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ABSTRACT 

 

Because of the surging demand for undergraduate business degrees and the increasing 

availability of effective online educational content, many traditional regional universities have 

added, or are now considering adding, online undergraduate business degree programs to their 

classroom programs.  Through a review of the literature bearing on that decision, this paper 

enumerates many of the heretofore-unreported risks unique to such programs and suggests 

methods to mitigate these risks.  The paper argues that online undergraduate business degree 

programs in traditional regional universities, if not carefully promoted and managed, can be so 

troublesome that they are unlikely to add long-term economic value to either the community or the 

university.  The arguments presented in this paper suggest many future areas for empirical work. 
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INTRODUCTION 

 

nline learning is one form of distance education.  It involves the use of computer networks and course 

management software to share educational content among students, teachers, administrators, and 

support staff.  Other forms of distance education include interactive TV and teleconferencing.  Online 

learning, via the advent of internet tools such as search engines, social networks, uploading technology (e.g. 

YouTube, Wikipedia), and course management networks, has revolutionized and popularized distance education 

(Friedman, 2005, 2013).  As a result, online learning has become a global pop-culture phenomenon - Stanford 

University recently attracted more than 150,000 students to a free, but non-credit, MOOC (massively open online 

course) (Pappano, 2012; Rosenthal, 2013).  This emerging culture, together with accelerating demand for college 

degrees, has caused the incidence of online courses to explode. 

 

According to Columbia University’s Community College Research Center, as of 2006, one-third of all 

college students were enrolled in online courses (Jaggars, 2006), and there were more than 90,000 online college 

courses.  As of 2010, 89% of public four-year business colleges offered at least one course online (AACSB 

International, 2010).  Most of these online courses are part of what are called hybrid degree programs - those that 

blend traditional classroom courses with online or hybrid courses.  Hybrid courses are those that blend online with 

classroom activities and they typically meet only once per week.  Hybrid degree programs, although they involve 

many asynchronous courses, make possible the proctoring of exams.  Most research indicates that hybrid courses 

can often be superior to classroom-only courses.  However, in part because of the expense of exam proctoring, an 

increasing number of traditional regional universities are offering what are called asynchronous degree programs.  

These programs do not require students to work at an exact time or place, nor do they require or support the 

proctoring of exams.  Because of the large market for undergraduate business degree programs, these are often the 

first in the university to be offered asynchronously.  This paper refers to these strictly online business degree 

programs as asynchronous undergraduate business degree (AUBD). 

 

 

O 
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It is useful to characterize the market for AUBD programs as three broad segments.  Market segment 1 

consists of self-motivated working adults without access to a quality classroom education.  It was segment 1 that 

gave rise to the for-profit colleges such as Devry University, University of Phoenix, University of Maryland 

University College, and many others.  Market segment II, on the other hand, consists of younger tech savvy students 

who prefer online programs only for convenience. 

 

In addition, this paper hypothesizes a significantly different third market segment.  It is comprised of 

younger, weaker business students preferring an AUBD from a traditional regional university - rather than from a 

for-profit university - for three reasons: 

 

1. These students are attracted by the established brand name of the traditional regional university. 

2. These students do not have the academic credentials needed for admittance to a traditional state, national, 

or international university. 

3. These students prefer asynchronous programs because they believe them to be less academically rigorous 

than classroom programs. 

 

This paper hypothesizes that the size of segment III is increasing and is doing so, in part, because of the 

decisions of traditional regional universities to compete head on with the for-profit online universities.  Many 

traditional university administrators initially saw online courses as a low cost means to serve a high quality 

educational product to student segments I and II.  However, it is likely that many of these administrators settled for 

low quality online courses because of the unexpected costs of high quality courses (for an example, see Rivard, 

2013).  If student segment III exists, it is, in part, because those students are attracted to un-proctored exams.  The 

emergent segment III culture is evidenced in this quote from an a recent article describing one of 250 students 

accused of cheating on an un-proctored exam: "He said that he also discussed test questions with other students, 

which he acknowledged was prohibited, but he maintained that the practice was widespread and accepted." (Pres-

Pena, 2012). 

 

Many university policy makers are influenced by the numerous pro-online learning editorials, written by 

other administrators, that have appeared regularly over the years in newspapers such as the Chronicle for Higher 

Education, Biz Ed, and Inside Higher Ed (for example, see del’Etraz, 2010).  Perhaps “group-think” is one reason 

these decision makers have been found unfamiliar with much of the empirical literature around online learning and 

its strategic implications for their institutions (McCarthy & Samors, 2009; Parent & Reich, 2009; Kulchitsky, 2008; 

see also Redpath, 2012, p. 133). 

 

Despite the challenges in administering online degree programs, many more traditional universities are now 

considering them.  Public universities facing budget cutbacks are quite likely to be adding online programs and, 

incidentally, there is evidence that the number of online courses a university offers is inversely proportional to the 

amount of state appropriations awarded to them (Byrd & Mixon, 2012). 

 

The purpose of this paper is, first, to enumerate the problems and challenges associated with online 

business degree programs in traditional regional universities.  Second, the paper proposes many ideas for future 

empirical work related to the costs of online degree programs.  Finally, the paper suggests how to mitigate the risks 

of offering online business degree programs.  It begins with a review of the most well respected literature around 

online business degree programs. 

 

LITERATURE REVIEW 

 

The many empirical studies comparing online to classroom learning outcomes typically measured one or 

more of the variables shown in Table 1.  Results of these studies are equivocal.  Proponents of online courses cite 

primarily the 2009 meta-analysis published by the U.S. Department of Education (US Department of Education, 

2009).  The primary popular conclusions drawn from that analysis are that, independent of all other variables, there 

are no significant learning outcome differences between online and classroom delivery. 
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Table 1:  Empirical Research Categories 

Measures Methods Article Examples 

Learning Outcomes direct or indirect 
Arbaugh, 2000b; Aragon, Johnson, & Shaik, 2002; Joy & Garcia, 

2000; Sautter, 2007; Lim et al., 2007 

Student Satisfaction indirect Allen et al., 2002; Lim et al., 2007; Vamosi et al., 2004)  

Grades direct Lim et al., 2007  

Faculty Satisfaction  indirect 
Allen & Seaman, 2008, 2009; Kim & Bonk, 2010; Liu et al., 

2007; Seaman, 2009; Tanner et al., 2009  

 

However, the US Department of education study alone does not sufficiently inform the strategic decision to 

offer an online business degree program.  A more complete literature review shows that many variables interact to 

determine the success of any particular online learning program (Arbaugh et al., 2010d; Jahng et al., 2007). 

 

The most studied such variable is course subject matter (Arbaugh, Bangert & Cleveland-Innes, 2010a; 

Arbaugh, 2010d; Cagne & Shepard, 2001; Peltier et al., 2003; Friday et al., 2006).  Research suggests that under the 

right conditions, online courses in applied qualitative courses, such as management and marketing, can be as good as 

classroom courses (Arbaugh et al., 2010 a.d; 2006; Ivancevich et al., 2009; Mullen & Talent-Runnels, 2006; Peltier 

et al., 2007; Weber & Lennon, 2007).  On the other hand, research suggests that online courses in quantitative 

subjects, such as math, economics, finance, and accounting, do not compare favorably to classroom courses 

(Arbaugh et al., 2010a; Rivard, 2013). 

 

The Delivery Costs of Online Courses 

 

Research indicates that course subject matter effects are likely due to the sensitivity of course learning 

outcomes to the amount of student-teacher social interaction (Arbaugh et al., 2010c).  In fact, the degree of effective 

social interaction between student and teacher is one of the most accurate predictors of online learning success 

(Arbaugh, 2010c; Kim & Bonk, 2010; Ke, 2010; Nemanich et al., 2009; Shea et al., 2010).  However, when online 

teachers are overloaded or otherwise unable or unwilling to take the extra time needed for high quality online 

teaching, course quality declines and then the student and community suffer economic opportunity costs (Redpath, 

2012).  These hidden costs should be included in evaluating the true cost of any online college course. 

 

The quality online teacher takes the time to provide explicit structure and rules for social interaction; 

otherwise, student participation will be lower than in the classroom (Sautter, 2007).  Research also shows that for 

effective online collaboration, the teacher must create a sense of “being there” through rapid response to individual 

student questions (Ke, 2010).  The quality online teacher actively facilitates discussion boards and group projects.  

This includes identifying areas of agreement and disagreement, encouraging and reinforcing contributions to 

learning, promoting exploration of ideas and productive dialogue and prompting probing and reflection (Ivancevich 

et al., 2009).  This may require the teacher to monitor several simultaneous discussions, while providing timely 

feedback and concluding the discussions, when appropriate, to avoid dysfunctional group dynamics such as social 

loafing (Brower, 2003; Kellogg & Smith, 2009).  Such work requires a delicate sense of timing and balance among 

these various instructional roles (Liu et al., 2005; Shea et al., 2010).  Too much or too little teacher involvement may 

have a negative effect on the quality and quantity of online student participation (Ke, 2010; Kellogg & Smith, 2009; 

Mazzolini & Madison, 2007). 

 

Good online teachers provide a strong rationale for online group work and a good balance between group 

and individual assignments (Mullen & Tallent-Runnels, 2006).  In addition, research shows that if teachers do not 

grade group assignments in near real-time, low online student participation is likely (Brower, 2003).  There is also 

evidence that low participation in discussion boards is likely when students do not value their classmates' opinions 

(Ke, 2010).  Online teachers have reported feeling overwhelmed by the requirements of good online instruction and 

often respond to this pressure via coping behaviors, such as superficial student performance evaluation and 

avoidance of complex topics (Brower, 2003; Ke, 2010). 

 

Although many university administrators initially viewed online degrees as a means to achieve economies 

of scale, the true cost of high quality course delivery may be greater for online courses than for classroom courses.  

One of the most well respected studies, which was conducted by the Association of Public and Land-Grant 
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Universities, found that 64% of thousands of college teachers said it takes more delivery effort to teach effectively 

online than it does to teach in the classroom (Seaman, 2009).  Furthermore, there is research indicating, as is the 

case for classroom courses, an inverse relationship between online class size and student learning satisfaction 

(Hewitt & Brett, 2007). 

 

Online Course Development Cost 

 

There is also evidence that the development cost of high quality online courses exceeds that of an 

equivalent classroom course.  For example, the online MOOC development project that San Jose State conducted 

with Udacity, a start-up company specializing in open educational resources, was suspended in July 2013 when it 

was found that the time to develop a single reusable mathematics course exceeded 350 hours - and even then, 

student performance was significantly worse than the corresponding classroom course (Rivard, 2013). 

 

Technology Infrastructure Costs 

 

High quality online course delivery requires investments in secure information system infrastructure that 

far exceed those required for classroom course delivery.  These include secure high capacity local area networks 

with internet access, robust course management software, and the associated support resources (Alavi & Gallupe, 

2003; Redpath, 2012).  These costs are one of the highest in the university budget. 

 

Regrettably, investments in course management software are unusually risky for the following reasons.  

Today's course management software industry consists of organizations, such as Blackboard, Moodle, Udacity 

Coursera, and Edx, which distribute products positioned as network platforms, as well as numerous textbook 

publishers who distribute platform components such as Connect and Wiley Plus.  These products each present a 

unique user interface, have overlapping capabilities, and do not interoperate well.  Furthermore, they are not 

designed to integrate smoothly and dynamically with the explosion of valuable new open educational resources now 

available (Haluk & Goul, 2010; Machado & Tao, 2007).  This means that online teachers often must use more than 

one course management product, which can discourage them from developing expertise in any single one.  Thus, the 

very features required for high quality online learning, such as assessment, video conferencing, calendar 

management, and learning outcome alignment, often go unlearned and unused. 

 

In addition, today's online course management software is not state-of-the-art in analytics, course 

evaluation, security, privacy, vigilance, and student motivation management (Li, 2007).  This happened because the 

course management software industry has stagnated in relative immaturity because of the enduring lack of consumer 

market power (Porter, 2008).  Survey research shows that students and teachers have complained for years about 

these deficiencies in online course management systems (Haluk & Goul, 2010; Ioannou & Hannafin, 2008).  

Unfortunately, these complaints have fallen on deaf ears.  As a result, many online degree programs operate not only 

by physically isolating students from teachers, but also by socially isolating them - and it is unclear which course 

management software platform will improve enough to become standard. 

 

Attrition Rates and Ethical Issues in Online Programs 

 

Besides the high tangible costs of quality online degree programs, there are also many hidden costs, such as 

declines in faculty morale, student confidence, and community good will (Clift, 2009; McCarthy & Samors, 2009; 

Rivard, 2013).  Greater student attrition rates are perhaps the biggest hidden costs of online courses.  For example, 

non-credit MOOCs have been shown to have an attrition rate of 90% (Rosenthal, 2013) and the attrition rates for 

online for-credit undergraduate business courses are significantly higher than those for classroom programs.  

Students who enroll in four-year undergraduate business degree programs often spend their first two years in 

community colleges.  The Community College Research Center at Columbia University has done nine studies 

covering thousands of programs in Washington and Virginia (Rosenthal, 2013).  That research indicates that online 

community college students are significantly more likely to fail or withdraw than are classroom students.  Those 

studies also found that low-performing students fell further behind in online courses than those in classroom courses 

(Rosenthal, 2013).  One of these Columbia University studies, published in 2011, tracked 51,000 students enrolled 

in Washington State community colleges over five years.  It found that those who took higher proportions of online 
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courses were less likely to earn degrees or transfer to four-year colleges.  Among the reasons cited were that 

students were attracted to online courses, in part, because of their lack of English and time-management skills. 

 

Administrators should also consider the hidden costs of the negative faculty perceptions of online courses.  

Such costs have prevented many leading business colleges from offering online programs, especially asynchronous 

ones (Alfred & Rovai, 2002; Allen & Seaman, 2009; Clift, 2009; McCarthy & Samors, 2009).  For many years now, 

leading academics have expressed direct and strong opposition to strictly online course delivery, viewing it as the 

harbinger of commoditization and commercialization of higher education (Clift, 2009; Cox, 2005; Noble, 1997; 

Stahl, 2004).  Some have warned that online learning may lead to a growing achievement gap between those who 

can afford classroom courses and those who cannot (Allen & Seaman, 2010; Carr-Chellman, 2005).  Furthermore, 

the public at large has a negative opinion of online college degree programs. 

 

Public Perceptions and Accreditation Problems 

 

Public opinion has long been negatively affected by media accounts of cheating scandals, diploma mills, 

fake degrees, and the aggressive advertising of for-profit online colleges (Blumenstyk, 2005; Carnevale, 2002a; 

Pres-Pena, 2012; Rosenthal, 2013; Vault, 2001; Wilner & Lee, 2002).  It has been widely reported that some online 

programs have faced legal accusations of false advertising (Bartlett & Smallwood, 2004a, b; Carnevale, 2002b; 

Koolan & Smith, 2003).  An example of the bad press online degrees are now getting regularly is a recent NY Times 

editorial, which asserts that courses delivered solely online: 

 

may be fine for highly skilled, highly motivated people, but they are inappropriate for struggling students who make 

up a significant portion of college enrollment and who need close contact with instructors to succeed”….  "Lacking 

confidence, as well as competence, these students need engagement with their teachers to feel comfortable and to 

succeed.  What they often get online is estrangement from the instructor who rarely can get to know them directly.  

Colleges need to improve online courses before they deploy them widely.  Moreover, schools with high numbers of 

students needing remedial education should consider requiring at least some students to demonstrate success in 

traditional classes before allowing them to take online courses”.  The online revolution offers intriguing 

opportunities for broadening access to education.  However, so far the evidence shows that poorly designed courses 

can seriously shortchange the most vulnerable student. (Rosenthal, 2013, pp. 1-2) 

 

The business press has been especially critical of business college programs, in part because of the 

downturn in the economy.  It is said that such programs do not provide enough qualified graduates.  In return, 

prestigious universities have defended their business programs by criticizing the online programs of the less 

prestigious regional business colleges; consider this quote from the dean of the Oxford University business college 

(Barker, 2010): 

 

First and foremost, business education should be collaborative.  Consider Oxford University's MBA program in 

which a class has about 240 students, each with about six years of work experience, who represent nearly 50 

countries and almost all sectors of the economy.  That amounts to some 1,500 years of experience.  The pedagogical 

opportunities in sharing it are obvious”…“and they require an environment in which students actively work 

together and learn from one another…” in a collaborative learning environment where the people around you are 

more than just colleagues and friends; they are an explicit and valuable part of your educational experience.  It 

follows from this that effective business education cannot be delivered exclusively online. (Barker, 2010, pp. 52-60) 

 

Due, in part, to the negative publicity online business programs have recently gotten, asynchronous 

undergraduate business degree (AUDB) programs face an increasingly difficult time getting accredited (AACSB 

International, 2007; Popovich & Neel, 2005; Redpath, 2012).  Exacerbating the AUDB image problem, 

inconsistencies in the US higher education system have allowed many business colleges to operate without 

recognized accreditation.  Efforts to stop non-traditional accreditation practices have led to tough state legislation, 

ranging from mandating additional accreditation requirements to barring the use of unaccredited degrees on job 

applications (Bartlett & Smallwood, 2004a, b; Smallwood, 2004).  Media rankings also contribute to the negative 

public opinion of online programs.  For example, the Financial Times MBA Rankings exclude executive MBA 

programs (EMBA) that do not have 50% or more of their curriculum delivered in classrooms (Financial Times, 
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2010).  Instead, they relegate them to a separate list of unranked EMBAs that receive far less attention (Financial 

Times, 2011). 

 

The Market Value of Online Degrees 

 

The negative public opinion of AUDBs extends to employers as well; they have been reluctant to hire 

graduates of purely online business degree programs (Carnevale, 2007, 2005).  To many employers, online business 

degrees (and before that, correspondence degrees) are synonymous with lower quality degrees.  Adams and Defleur 

(2006) addressed the question of whether a job applicant with an online bachelor’s degree has the same chance of 

being hired as one who completed their degree entirely in the classroom.  Respondents were asked to choose one of 

a pair of candidates based on the three descriptions shown in Table 2.  The first pairing, which had Descriptions 1 

and 2, showed that 96% (258 managers) reported they would choose the classroom educated candidate over the 

online educated candidate.  The second pairing had Descriptions 1 and 3.  In that pairing, 75% o f  ma n a g e r s  

reported that they would prefer the 100% classroom educated applicant to the 50% classroom educated applicant. 

 
Table 2:  Job Candidate Descriptions 

Description 1: "Applicant A has the necessary degree.  The degree was awarded by a college or university where 100% of 

the applicant’s courses were completed via traditional classroom and lab instruction."  

Description 2: "Applicant B has the necessary degree.  The degree was awarded by a ‘‘virtual university.’’  This university 

does not have a campus, classrooms, labs or library, and 100% of the applicants’ courses were taken online." 

Description 3: "Applicant C has the necessary degree.  The degree was awarded by a college or university where 50% of 

the applicant’s courses were taken online and the other 50% were completed via traditional classroom and lab instruction." 

 

The same study analyzed respondents' written comments; see Table 3 for examples.  They indicated that 

the lack of social interaction and classroom experiences were respondents' most troubling perception of online 

coursework, but institution accreditation was also an important influence on hiring. 

 
Table 3:  Comments About Hiring Decisions 

The academic experience requires interaction between students, professors, and local businesses.  The internet, even when 

properly authenticated and accredited, creates a ‘‘sterile’’ learning environment.  Opportunities to circumvent traditional 

learning methods (interaction, role-play, quizzing) create opportunities for less honest individuals to increase their 

credentials. 

In my opinion, a lot more than just the coursework is gained from classroom instruction - feedback, interaction with others, 

participation, public speaking, etc.  It is my belief that this is lost through on-line learning. 

Personal interaction between instructors and students presents a more real world approach to learning.  There are no jobs in 

this organization that are completed over the Internet only. 

Students lose team experience and the ability to learn from each other.  Part of learning is interaction with peers and teachers.  

These skills are extremely useful in my work environment and I would prefer candidates who have them. 

 

One-third of respondents commented that an applicant with a mix of online and classroom coursework was 

‘‘more acceptable’’ than one with only online courses, and many responses suggested that online courses from a 

known ‘‘traditional’’ college were "more acceptable" than those from an unknown. 

 

Although there have been few published accounts that explain the cognitive processes at work when hiring 

decisions are made, existing research implies that a majority of employers view online undergraduate business 

degrees with suspicion.  In another of their national surveys, DeFleur and Adams (2005) found graduate school 

admission administrators extremely reluctant to accept students with online bachelor degrees; only 7% of 

administrators in the public institutions and 11% of private institutions indicated that they would admit such an 

applicant. 

 

In review, the perspective gained from an analysis of the most important literature comparing online to 

classroom business degree programs reveals several things.  First, there are some scenarios where high quality, 

purely online courses are more economically costly per student (if not prohibitively so) than classroom courses.  

These are courses where the subject matter is abstract and non-intuitive, thus requiring a higher degree of social 

interaction.  For business programs, examples are courses in statistics, systems design, and accounting.  In addition, 
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capstone courses based entirely on case discussions are ill suited for online delivery.  In these scenarios, course 

content deflation occurs when faculty do not have the extra time, assistance, compensation, skills or training needed 

for quality online course development and delivery (Redpath, 2012; Rivard, 2013).  This has been so often the case 

that most faculty, from across the entire university, have considered online courses inappropriate for their discipline 

(US Department of Education, 2009). 

 

Secondly, the literature describes ideal scenarios in which purely online courses can be as effective as 

classroom courses, and there are some faculty proponents of online teaching.  One such proponent nicely 

summarized the conditions where online learning can be as effective as classroom learning: 

 

The lack of face-to-face interaction [in online delivery] can be overcome by creating a context where students can 

learn collectively and collaboratively.  Communication immediacy and richness, typically an advantage of 

classroom learning, can be overcome by effective online instructional techniques and students’ ability to adapt to 

online environments.  The use of humor, personal anecdotes, the shorthand and emoticons that are part of the 

lexicon for online communication can counteract the absence of body language in online environments.  Instructors 

can create safe environments for meaningful and honest communications by establishing a sense of trust and 

fairness, disclosing more about themselves and their interests and employing a variety of pedagogical and social 

roles that facilitate online collaboration and learning.  Particular attention must be paid to minimizing instructor 

time devoted to technical and course administration support". “Training alone will not be sufficient to support 

effective online teaching.  Creation of an active online learning community where faculty can share experiences on 

a continuous basis is more likely to sustain faculty commitment and skills development. (Redpath, 2012, p. 134) 

 

DISCUSSION 

 

Thus far, this paper has documented some of the many challenges associated with the incorporation of 

purely online business degree programs in traditional regional universities, including the high costs of technology 

infrastructure, course development, and delivery.  To mitigate these risks and achieve high quality online education 

outcomes, universities should consider the following steps. 

 

Managing Community Expectations 

 

In keeping with the university’s mission of social responsibility, administrators should promote online 

degree programs only to self-motivated, older, non-traditional, and/or stronger students.  Weaker students just out of 

high school or community college should be dissuaded from enrolling in online courses, especially those of 

asynchronous undergraduate business degree (AUBD) programs.  As this paper has documented, there is mounting 

evidence that these students are far more likely to quickly fall behind, drop out, or graduate without a good job 

waiting for them.  Furthermore, if not managed carefully, AUDB programs can damage the brand of traditional 

regional universities, dissuading appropriate students from enrolling in their high quality courses.  Accordingly, 

universities offering AUBD programs should differentiate and market them as such to help prevent the community 

from confusing them with classroom programs. 

 

Agency Costs Unique to Some Online Programs 

 

Nevertheless, to save costs, many universities do not separately promote and manage their purely online 

undergraduate business degree programs.  These “hybrid” programs simply offer all their courses periodically online 

as an option for students.  Students are free to choose as many, or as few, online courses as they want and there are 

no distinctive designations on their degrees or transcripts.  However, these programs can lead to unique agency costs 

(Jensen & Meckling, 1976), most of which are related to course scheduling. 

 

Online Course Scheduling in Hybrid Programs 

 

Online course scheduling, because there are no real estate and time point constraints, can be much less time 

consuming than classroom course scheduling.  Thus, schedulers in hybrid programs may schedule online courses 

excessively.  This, in turn, can cannibalize classroom course enrollment.  This is especially the case for business 
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degree programs marketed to young weaker, traditional students at regional universities.  If they believe business 

degrees from a school with a valuable brand to be their quickest ticket to their first good paying job, they may not 

wait for a future classroom course if their needed course is immediately available only online.  The best practice is 

to ensure that the person scheduling courses is not the same person deciding the course delivery mode.  This 

separation-of-duties control in these hybrid degree programs can give students a better choice between online and 

classroom course offerings.  These student preferences can be used for continuous course improvement programs. 

 

Another course scheduling agency cost unique to hybrid degree programs arises when there is not enough 

motivated and trained faculty willing to teach online.  In these situations, online courses may be offered to any 

willing faculty.  Unfortunately, it is quite likely that some teachers will choose online courses primarily because they 

can spend less time on them than they would for classroom courses.  Furthermore, many teachers may prefer online 

courses primarily because they do not teach well in the classroom.  These risks can be mitigated by robust teacher 

performance evaluations and student opinion surveys carefully controlled for response bias. 

 

A final agency cost unique to any online course arises when under-motivated online teachers excessively 

schedule asynchronous assignments.  For example, these teachers may reduce their own labor by using unsupervised 

discussion boards instead of more effective, but time-consuming, synchronous activities such as conference calls, 

teleconferences and web conferences.  Therefore, administrators should encourage teachers to use some 

synchronous activities in their online courses. 

 

Online Course Exam Proctoring and Course Content Deflation 

 

Many undergraduate online business degree programs do not support exam proctoring.  In these situations, 

students may take exams any place that has internet access.  This, of course, promotes student cheating.  To control 

cheating in these situations, teachers often use timed speed tests, which can damage student performance, self-

confidence, and perpetuate course content deflation.  Administrators of online programs should provide proctored 

testing centers for online students. 

 

CONCLUSION 

 

In summary, this paper identified caveats in online undergraduate business degree programs born by recent 

empirical research and published practical experiences.  It focused on traditional regional universities, because most 

of the students vulnerable to the risks of online courses are enrolled there.  Contrary to the expressed opinions of 

many university administrators, the empirical literature suggests that the cost per-student of a single high quality 

online course is higher than the corresponding classroom course.  Thus, it is safe to conclude that a high quality 

online undergraduate business degree program is likely to cost significantly more than an equivalent classroom 

based program, especially if the hidden economic costs to the community are considered.  Furthermore, the long-

term student attrition rates of online courses may offset any short-term university revenue increases. 

 

Another conclusion that can be drawn is that, because the empirical literature clearly enumerates the many 

conditions that must be in place to deliver a single effective purely online college course, it is unlikely that a strictly 

asynchronous undergraduate business degree (AUBD) program will be as effective as either a classroom or a hybrid 

program.  Instead of adding value to the university and community, an AUDB can surreptitiously subtract value 

from them, hiding the increased costs in the unseen extra labor of dedicated faculty or in the opportunity cost of 

deflated course content.  Other high costs of online programs in traditional regional universities are the information 

technology infrastructure, underutilized physical facilities, and damage to the institution's brand. 

 

Despite the popularity of online learning and the strong demand for undergraduate business degrees, 

investments in these programs, if not managed carefully, are risky in the long term, both for the university and for 

the community.  Experience has shown that, although online technology can add value to almost any single college 

course, the true marginal value of a strictly asynchronous online business degree (AUDB) program may be negative, 

especially for traditional regional universities.  There are many ethical reasons why schools that cannot afford high 

quality online degree programs should avoid them. 
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Business colleges should take a cue from large corporations - where online training has been quite 

successful.  Large corporations, realizing that synchronous online training can add great value to asynchronous 

training, also use conference calls, teleconferences, and live webinars.  University administrators should encourage 

the same.  These synchronous activities can greatly improve the quality of online courses, making hybrid degree 

programs the preferable alternative to AUDB programs. 

 

This paper makes several contributions to the literature.  It is the first to enumerate and discuss how to 

control the agency costs unique to hybrid online degree programs; in such programs, asynchronous courses and 

activities may be over-scheduled.  This hypothesis is worthy of future empirical work.  This paper is the first to 

discuss student “market segment III” which consists of younger, weaker students who enroll in the AUDB programs 

of traditional regional universities.  It is important that future research determines the relative size and the detailed 

characteristics of this market segment because there are ethical and legal problems associated with recruiting 

students from this market.  The paper hypothesizes that many of these students see the less rigorous online business 

degree as their only ticket to their first good paying job, while hoping that the brand name of the traditional regional 

university will overcome employers’ reluctance to hire the business graduates of the lesser-known for-profit schools.  

This hypothesis is also worthy of empirical work. 
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