15,000 for its 10-week program.® Coding Dojo
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As another phase of the reimagined website, Codecademy’s dashboard was redes;
increase the ease of discoverability of content for users. The company simplified the user's €XPperienc
of browsing content “by putting all the skills you can learn in a single page, and secondly, to makm=e
easier to gauge your overall progress on the site.””* (See Exhibit 5 for an image of the dashboarq ) 4
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nd we believed we could teach valuable skills.” Bubinski separated coding skills into three

Hers. . %}4 re what Bubinski called “highly paid Google software engineers.” In the middle

. were “technical non-techs,” white collar workers that dealt with data and/or digital products but
neede ' skil 'Complements. He believed that “technical non-tech” employees worked at
companies that would value a Codecademy enterprise training program. The last tier of skills were
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“That’s just engineering.

conversion rates,” said Bubinski,
abor marketplace model would be content developyey

The other challenge with expanding the | % _
Codecademy would need to create a library of learning modules (“Learning Prototypes”) that would
matched the skills employers were seeking in ioh

allow the user to build skills that directly
candidates. This would require a substantial investment in content development and an exhaustjy

research effort with employers to match skills to the open jobs.

Enterprise model To test an enterprise model where Codecademy would offer a custom
curriculum to company clients for their employees, Codecademy ran several pilot programs with ;

h.andful of For:tun? 500 companies. Each company commissioned the programs and worked with
Sims and Bubinski to tailor the content for their learning objectives. The companies all paid for

programs. “We wanted money to be involved, because we wanted to get good information. If you
give a company something for free, the information you collect from them isn't necessarily

information you can depend on. We wanted their expectati i
SEE : ons of lity ,
were spending,” explained Bubinski. d R tch the dollars )

mlﬂ}iﬁ?ﬁ:ﬁ ilghse‘:el:iied Onehenter prise Cul‘riC_ulum targeted not at programmers, but rather at

into helping peo ie us :a:? 2 : ared across a!l Pllo_t programs. “The curriculum basically breaks up

information,” notzd Bulfinlssgi]tér t?olslto i dlg.ita] products, communicate data, or process |

company to teach classes on C c(l) m;p TRenitn liom. Codecademy sent an instructor to each |

Codecademy sent the cor odecademy to the employees for a day. For the next three months, |
e company data on employee performance and online course completions. ’
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Codecademy: Monetizing a Movement?

815-093
employees, and Codecademy would need to adj
training department buyer. just the content and the sales efforts to better fit the

mployee.®' Many platfor -

5,38 me, or ]}J’ul:’Ii;"ll:I‘l.irtgmcst:ann‘f'l“r e;: C\?VI-T;pe}m & f.or training  employees, such as Lynda.com

were also piloting and iaunchinl; n};w ;;:g ; Dlgl?l Classroom. Coursera, Udacity, and Uf:‘lem);
' SANME TICW rams BIRST B g e S s

typically ranged from $20-$40 per employee pger o :;:: an enterprise audience.® Program pricing

in the US. was $164 billion, or $1,195 per

Conclusion

As t;he rd meeting neared, Sims and Bubinski were still debating which experiment they
should focus on: a labor marketplace or the enterprise model. Either choice would put Codecademy
up against some formidable competitors.

ims pointed out that a labor marketplace model would not require a large human capital
vestment and could scale relatively easily, while an enterprise model would require hiring full-time
instructors to teach enterprise clients’ employees and a large sales staff to call on training
lepartn to sell the programs. Weissman had also reminded them that delivering a product to the

e “:' market would mean Codecademy would have to deliver it at an enterprise level of service,

» other hand, an enterprise model had a straightforward go-to-market strategy with clear
| The labor marketplace model’s go-to-market strategy was less certain, which would lead to

ret on outcome. Having an uncertain go-to-market path did not prevent them from
o the largest learning community of coders, but the Codecademy team was concerned _that the
B ax already trained to tap other communities, such as LinkedIn, and might not

would pose its own set of challenges but that
trying to create a movement, we have to be
vision to become the vocational school for

ow that either monetization route
icion. “As a 25-person company

ved. “We have a long-term VisK
o there?
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