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Anthony F. Chelte 

Midwestern State University 

John M. Coulter 

Western New England College 
 

INTRODUCTION  

It is my privilege and pleasure to have the honor of delivering the 

keynote address at this, the 15th annual meeting of the American Society of 

Business and Behavioral Sciences. This is the seventh time I have been at the 

annual ASBBS meeting, so next year I will reach the ñhalfwayò point with 8 out 

of sixteen.  It has also been my pleasure to serve as the ASBBS track chair in 

behavioral accounting for the past four years. My intended co-presenter and 

colleague Dr. Anthony Chelte, Dean of the Dillard College of Business 

Administration at Midwestern State University, sends his regrets that he is unable 

to be here to share this evening with you. 

My comments will be structured around ideas regarding what you can do 

to improve the way things work in the business school at your institution. The 

title of the most recent paper that Dr. Chelte and I have written on this topic is 

ñRemodeling the Business School: Strategies for Continuous Improvementò 

(Chelte and Coulter, 2008b). While that paper provides many useful ways in 

which the leadership of a business school may engage internal and external 

stakeholders in the necessary efforts to ensure continuous improvement in the 

strategy and operations of the business school, its primary focus is on what top 

leadership (particularly the Dean), should do in order to envision and implement 

meaningful change. This evening I would like to take the opportunity to provide 

you with a few of these, but also to provide some additional suggestions 

regarding ways in which you as individual faculty members may both initiate and 

contribute to such efforts. A recent book on the theme of business leadership is 

titled You Donôt Need a Title to Be a Leader (Sanborn, 2006), and I would like 

you to take this eveningôs remarks in that spirit: regardless of job title, whether 

you are an assistant professor, associate professor, full professor, assistant dean, 

associate dean, program director, or any combination of these, you have the 

power, capability, and most importantly, the responsibility, to envision and 

implement meaningful change at your institution. 

                                                 
1 Keynote Speech; 15th Annual Meeting of ASBBS, February 23, 2008 
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OPPORTUNITIES AND CHALLENGES  
 

Before getting into specifics, I would like to offer a few caveats 

regarding your efforts at engaging to achieve such change at your school. First, 

consider the concept of ñbroken windows,ò taken from the criminal justice 

literature, which offers a most fruitful metaphor in this regard. Taken most 

simply, its premise is that where something as seemingly simple as broken 

windows in a neighborhood are left neglected and unrepaired, this is seen by the 

residents and all who pass through that neighborhood as a harbinger of eventual 

decline and neglect, leading to meaningful declines in perceptions of quality of 

life in the surrounding environs. You may recall that Mayor Rudolph Giuliani 

used this concept to improve perceptions of New York City several years ago. 

Cracking down on comparatively minor infractions such as subway fare jumpers, 

graffiti artists, and those who would squeegee your windshield for a price upon 

your entering the city hardly offer the first line of defense against major crimes, 

but repairing these seemingly minor ñbroken windowsò went a long way toward 

improving peoplesô impressions of New York City as a dangerous place. 

 In similar fashion, your identification and repair of what may seem to be 

minor ñbroken windowsò at your institution will improve perceptions of the 

quality of your business school far beyond the degree to which you think they 

will. You do need to sweat the small stuff, before it becomes big stuff. And no 

matter how small a problem seems at first, it will become a big problem if you 

donôt do anything about it, or wait for someone else to fix it because you think 

itôs not your job to worry about it. This concept was extended to the business 

world a few years ago in a book by Michael Levine (Levine, 2005). Additionally, 

Dr. Chelte and I have addressed the broken windows concept as it applies to the 

effective management and operation of business schools in two recent papers 

(Chelte and Coulter, 2007, 2008a). 

Another item to bear in mind (though you will likely hardly need 

reminding) is the so-called ñspeedò of change in academia. Iôm sure you all 

undoubtedly have experience with this phenomenon, whereby even the simplest 

and seemingly easy to agree upon changes often require the better part of a 

semester (or two, or three) in order to come to fruition. At my school we are 

planning to add two concentrations to our Master of Science in Accounting 

(MSA) program: one in forensic accounting/fraud investigation, and one in 

taxation. These changes have been approved by our Accounting Department and 

by the faculty of the School of Business, they have the support of the Dean, and 
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the Provost plans to present their addition as a formal motion to the College 

Board of Trustees at their meeting next month. So what is the speed of change 

issue here? The proposals were forwarded to a subcommittee of the College 

Faculty Senate some five months ago, where they have since languished, with the 

result of the stalling being that the full Faculty Senate has yet to formally vote on 

them. While I donôt think this is necessarily an extreme or atypical example for 

academia, if any for-profit corporation customarily moved at this speed, the 

marketplace would plow them under. 

You also need to be willing to wait out and defuse the apparent ñpowerò 

of what may well prove to be a vocal minority in your school. Often times, long 

in the tooth senior faculty members may speak out against new ideas at school or 

departmental meetings. A perfectly acceptable and desirable idea on the table can 

provoke a lengthy and prolonged negative response from one or more people 

who may be speaking only for themselves or for a few like-minded colleagues 

who do not represent anywhere close to a majority of involved internal 

stakeholders. 

The best image with which I have been provided here is that you need to 

avoid being deterred or dissuaded by what may be called óCAVEô dwellers. In 

this context, óCAVEô stands for ñColleagues Against Virtually Everything.ò  Iôm 

sure you can call to mind one or more people at your school who fit this 

description. These are not the people in whose hands you want to rest the 

ongoing improvement of your business school. For any of a variety of different 

reasons, they do not share your vision (or likely even have a vision) for the future 

of your business school. They may lack or no longer have the ambition and 

energy you have, and/or they may have any manner of personal grudges that keep 

them from allowing meaningful initiatives to aid in the achievement of the 

mission of your business school. Often times they simply do not like anything 

that represents change. For those whose careers are at a standstill, change 

highlights their stagnancy. As desirable as the concept of broad-based 

stakeholder involvement may be, these individuals are not, may not, and quite 

often simply should not be a part of the process of continuous improvement. If 

you are able to obtain a simple majority of colleagues in favor of your proposal, 

then you are well on your way to success. Many faculty members are in favor of 

any initiatives over which they do not need to maintain any degree of personal 

responsibility or acceptance. Your best course of action here is to work the 

hallways in advance of proposing any initiatives, whether at the department or 

school level. Clarification of positions and intent can often build consensus and 

coalitions, and can defuse delays and trouble before they happen. 
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BEST PRACTICES 

 

For those of us who are at schools accredited by AACSB International, 

we have the advantage of their accreditation standards not only to guide us in our 

improvements, but as a means of holding our colleaguesô feet to the fire. The 

common thread running through the standards is one of continuous improvement, 

which presupposes the inevitability of ongoing change. Thus, ñstanding stillò is 

not an option; we must continually be vigilant and mindful of opportunities in 

which we can make our schools better. 

My remaining remarks are structured loosely around the AACSB 

International accreditation standards, which are grouped into three categories: (1) 

strategic management standards (Standards 1 through 5), (2) participants 

standards (Standards 6 through 14), and (3) assurance of learning standards 

(Standards 15 through 20). For each category, I will attempt to give one or more 

examples characterizing initiatives that represent best practices for continuous 

improvement. A more detailed examination of these issues is provided in the 

most recent paper that Dr. Chelte and I have written on this topic (Chelte and 

Coulter, 2008b). 

Even as an individual faculty member, you still have a great deal of input 

into the strategic management of your business school. Whether through 

membership on relevant committees, or simply as a voice in a faculty meeting, 

forums for you to express your viewpoint are there and you need to take 

advantage of them. The most important part of the strategic management 

standards relates to the mission of your business school. A best practice here is to 

have the statement plainly visible everywhere: on your website, in the entryway 

of the building of your school, and in each and every faculty memberôs office. 

While this is not a guarantee that the mission is embodied in the day-to-day 

activities of the school, it represents an important first step in ñwalking the talkò 

of what your school represents and what it is all about. 

 The participantsô standards are the easiest for individual faculty members 

to relate to, since they directly identify and involve those who make up the daily 

activities of the school: students, staff, faculty, and administration. The standards 

that most relate to faculty are standards 9 and 10, which pertain to faculty 

sufficiency and qualifications. The faculty sufficiency standard requires that a 

certain percentage of those who teach at a school are what is termed 

óparticipatingô faculty (as opposed to ósupportingô faculty). A best practice here is 
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to have a clear definition of what your school means by the term participating. 

Some schools define this as anyone who is employed by the school to teach on a 

full -time basis. In my view, however, this definition does not adequately reflect 

the intent and spirit of the standard. Iôm sure you can all think of colleagues that 

are employed full-time, likely long since tenured, who hardly epitomize the 

image of ñparticipatingò in the life of the school in any meaningful way other 

than meeting minimum contractual obligations with regard to teaching and office 

hours. And yet you also likely have adjunct, or part-time, faculty members who 

are involved with student organizations, who that serve as academic or internship 

advisors, etc. These people are most definitely ñparticipating.ò So make certain 

your school has a definition that truly reflects the activities undertaken by people, 

and not one that is driven by their contractual employment status. 

 It is also difficult to develop meaningful and useful interpretations of the 

standards regarding faculty qualifications. Certain percentages of faculty must be 

ñacademically qualifiedò (AQ) and/or ñprofessionally qualifiedò (PQ), but 

precise specification of what is meant by each of these is problematic. For AQ, at 

a minimum, a broad cross-section of faculty must be engaged in the production 

of intellectual contributions to their discipline, particularly in the form of peer-

reviewed refereed journal publications. A further complicating factor is that 

definitions are mission-based, which means that what counts as AQ at one school 

may not suffice at another. The interpretation of the standards was also recently 

revised to allow for those with significant administrative duties (e.g., Dean, 

Associate Dean) to be considered AQ with perhaps different activities than other 

faculty at the same school. Best practice here is to be as clear as you can with 

your definition of what it means to be AQ, and to then document clearly each 

faculty memberôs academic qualification status and the activities they have 

performed or achieved in the preceding five years to maintain that status. 

 There are also difficulties with respect to developing an operational 

definition of what is meant by PQ. At minimum, this typically means that a 

faculty member has a masterôs degree in the subject and ñrelevant professional 

experience.ò But a recent whitepaper from AACSB (AACSB, 2006) says that the 

intellectual capital obtained from this professional experience is to be of the same 

ñrigor and extentò as that obtained in a doctoral program. Try as I might I canôt 

come up with a means to equate three or four years of doctoral study with a given 

number of years of, say, experience as a public accountant. Itôs the classic 

example of comparing apples with orangesðwhen does more of something 

fundamentally different ever equate? This is particularly difficult where 

department chairs considering potential adjunct hires need to be able to look at a 
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CV and determine if the applicant is PQ or not. The best practice here is to be as 

clear as you can with your definition of PQ, and similar to my suggestion for AQ 

faculty, document clearly the activities and achievements of the faculty you 

consider to be PQ. In so doing, you promote transparency with respect to your 

meeting the standards, and do so in a manner that will enable anyone: internal 

stakeholders, external stakeholders, or an accreditation visit team, to make 

determinations regarding the complement of faculty who are carrying out the 

instructional mission of the school. 

 The final set of accreditation standards relate to assurance of learning, 

the ultimate promise a school makes to its students and external stakeholders. 

Degree programs have certain learning goals associated with them, outcomes that 

graduates of the program can be expected to have attained. AACSB standards 

now require that schools articulate these learning goals, and that they obtain 

direct evidence regarding whether the goals have been achieved. A meaningful 

assurance of learning system requires committed involvement from a critical 

mass of faculty, and this is an area where you can make a meaningful and 

important contribution to your school. Many faculty shy away from assessment, 

whether from fear that it will make them appear to be ineffective teachers, or 

perhaps simply from assuming that assessment is someone elseôs job. Assuming 

that you are interested in knowing what your students do and do not know, and 

are also interested in raising the standards of your department and school over 

time, then make the commitment to become involved with direct assessment at 

your institution. Even done well, the process will take a great deal of time and 

effort, but in the long run both you and your school will be better off for it. 

 To sum up, what I have tried to do is provide an overview of the ways in 

which you as individual faculty members may contribute and make suggestions 

for the meaningful and ongoing improvement of the operations of your business 

school. The remarks were loosely structured around AACSB International 

accreditation standards, but its concepts are applicable to all schools, whether 

accredited or not.  

As an integral part of both your overall institution and the communities 

you serve, it is necessary that your business school evolves in response to 

changes in its environment. Of primary importance in this effort is of course the 

vision and behavior of the Dean, but top leadership alone cannot initiate or 

implement all improvements. I hope that perhaps one or two of my thoughts or 

suggested best practices resonated with you tonight. Going forward, please take 

the opportunity to be proactive in doing your part in remodeling and continuous 
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improvement, regardless of your title or position. Remember, if itôs your business 

school, then itôs your business! 
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ABSTRACT: The attainment of environmental quality and ecological 

consciousness have become a globally pivotal concern of the 2000's. Since the late 

1990s, large-scale government intervention in industries has become more 

pervasive. Numerous laws, regulations and government programs have been 

adopted to help solve the nation's ecological problems. Evidently, a major part of 

this effort has been the policy to encourage industries to voluntarily control their air 

pollution, an orientation often absent in the attitudes of government officials and 

policy makers.  The specific regulation chosen for the study is known as the 

USEPA's "Bubble," an environmental protection policy which offers a flexible 

marketing approach instead of a mandatory procedure. This voluntary policy of 

regulatory alternatives offers market incentives to industries as an exchange, in 

order to find better ways of reducing their air pollution than can be provided by 

detailed environmental directives. Guided by Ecological-Marketing concept, this 

article explores barriers of the policy on industrial market innovation.  It attempts to 

understand how some industrial firms handle regulatory uncertainty better than the 

others and how they market the policy proposal to the regulatory agencies 

effectively.     

 

INTRODUCTION  

Only recently have government policy-makers shown an interest in the 

replacement of the EPA mandatory programs by an innovative marketing-

approached policy, known as the "Bubble". Such a change in the EPA 

orientation, which is already somewhat in evidence, has gone on to make a 

transition from a "command-and-control" orientation to a "marketing" 

orientation. The ñBubbleò is an approach that attempts to elicit voluntary action 

based on a realistic understanding of industry's needs. Surprisingly, many 

businesses are not aware of the Bubble policy, and, thus, only a relatively small 

proportion of industrial firms are engaged in the policy. Another question is of 

major concern for regulatory agencies and industrial firms alike: whether or not 

this marketing-based policy may produce some barriers to the acceptance among 

businesses. Yet, the issue remains one about which marketers know relatively 

little. To investigate this issue, a survey was conducted to identify how industries 

adapt their marketing strategies to cope with an uncertainty toward the regulatory 

policy. In fact, the Bubble policy is compatible with the ecological-marketing 

concept (Apaiwongse 2006), however, little attention has been paid to the 

application of the concept.  The author attempts to rectify this situation by (1) 
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reviewing the studies related to the acceptance among firms of an EPA policy, 

(2) reporting the insights obtained from an exploratory investigation of adoption 

decision among industrial firms, and (3) offering propositions to stimulate future 

research about ecological adoption policy. 

ECOLOGICAL MARKETING AND VOLUNTARY POLICY  
 

Ecological Marketing: The Ecological-Marketing concept is distinguished from 

other mandatory approaches not because it offers a totally different set of 

techniques, but because its overall orientation to solve ecological problems is 

different from those legal-regulatory approaches most commonly employed in the 

private and public sectors (Apaiwongse 2005a, b). The concept is considered a 

marketing strategy for the environmental crisis, and can be viewed as an approach 

to create a plan for air pollution control that draws upon concepts and techniques 

from the marketing field, and attempts to gain industries' voluntary cooperation by 

sensing and satisfying their needs as expressed by their attitudes and behaviors. The 

approach is aimed at eliciting voluntary action through the exchange process. 

Ecological marketing provides an understanding of how government and business 

need to strike a better balance in the division of responsibility for the management 

of social externalities (Apaiwongse, 2007a).  
 

Voluntary Environmental Policy : Though policy makers and business executives 

recognize the increase of government intervention in environmental problems, very 

little investigation has been given to expand the scope of voluntary interaction 

between business and government for the mutual benefit of the society. Indeed, a 

voluntary policy of regulatory alternatives for industry is compatible with the 

concept of ecological marketing, and those voluntary programs hold more promise 

than mandatory ones (Apaiwongse 1991).  Ecological marketing approach amounts 

to a policy that is more flexible and viable than policies based on increased 

regulation to business. To recognize that government may be cast in the seller role, 

as a more active environmental educator of business, is a valid approach.  The role 

of government as regulator is played down and is replaced by the role of seller. A 

broadened interpretation would have government aggressively direct at industry a 

persuasive communication aimed at increasing the preference for and adoption of 

the voluntary policy. Consistent with the concept, economists are inclined to favor a 

government policy that makes greater use of free-market mechanisms, than policies 

that utilizes direct controls as a solution to air pollution problems. The voluntary 

approach to pollution abatement would be a step toward making pollution control 

more profitable for industrial firms (Apaiwongse, 2007b).  
  
"Bubble" As Applied to Ecological-Marketing Concept: One specific existing 

policy combines regulatory market strategies with voluntary alternatives as an 

economic incentive to motivate industries to accelerate pollution reduction. Under 

the Clean Air Act, the EPA is responsible for assuring that each state enforces the 

air pollution level standards. The approach adopted in state implementation plans 
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has been to specify exact limits on the amount of pollutants that might be discharged 

by each emission source in industrial plants. The Bubble concept instead, sets 

overall limits on pollutants for an entire plant, allowing business to determine the 

most appropriate mix of controls on the emission sources within the plant. A 

company could then be innovative in altering the pollution rates of the emission 

sites in the plant as long as the air pollution through the stack meets EPA 

requirements. In principle, the Bubble approach allows substantial savings to 

industry without relaxing mandated reductions in air pollution. Yet the Bubble 

policy manifests its own problems. For instance, complaints among industrial firms 

show evidence of the restrictive Bubble policy and the EPA's immobilizing 

bureaucracy. Certainly, the perception among industrial firms toward this regulatory 

uncertainty will influence their policy decisions. The innovative EPA's "Bubble" 

policy brings flexible ecological marketing to the control of air pollution. In fact, the 

Bubble policy exemplifies the exchange relationship between industrial firms and 

regulatory agencies as a key factor in achieving a specific marketing goal. Because 

the Bubble concept is a voluntary alternative which relies upon economic 

incentives, the roles that both EPA and industrial firms play in this ecological 

market is that of buyer and seller, respectively. The means of the market exchange 

are the submitted proposals by firms, and proposal approvals of emission rates by 

the EPA. The selling function represents the submission of Bubble proposals by 

firms, and the buying function represents the approval of the Bubble proposals by 

the EPA. However, many businesses are not yet aware of this new market-

approached policy Apaiwongse 2005c).                 

 

THE SURVEY 
 

Population under Study: A five-phase field study was used to collect data. These 

phases included contact among EPA offices and company environmental officials; 

personal interviews, a pretest, and a mail survey. Totally, 42 firms constitute the 

entire population surveyed for this study. Names and addresses of participating 

firms, as well as the names of certain key officials, were obtained from the EPA. Of 

42 firms actually submitting Bubble proposals and forming marketing groups for 

the Bubble decision, 33 (about 79%) responded with complete questionnaires. In 

each of these firms, there were four to six potential respondents. Of the 88 Bubble 

questionnaires returned, all but five responses were complete enough to be included 

in the analysis. 

 

Regulatory Uncertainty Instruments: Though environmental factors tend to 

cause barriers in decision making among business leaders, little research has been 

published on the effects of the EPA regulatory uncertainty on industrial 

innovation. Whereas evidence shows that environmental regulation tends to 

increase uncertainty toward adoption decision, a stable regulatory strategy can 

reduce barrier and uncertainty. Thus, the uncertainty over future regulatory 

standards may substantially increase the risk of industry commitment to 

regulatory adoption. For instance, the impact of regulation has delayed and even 
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prevented innovation in a number of areas. Apaiwongse (2007a) mentions two 

main effects of EPA regulation on industrial firms: the firms lack enough 

information to find optimum solutions, and the regulation causes an unwelcome 

diversion of technical and management resources from where they should be--

marketing innovation. As a result, there is little doubt that EPA regulation can 

add a substantial element of uncertainty to a firm's adoption of marketing 

innovation. This uncertainty may be caused by such factors as unclear and 

rapidly changing EPA regulations, inconsistencies between local and federal 

policies (Manners and Nason 1979). The instruments employed here are based on 

executives' perceptions of uncertainty. Perceptual measures rely on interview and 

the questionnaire items were based on the comments received from a panel of 

business executives and government officials involved in the Bubble project. The 

survey questionnaire was pretested, using a group of executives of companies that 

were participants in the Bubble marketing centers. The uncertainty is constructed by 

three factors: the degree of clarity of the information, the uncertainty of the causal 

relationships, and the time span required for definitive feedback (Lawrence & 

Lorsch 1967). The ten-item instruments employed here concentrate on the 

dimensions of uncertainty introduced by previous behavioral scientists (Duncan 

1972). The specific attributes of the EPA regulation are commensurate with 

viewpoints expressed by company executives. 

    

EXPLORATORY  INVESTIGATION  

 

 An exploratory qualitative study is undertaken to investigate the concept. 

Focus and in-depth group interviews with executive were conducted to develop a 

conceptual model of innovation decision. The following open-ended questions were 

asked: 

 Did the company decide to submit a bubble policy proposal? Because this 

type of compliance is more beneficial to the firm than are other air-emission 

compliance methods? 

 Can the firm specify the benefits that are derived?    

 Did uncertainty about the risks taken because of the unclear or ambiguous 

aspects of the regulation contribute to the firmôs using the bubble policy 

proposal rather than another type of compliance plan? 

 Can the firm specify the types of uncertainties that affected the decision to 

submit a bubble policy proposal instead of another type of air-emission 

compliance plan? 

 

 All i nterviewees found the concepts of benefit and uncertainty meaningful 

and generally expected to see no variation in the overall level of benefit across firms 

but envisioned a variation in uncertainty across firms.  The executives were able to 

suggest some novel or practical approaches for measuring benefits and 

uncertainties. Findings are presented by including supportive verbatim quotations 

from executives and from viewpoints expressed consistently by those conveyed in 

leading environmental journal articles concerning the bubble policy. 
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Finding 1:  A crucial factor which affects the decision to submit the bubble 

proposal is whether the bubble policy affords the most beneficial way, among 

available alternatives, to meet air-quality standards.  

ü ñWe decided to go to the bubble policy because it was the least complicated 

and least expensive way to meet the emission limitations.  We had some 

lines which would have zero emissions and others which were way above 

the guidelines.  Here, the averaging of the bubble was very important to 

us.ò 
 

Finding 2:  The extent that the bubbly policy offers a financially feasible way of 

implementing an approved air-quality control method is another principal 

determinant for decision-makers who submit the bubble proposal.  

ü ñ. . . basically, "bubble" offered a chance to avoid some expensive new 

abatement efforts on emissions well documented to be of no environmental 

importance in exchange for emissions already abated.  Therefore, it was 

worth a try.ò 
 

Finding 3:  Executives' decisions to submit the bubble policy were made on the 

basis of perceived benefit in operating-cost minimization.  

ü ñThe decision to pursue the bubble policy in our company was made on the 
basis of preliminary studies which indicated that non-traditional fugitive 

dust control would provide greater environmental benefits at greatly 

reduced capital and operating costs.ò 
 

Finding 4:  Perceived benefit concerning less energy consumption resulting from 

the bubble policy is another key factor which affects executives' decision-making to 

submit the bubble proposals.  

ü ñThe key factors which affect this decision: [1] Are the alternative controls 

that would be proposed under the bubble less costly in terms of capital and 

operating costs, and energy consumption? [2] Do the alternative controls 

result in at least equivalent improvements in ambient air quality? In most 

cases, if the answers to these questions are "yes," a bubble proposal would 

be submitted.ò  
 

Finding 5:   As a constraint, an executive's perceived degree of uncertainty 

regarding governmental regulation on the bubble policy will affect the company 

decision to submit a bubble proposal.  

ü ñThe bubble policy can definitely encourage more cost effective air 
pollution control methods, but EPA has not acted quickly enough to remove 

necessary constraints from the current bubble policy.ò 
 

Finding 6:   EPA's inability to provide clear information on the revision of the 

bubble regulation affected the company decision on whether to submit the proposal.  

ü ñThis (EPA's inability to modify air-emission regulations in view of altered 

circumstances) definitely works against greater use of the bubble.  The EPA 
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has been talking about amendments to the bubble since late 1980, but it has 

been unable to promulgate the amendments because of internal problems.ò 
 

Finding 7:   Air pollution control regulations are ambiguous to the point that they 

affected the decision on whether to submit the proposal.  

ü ñSecondary ambient air quality standard for particulate cannot be 

universally met in Midwest maintaining overall program uncertainty.ò 
 

Finding 8:  The air pollution control regulations are not flexible enough to 

encourage the proposal submission.  

ü ñThe long period (15 months) which has elapsed since beginning 
discussions on the (bubble) project and the numerous "red tape" procedures 

have been very frustrating and make you (the researcher) question whether 

it is worth the effort. The SIP revision part of this still is not finalized and 

flexible.ò 
 

Finding 9:  The firm's ability to determine whether a bubble proposal will be 

approved or what action should be taken to meet expectations of air pollution 

control regulation is a crucial factor which affects the decision to submit the 

proposal.  

ü ñOver the long haul EPA expects the bubble policy to force the 

development of other new control technologies. But EPA acknowledges 

that this could be a difficult process. "Before they (industry) give us 

information about other control technologies, they want to know what we'll 

accept and what we'll reject." 
 

Finding 10:   The available information about conflicts and inconsistencies between 

air pollution regulations is not adequate to make the decision on whether to submit 

the proposal.  

ü ñThe federal-state relations may be most important. It takes states eight 

months to one year to adopt regulations.  It takes EPA one federal 

regulatory notice of change in strategy to make a state plan unreasonable 

for bubbling. Many state regulations, as a result of 2000 pressure from 

USEPA, have inconsistent bubble regulations with federal programs.ò 
 

Finding 11: Delays by regulators in clarifying regulations affect the decision on 

whether to submit the proposal.  

ü ñState control of "bubble policy" required a detailed Extended Compliance 
Plan (ECP) to reduce hydrocarbon emissions by 2006.  Estimated reduction 

of 43%.  EPA took 22 months for approval. Annual report on paper press 

speeds, pounds of inks used and production figures on all products.ò 

 

 The eleven findings reflect current issues in ecological marketing. The 

views expressed in both the personal interviews and in some leading environmental 

articles concerning the effects of government regulation on the decision to submit 
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the bubble proposal provide insight into issues explored in the study. Table 1 

il lustrates the uncertainty constructs being factorized from these findings.  

 

TABLE 1  

FACTOR ANALYSIS OF THE REGULATORY UNCERTAINTY SCALE 

 Question Content                     Factor Description                    

                                   LACKNOW  REGULAT  LACKINF  Communality  

1.  Can determine  if a proposal                                        

will be approved. Expected                                        

Consequence        .89940  - .11421    .13607  .83142  

 

 2. Can get information  necessary for  

th e decision to submit a proposal.     .18903    - 6661    .93310   .93922  

 

 3. Delays by regulators  in clarifying  

regulations  will affect the  

decision.                        - .29246   .68752   - .21416   .52937  

 

 4. The adequacy of information  about                                          

con flicts and inconsistencies of                                  

regulations  is adequate for decision.  .14675 - .05025   .95262     83789  

 

 5. The air pollution control                                          

regulat ions  are  flexible  enough to                                      

encourage the proposal  submissi on.      24661  - .67225   .14665   .41638  

 

 6. Can predict how the restriction                                            

of the  Regulations  will  affect the                                         

proposal approval.     .88835  - .05485   .13534   . 74120  

 

 7. Unavailability of modified                                           

regulations,  in view of altered                                

circumstances, affect the dec ision to                                     

submit the  proposal.     .04240   .75145   .01288   .38378  

 

 8. Regulation  is ambiguous  to the                                              

point  t hat affects the decision to                                         

submit the proposal.     .24207   .73798   - .29902 . 66071  

 

 9. Know what action to take to meet                                            

expectations  of regulation.    .84001  - .08610  .13824   .57359  

 

10. Revision of regulations  affect                                                

the decisio n to submit the proposal.   .15806    .61274  .09918    . 18996  

 

Cumulative variance explained by 3 factors 70.6%  

______ ___________________________ ____________________ _________________  



Journal of Business and Behavioral Sciences 

18 

 

 

DISCUSSION AND IMPLEMENTATION  

 

 The study compares regulatory uncertainty attributes, as perceived by the 

Bubble marketing-centers. The policy attribute which has the greatest barrier on 

market innovation is "Lack of Knowledge, Predictions and Expectations," followed 

by "Lack of Enough Information for Decision Making." The attribute "Ambiguity 

of the Policy and Delayed Feedback" seems to have the least impact. The finding 

indicates that air-emission regulations impose substantial barriers to the group 

decision to adopt the alternative Bubble policy. There appear to be two main areas 

of impact through regulation on firms. The first is that members of marketing 

centers perceive the unclear and ambiguous content of the Bubble policy as posing a 

significant barrier to its decision. The second is related to such uncertainties as Lack 

of Information, Unpredictability of the Decision Outcomes, and Confusion about 

the Regulation Expectation.  

  

 The study has several implications. The establishment of performance 

standards by EPA leads to the concept of Ecological Marketing. Innovative 

regulatory techniques inspired by the marketplace could generate alternatives, such 

as the Bubble, to supplement the "command and control" form of pollution 

regulation. Moreover, government policy-makers, realizing that market-like 

instruments could supplant command-and-control techniques, would also realize 

that such a policy would achieve more effective cooperation from industrial firms in 

maintaining emission standards and a greater stimulation of industry's social 

responsibility (Apaiwongse 2002). 

  

 The perceptions about benefits and costs of regulatory alternatives should 

encourage the adoption of voluntary alternatives. One reason for this would be that 

marketers would compare a specific government regulation with voluntary 

alternatives and opt for the latter. Marketers would examine the benefits and costs of 

different voluntary alternatives and trade-offs would take place. Government 

regulator might assist marketers in their decisions to adopt the voluntary alternatives 

by reducing the non-monetary costs. These costs include frustrations, the 

unpredictability of the results of proposal submissions, government bureaucracy, 

and delay. On the other hand, marketers would benefit from the effect of 

information in reducing uncertainty. These advantages are compatible with the 

principle that a market transaction canôt be efficient unless both the seller (here 

selling centers) and the buyer (here the regulatory agencies) understand the full 

costs and benefits associated with the transactions they undertake. 

  

 To make the voluntary alternatives proposal more advantageous to all 

would require that government regulators utilize communication strategies that 

would encourage the acceptance of this proposal by marketing firms. This is 

necessary because the rapid development of voluntary alternatives may cause a 

communication void between government regulators and the marketers. The 
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diffusion involves two steps: an initiation phase and an implementation phase 

(Zaltman, et. al, 1973). The initiation begins with the marketers becoming aware of 

the innovative voluntary alternative and its potential for maintaining the air 

pollution standards at the least cost. This phase includes the development of a 

favorable attitude toward the innovation. This is followed by an implementation 

stage in which marketing members search for the necessary information prior to 

their submitting a policy proposal to the government. Progress through these stages 

is partly determined by the amount and the quality of the information received by 

the members from the government. On its part, government regulators should 

recognize the regulatory uncertainty -- the conflicts, confusions, inconsistencies and 

impracticality involving federal and state laws concerning environmental standards. 

This uncertainty results in a marketing center's unwillingness to adopt the 

innovative regulatory alternatives and in the increase of related operating and 

investment risks. The government regulators should apply accepted communication 

skills in their contact with members of a marketing center during the entire process. 

The quality of such communication may be measured by the capacity of the 

information to reduce the perceived uncertainty among the members of the 

marketing center. The quality of communication would include the degree of 

credibility that the government agency is able to develop over time in the minds of 

the marketing-center members.  

  

 One means of developing communication channels could involve the 

establishment of forums for various marketing centers to express their views on new 

regulatory alternatives. These forums could provide a means for continuing and 

productive interchange between representatives of government and business that 

would help them arrive at mutually reinforcing policies and actions. The problems 

created by government intervention in private enterprise would be alleviated in 

environmental policy, moreover, by improving the information flow among EPA 

agencies. Both representatives of government agencies and business would realize 

that open channels of communication, as well as mutual trust and understanding 

between them, are essential. Without such understanding and trust, innovative 

public policies for adoption decisions are less likely to be responsive to the real 

issues at hand and may be exceedingly difficult to implement. 
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ABSTRACT:  This paper presents wavelet methodology for the estimation of the 

multifractal spectrum of financial time series. Empirical tests using Government 

of Canada securities prices suggest the existence of multifractality which means 

that the random walk hypothesis for the price increments does not apply. It is 

demonstrated that multifractal diffusions capture the outliers, moment scaling 

and correlation in volatility exhibited by many financial time series. Risk varying 

at different scales requires corrections in the asset pricing models and portfolio 

optimization strategies. 

 

INTRODUCTION  
 

   The Gaussian paradigm of independent normally distributed asset returns 

has been broadly challenged and numerous attempts have been made to improve 

it. In particular, the behavior of financial markets has been increasingly 

quantified using the tools and concepts of statistical physics such as scaling, 

multifractality, and multiplicative cascades. 
 

   For fixed income markets, statistical characterization is important not 

only in terms of volume liquidity, but also in terms of derivative pricing, hedging 

strategies and portfolio optimization. While stochastic volatility models have 

been mainly applied to stock markets, fixed income markets have received less 

attention, possibly because they are less volatile in strong economies. Bernaschi 

et al. (2004) present a time series analysis of price fluctuation in the US Treasury 

fixed income market and show that price increments do not fulfill the random 

walk hypothesis. Research of the price fluctuation of a single bond may lead to 

better insight into the efficiency of fixed income markets. The research described 

in the current paper uses wavelet methodology in the empirical test of a bond 

price volatility model based on a continuous time stochastic process that 

incorporates outliers and volatility anti-persistence. 
  
   Time series analysis based on one scale lacks the ability to explain the 

data generating process. Main stream financial economists prefer ARCH type 

models that capture only imperfectly the volatility correlation and the fat tails of 

the probability density function of price variations. These models are inaccurate 

in terms of changes in time scales. Gençay et al. (2002) provide evidence that 

volatility is a mixture of high and low volatility regimes with asymmetric vertical 

dependence properties. Their findings have important implications regarding the 

calculation of risk at different time scales. 
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   Arneodo et al. (1998) propose a cascade model that accounts for the 

distribution of the volatility of returns across scales. The behavior of the 

autocorrelation function depends on the cascade variables and a scale 

independent random variable. If that variable is white noise there will be no 

correlation between the returns while their absolute values (or the associated 

volatilities) are strongly correlated. 
   

   The classical assumption of independent returns implies that the degree 

of fatness of the tails decreases as the holding horizon extends. But Johansen and 

Sornette (1998) find that asset returns exhibit strong correlations exactly at the 

time of extreme events. Therefore, the use of a fixed time scale is not suitable for 

an analysis of the real dynamics of price moves. In contrast, wavelet analysis 

captures dependencies in the two dimensional time-frequency plane. 

 
WAVELET ANALYSIS  

 

  Accurately modelling financial price variations is an essential step in 

defining risk management techniques, portfolio optimization, derivative pricing, 

fund management and trading. Muzy et al. (2001) and Gençay et al. (2002) show 

that return volatility displays long-term correlations from large to small time 

scales. Since fixed time scales are not adequate for capturing the perception of 

risk and return, a better insight into the dynamics of financial markets can be 

achieved with a time-adaptive framework that simultaneously takes all time-

scales of the statistical distributions into account. 

 

   Wavelets are localized both in time and frequency/scale and are well 

suited to approximate discontinuities and sharp spikes. The wavelet transform of 

the asset price as a function of time f(t) is defined as 

                                               +Ð  

                              W(Ű,a)=Ú-Ð    f(t)ɣŰ,a (t)dt, 

where the analyzing wavelet ɣŰ,a(t) is translated in time Ű and dilated by scale a. 

Wavelet coefficients decompose the information from the original time series 

into pieces associated with both time and scale. The wavelet coefficients can be 

viewed as differences between weighted averages where the weights are 

determined by a given wavelet filter. Wavelet coefficients are appropriate for the 

estimation of the total variation of the data at various time scales. 

 

   The wavelet transform is a well adapted tool for studying scaling 

processes as the wavelet coefficients at a fixed scale are stationary with short 

range correlation. The greater the number of the wavelet vanishing moments, the 

shorter the correlations, i.e. with a large enough number of vanishing moments, 

the wavelet coefficients can be considered as decorrelated. 

 

   Scaling behavior of data has no precise mathematical definition. It is 

often associated with long range dependence, self-similarity, multifractality or 
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local regularity. Generally, it is related to the fact that certain scale dependent 

quantities (time series increments, power spectrum, wavelet coefficients) behave 

as a power-law of the scale. If scaling extends to large scales, it is referred to as 

the long-range dependence exponent or Hurst exponent. 
 

   The Hurst exponent provides us with a means to analyze the dependence 

characteristics of a financial time series and to determine if they are persistently, 

neutrally or anti-persistently dependent. When the Hurst exponent is 0<H<0.5, 

the time series is called anti-persistent. Fractional Brownian Motion (FBM) 

increments with anti-persistence diffuse more quickly than the neutral Geometric 

Brownian Motion (GBM) increments with H=0.5. Such an anti-persistent FBM 

returns continuously to the initial point. The GBM with H=0.5 has independent 

increments and its autocovariance is a constant ɔ(t)=ůĮ, no matter what the time 

horizon. When 0.5<H<1, the time series has long memory and the volatility lasts 

forever. 
 

   Bernaschi et al. (2004) conjecture that the process of price evolution of a 

single bond is not known even if the price variation of the bonds are strongly 

correlated as a consequence of the one price law. The price fluctuation of a single 

asset is an important insight into market efficiency as revealed by Fama (1970). 

Price increments should be uncorrelated with zero mean in order to defy the 

gaining of any information about the future evolution of an asset price by looking 

at its fluctuations in the past. 

 

DATA  
 

   The data for this research was collected from the Bank of Canada 

website and consists of 2665 daily observations from March 1, 1994 to August 

12, 2004. Selected Government of Canada benchmark bond yields are based on 

actual mid-market closing yields of selected Canada bond issues that mature 

approximately in the indicated term areas - 2, 3, 5, 7 and 10 years, Long Term 

bonds and Real Return Long Term bonds. Data on Government of Canada 

Marketable Bond Average Yields of 1-3, 3-5, 5-10 and over 10 years are also 

analyzed. 

 

MEASUREMENT METHODOLOGY  

 

   A random process x(t) is said to be self-similar with Hurst exponent H if 

for any scale a>0 it obeys the scaling relation 

                     x(t)ḯa-Hx(at) 
 

   A self-similar process is monofractal when its singularity spectrum f(Ŭ) 

is reduced to a single point and the irregularity exponent at any point is the same. 

Its increments display long range dependence and their autocovariance function 

decays as ɔ(t)=ůĮt2H-1 as the horizon tŸ+Ð. Then H is called the Hurst exponent 

of the series. 
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   Hurst exponents relate to the fractal dimensions D=2-H, the fractional 

integration d=H-0.5 and Zolotarev stability ŬZ=1/H exponents. 

 

   Fractional Brownian motion is too homogeneous for the representation 

of financial asset price processes, as the H exponent should be the same at all 

times. If the H exponent varies with time, the process exhibits multifractal 

structure. A test of the multifractality of a process involves the linearity of the 

scaling function Ű(q). A self-similar process is monofractal if Ű(q)=qH. 

 

   The Government of Canada securities prices exhibit deviations from 

linearity of the scaling exponent Ű(q) suggesting the existence of a multifractal 

spectrum, instead of one monofractal Hurst exponent. In finance, Corrazza and 

Malliaris (2002) draw a similar conclusion for a number of foreign currency 

markets. 

    

   The slope at the origin of Ű(q) provides an estimation of the Hurst 

exponent: 

    Ű((1/H))=0. 
 

   The multiresolution property of wavelets enables precision in the 

calculations and proves to be the most accurate and relevant technique of 

estimating the Hurst exponent. Audit et al. (2002) have shown that the Wavelet 

Transform Modulus Maxima (WTMM) estimator is more robust than any other 

wavelet based estimator for monofractal processes that can be quantified by a 

unique exponent H. 
 

   Hurst exponents for the time series are reported in Table 1. All series 

(except (3-5 years marketable bonds) exhibit anti-persistence H<0.5, i.e. prices 

do not follow Geometric Brownian motion and the Ito diffusion process. The 

exception might be due to averaging of few security prices or differences in the 

liquidity that lead to volatility persistence. 
 

   Monofractal time series should display only one regularity Hurst 

exponent with dimension f(Ŭ)=1. In the multifractal spectrum the regularity 

exponent (ŬϚ) with the highest dimensions is related to q=0 and to the second 

moment of the empirical distribution. 
 

   A multifractal can be visualized as an interwoven ensemble of 

independent monofractals each with its own dimension f(Ŭ). The multifractal 

spectrum is the Legendre transform of the corresponding log moment generating 

function as shown by Riedi (2002): 

      f(Ŭ)=fL (Ŭ):=inf [qŬ-Ű(q)]. 

                               q 
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  Estimating the Ŭ's conveys information about processes with continuous 

but highly irregular paths occurring in various complex systems. Multifractal 

formalism allows the researcher to quantify how frequently a given singularity 

strength Ŭ is assumed. Muzy et al. (1993) show that measurements based on 

structure function scaling exponents reflect only a small part of the singular 

properties and prove the efficiency of the Wavelet Transform Modulus Maxima 

method. 

  

   The multifractal spectrum is thus characterized by regularity exponents 

(Ŭ) and their dimensions f(Ŭ). The multifractal spectrum between Ŭmin and ŬϚ is 

related to the positive moments of the empirical distribution. Standard empirical 

estimators of moments will fail to reflect divergence of moments in finite data 

sets. Infinite moments may degrade the performance of estimators or possibly 

introduce some systematic errors. In multifractal analysis, infinite moments may 

indicate phase transitions that are highly informative about the local regularity of 

the process. Processes with fractal support therefore should be treated with 

caution since singularity exponents may become exceptionally large (yet finite) 

causing the scaling function to degenerate for negative q as shown in Riedi 

(1995). Similar problems are encountered also with wavelet exponents, where a 

remedy has been devised by Muzy et al. (1993) using local maxima in wavelet 

bounds. 

 

   One of the ways to determine multifractality of a process is to single out 

the linearity of the scaling function. Gonçalves and Riedi (2002) warn that the 

infiniteness of the moments may lead to concave estimates of the scaling 

function, although the actual process is mono-fractal with a linear scaling 

function. In order to avoid this fallacy we have to restrict the scaling function to 

the range of orders of finite moments. 

 

Multifractal Estimation:  The concept of multifractality originated from a 

general class of multiplicative cascade models introduced by Mandelbrot (1974). 

Multifractal formalism was originally established to account for the statistical 

scaling properties of singular measures through the determination of their 

singularity spectrum f(Ŭ). Fractals appear not only as singular measures, but also 

as singular functions or signals = time series of singularities. Parisi and Frisch 

(1985) proposed extracting the multifractal spectrum of the velocity field from 

the inertial scaling properties of structure functions. 

 

   The structure function approach has serious drawbacks as shown by 

Muzy et al. (1993). This approach fails to fully characterize the singularity 

spectrum due to some fundamental limitations in the range of accessible 

irregularity exponents: it fails to detect the part of the f(Ŭ) spectrum which lies 

beyond the value ŬÓ1. 
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   A multifractal formalism based on wavelet transform modulus maxima 

(WTMM) allows us to determine the whole singularity spectrum f(Ŭ) directly 

from any experimental time series (Muzy et al., 1991). For negative values of q  

some estimators are unstable and only half of the multifractal spectrum can be 

calculated. The WTMM method has been shown to be very stable, even for 

negative q's and proven to give access to the whole multifractal spectrum. 

Negative absolute moment based estimators could be very competitive in various 

situations. 

 

   For processes with positive increments such as cascades, negative order 

moments become very important and relevant, since they capture the probability 

of very small increments. In other words, negative order moments are related to 

the time instances t with high regularity, i.e. the smooth parts of these otherwise 

'spiky' processes. 

 

   The procedure for calculating the multifractal singularity spectrum based 

on WTMM is described in Yalamova (2003).Wavelet transform has proved a 

particularly efficient tool for measuring the local regularity of a function. 

 

   The originality of the WTMM method is in the calculation of the 

partition function Z(q,a) from these maxima lines. The space-scale partitioning 

given by the wavelet tiling or skeleton defines the particular Gibb's partition 

function: 

                      Z(q,a)=×_  sup |W(Ű,a)| q 

                                             Ű,a    a 

 

   This partition function effectively computes the moments of the absolute 

values of the wavelet coefficients W(Ű,a). 

 

   A decay scaling exponent Ű(q) is computed as the slope of the dyadic 

logarithm of Gibb's power partition function: 

                  logϜZ(q,a)åŰ(q)logϜa+C(q), 

 

where q is the power of the moments, a is the scale. The multifractal spectrum 

f(Ŭ) can then be found as the inverse Legendre transform of the scaling exponent 

Ű(q). Because this procedure is based on Gibb's statistical averaging or partition 

function Z(q,a), there is no explicit local information present in the resulting 

scaling estimates. Therefore, the usefulness of the partition function method 

resides in the fact that it obtains information on global averages, which tend to be 

more stable than local information. Its disadvantage is that it tends to obscure the 

local information. 
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Multifractal spectrum of Bank of Canada benchmark bond price series 

 

 

   The multifractal spectra of the benchmark securities are humped shaped 

functions with maximum at ŬϚ. This pertains to the scaling exponent of the 

second moment. Lower values of Ŭ are related to moments of higher irregularity, 

e. g. higher risk. In Table 1, we report the values of the minimum Ŭ's. Muzy et al. 

(2000) interpret multifractal scaling in terms of volatility correlation and propose 

a stochastic volatility model for return fluctuations. In a subsequent paper, we 

apply our results for volatility forecasting based on this model. The similarity in 

the MFS of the benchmark securities suggests the "law of one price" holds. 

Similar conclusions can be drawn about the multifractral spectra of the rest of the 

securities. RRLT and 3-5Y marketable securities exhibit more weight on the 

positive moments which can be interpreted as "absence of smoothness" in the 

price function. 
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 Multifractal spectra of Bank of Canada marketable bond price series. 
 

   Although, LT and RRLT ŬϚ is 0.5, those price series are not random 

walk because they exhibit multifractal behavior. The existence of higher order 

cumulants and their impact on portfolio optimization strategies are discussed in 

Muzy et al. (2001). The multifractal spectrum empirical results should impact 

portfolio decisions distinct from the ones made in the mean-variance framework. 
 

Bonds Hurst ŬϚ Ŭmin Ŭmax 

2T 0.441501 0.48686 0.31496 0.65309 

3T 0.431965 0.47954 0.30248 0.62868 

5T 0.430108 0.47668 0.30213 0.61749 

7T 0.430478 0.48284 0.33019 0.62098 

10T 0.343289 0.47838 035287 0.58428 

LTB 0.448229 0.50019 0.36649 0.53013 

RRLT 0.458526 0.50094 0.34331 0.50228 

1-3M 0.450857 0.48869 0.32812 0.64487 

3-5M 0.567535 n/a 0.5291 0.64038 

5-10M 0.430849 0.47891 0.33187 0.60998 

10M 0.44405 0.49356 0.34836 0.54819 

Table 1: Hurst and Holder (Ŭ) regularity exponents 

  

Table 1 reports ŬϚ regularity exponents with highest dimensions and the 

Fractional Brownian motion Hurst exponents of the series. MMAR relates the 
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multifractal spectrum to the trading time. Instances with low regularity (Ŭmin) are 

related to high risk and fast trading. 
 

   The multifractal spectrum of the bond price series demonstrates the 

existence of higher moments and their scaling exponents are calculated. This 

empirical evidence necessitates a different approach to volatility modeling that 

will impact derivatives pricing, portfolio optimization and risk management 

strategies. 
 

   These empirical findings of multifractality should lead to further 

advancement of stochastic volatility models and multifractal volatility forecasting 

in the fixed income markets. Existing term structure models based on Geometric 

Brownian Motion and Ito diffusion may lack accuracy if the quadratic correction 

term to the scaling function is significant (Muzy et al., 2001). The parameters of 

the multifractal spectrum that will affect portfolio strategy will be discussed and 

empirically tested in a subsequent paper. 

 

CONCLUSIONS 
 

   The Fractional Brownian Motion component shows that Bank of Canada 

bond price series are consistently anti-persistent and an appropriate adjustment of 

bond pricing models should be made to incorporate the relevant Hurst exponent. 

Most of the existing models for fixed income securities are based on Brownian 

motion which assumes self-similar process with Hurst exponent H=0.5, i.e. 

where volatility changes with the square root of time. 

 

   Moreover, multifractal processes contain a continuum of Hölder 

exponents Ŭ and lie outside the class of Ito diffusions. The multifractal spectrum 

f(Ŭ) is the distribution of these exponents quantified by a renormalized density. 

An empirical estimate of the spectrum relates to a particular construction of the 

process. Therefore, the proposed methodology allows flexibility in modelling 

different types of data. Its applicability to Fixed Income markets is enormous. 

The significance of this research is even more apparent, given the fact that FI 

markets have not yet received much attention in terms of quantitative 

characterization as a stochastic volatility process. 

 

   Multifractality is a form of generalized scaling that includes long 

memory and incorporates enough bursts of extreme volatility to capture the fat 

tails of financial time series. Multifractals provide an appropriate framework for 

modeling and forecasting stochastic volatility. Fixed income markets exhibit 

correlations in volatility that should be incorporated in pricing and portfolio 

optimization models. Multifractality leads to the existence of higher order 

cumulants that cannot be simultaneously optimized in a portfolio composition for 

all time horizons (Muzy et al., 2001) and portfolio optimization and rebalancing 

strategies must reflect stochastic volatility and higher order cumulants. 
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ABSTRACT:  The Major Field Test (MFT) in Business, developed by ETS®, is 

promoted as an instrument designed to assess various basic learning outcomes in 

major fields of study.  The resulting scores can be further used to refine and 

improve curriculum and benchmark students to national norms or to peer 

institutions.  Current literature discusses how studentsô achievement test scores, 

GPAs, and course performances may be used as predictors of MFT performance.  

What is missing is a set protocol that an assurance of learning (AOL) coordinator 

may follow in reviewing typical MFT scores.  This study proposes an analytical 

protocol and suggests potential interpretations and actions that may be taken by 

an AOL coordinator to improve student learning as reflected by MFT scores.   

INTRODUCTION  

  Business college administrators find themselves searching for sources of 

direct measurements that confirm or ensure student learning.  While this search is 

not new, there seems to be heightened pressure to respond to these requests not 

business school accreditation bodies such as the AACSB International, regional 

university accrediting organizations such as the Southern Association of Colleges 

and Schools (SACS), and stakeholders such as donors, employers, lawmakers, 

students, parents, alumni, faculty administration, trustees, and community 

leaders.  Such stakeholders want confirmation that the colleges and schools are 

adding value to their students by producing knowledgeable and skilled graduates.  

Colleges and universities are now required by their accreditation bodies not only 

to measure to what extent students learn requisite knowledge, skills, and abilities, 

but must make obvious that the direct learning data gathered is used to 

continually improve college and university programs.  This is often referred to in 

AACSB parlance as ñclosing the loop.ò   

  An excellent source of direct information that confirms discipline 

specific learning is the Major Field Test in Business (MFT-B) developed and 

administered by Educational Testing Systems (ETS®).  While the MFT-B is an 

excellent instrument, administrators and faculty are sometimes mystified how to 

review and interpret the test results.  Little has been written about the success (or 

failure) arising from the use of standardized tests for outcomes assessment, and 

there is no prescribed process for moving from viewing results to improving 

academic programs and few examples were in the literature (Mirchandani, 

Lynch, and Hamilton 2001). 
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  This project will briefly describe the MFT-B, discuss some of the direct 

results provided, present a model that allows for meaningful analysis of the 

scores, propose a protocol for reviewing the results, and make suggestions for 

subsequent actions based upon the MFT-B results.   

THE MAJOR FIELD TEST IN BUSINESS  

  The Major Field Test in Business (MFT-B) is designed to assess mastery 

of concepts and principles as well as knowledge expected of students at the 

conclusion of a major in specific subject areas (ETS On-line Webinar 2007).  

Knowledge areas include Accounting, Economics, Management, Quantitative 

Business Analysis, Finance, Marketing, Legal and Social Environment, 

Information Systems, and International Issues.  MFT-B questions are constructed 

and reviewed by committees of experts in each subject area.  The test goes 

beyond measurement of factual knowledge, however, because it also evaluates a 

students' ability to analyze and solve problems, understand relationships, and 

interpret material (ETS Handbook 2007).   

  The MFT-B provides college and departmental administrators with 

important quantitative direct measurements of student learning to assess the 

effectiveness of their programs.  Standardized test scores provide external 

validity and allow an institution to establish a baseline and benchmark against 

national norms (Mirchandani, Lynch, and Hamilton 2001).  The information is 

provided via a number of tables that at times can be difficult to assess 

objectively.   

  ETS® importantly notes that the data should be considered comparative 

rather than normative.  The institutions employing the MFT-B do not 

proportionally represent the various types of higher education institutions (ETS 

Handbook 2007).  Bycio and Allen (2007) recommend that the MFT-B score 

should not be taken at ñface value.ò The meaning of the score is difficult to 

interpret without knowing the SAT profile of the school and the extent of student 

motivation to take the test. This advice is particularly relevant when colleges 

compare their results to one another and against the comprehensive mean scores.  

Relatively small differences in average test scores can translate into large 

differences in school ranking. 

HOW IS THE MFT -B USED? 

  According to ETS®, MFT-B provides institutions with information to 

use in curriculum evaluation, departmental self-study, and end-of-major 

outcomes assessment (ETS Handbook 2007).  Ursuline College used the MFT-B 

in Psychology to identify program and curriculum changes that might enhance 

students' performances and help them to become better prepared applicants in 

the graduate school process (Frazier and Edmonds 2002). The test results are 
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provided, but suggestions for interpretation and application are scarce.   

  The authorôs current institution has administered and accumulated MFT-

B results since early 1993 yet has done little with the results to evaluate 

curriculum, perform department self-studies, and only recently share end-of-

major outcome results to student participants.  At times, the only performance 

reports derived from MFT-B results were delivered to upper level administration 

with no indication of requisite corrections or outstanding accomplishments.  The 

data appeared to be only ñreportedò and not capitalized upon for its intended 

purposes.   

PROPOSED PROTOCOL 

  To accomplish the goals of improved student learning through program 

review, curriculum evaluation, and course design, the authorôs institution 

designed its own customized MFT Analysis Table.  The MFT Analysis Table 

places a great deal of analytical data in a format easy to use and understand.  This 

paper proposes using the MFT Analysis Table as a starting point of an analytical 

protocol leading to the desired goal of improved student learning.    

NEED FOR CHANGE 

  One reason for the general lack of use of test results may be attributed to 

the absence of interest, of understanding, and of a quick interpretive means to 

convert the results into an action plan.  Only recently did faculty in the authorôs 

institution take the opportunity to review the MFT-B questions.  There appeared 

to be no sense of urgency or importance in reviewing the data.  The levels of 

importance and urgency have increased in light of the intense interest from the 

institutionôs stakeholders; not the least of which are the accrediting agencies.   

  ETS® suggests that a college or department may choose to develop its 

own set of tables based upon data accumulated over several periods in order to 

capture trends in performance (ETS® Handbook 2007).  They propose that 

employing local comparative data may be more useful than national data.  

Further, a local data focus allows the evaluators to concentrate on specific 

student segments (i.e., majors).  ETS® also asserts that disaggregated results are 

extremely valuable in planning courses and curriculum.   

THE MFT ANALYSIS TABLE:  EXAMPLE  

  The MFT Analysis Table (Table 1) is constructed from four separate 

tables.  The tables are:   

(1) Individual Students Total Score Distribution presents the mean and 

median scores along with the standard deviation for all students (8,986 in 
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the following example) taking the examination and percentile ranges 

associated with each scaled score. 

(2) Institutional Means Total Score Distribution presents mean distribution 

for all institutions (181 in this example) administering the MFT-B and 

the mean score of the individual institution.  Percentile ranges are also 

included in this table.   

(3) The Institutional Assessment Indicator Mean Score Distributions 

presents the institutionôs mean scores, median scores, and standard 

deviation for each knowledge area and for all institutions participating in 

the exam.  Once again, percentiles for each score are included.   

(4) The Departmental Summary of Assessment Indicators allows each 

department (i.e. major) to review performance of its students in each 

knowledge area.   

Table 1 

 

USING THE MFT ANALYSIS TABLE  

  How did we use the MFT Analysis Table?  The answer to this question 

is, ñPoorly!ò  Our college did not capitalize on the custom designed table.  The 

table was distributed to the faculty during one of our monthly college meetings 

and likely, was never referenced again.  There was the occasional remark from a 

department chair or college dean about the poor scores of certain majors, usually 

directed at the respective faculty.  Professors in some disciplines commented on 

the high scores of students in their major and congratulated themselves on what a 

fine job they had done.  Others searched for the slightest strength of students in 

their own discipline.  We were usually comforted with the knowledge that 

students in our discipline scored at least above the national mean in their major 

area.   

  Some of the faculty shrugged off poor performance as simply a 
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confirmation that the students in one major just do not do well in some other 

content areas.  An example of an explanation was, ñThere are reasons that 

Marketing majors major in Marketing and not in Accounting.  They just do not 

grasp the quantitative end of business.ò  As a counter to that, others said, 

ñAccounting and Finance majors just do not ógetô marketing.  It is just too 

abstract.ò    

  Some faculty members spent time trying to identify realistic explanations 

rather than conjecture for the low scores.  In that vein, there were times when we 

gathered GPA information on the students sitting for the MFT-B.  We might 

observe that one group of students (i.e., students in a particular major) all had 

particularly low GPAs.  Allen and Bycio (1997) determined that GPAs were 

good predictors of MFT-B scores.   

  Receipt of the test results was not producing the desired result of 

improved learning.  Finally, some members of the faculty took a different 

approach to interpreting and employing the MFT-B results.  They did not accept 

that one group of students was more talented than another.  Nor did they accept 

that some concepts were simply beyond students in certain majors.  Those faculty 

members looked at the MFT table as a source of decision improving information 

rather than confirmation of ill-formed expectations.  They studied the MFT table 

in a holistic manner rather than isolating one or two majors.  The discussions 

among these faculty members led to the proposed protocol for reviewing the 

MFT Analysis Table.   

WHY IS A PROTOCOL NECESSARY? 

  Imagine that upon the next visit to a physician, the doctor took your 

temperature and pronounced you fit and well.  Few if any would be confident of 

the completeness of that rapid a diagnosis.  Each of us remembers the steps or 

protocol the physician follows to develop a diagnosis.  I remember my last trip to 

the doctor.  Of course they recorded my weight, blood pressure, pulse rate, and 

temperature before asking about my complaint.  Although it was hard to overlook 

the results of my inattentive contact with razor wire, the health care providers 

went through an exacting protocol.  The physician naturally reviewed the earlier 

test results, looked at my scalp, asked if I lost consciousness, and gently probed 

my head.  It was very apparent that he did not jump to conclusions because he 

followed a protocol for the examination.  Consider the implications if the 

physician failed to follow a protocol.  I may have been allergic to a medication 

prescribed.  There may have been more to the injury than a lacerated scalp, such 

as a concussion.  A high pulse or high blood pressure may have indicated some 

entirely separate condition unrelated to the injury.  Neglecting to identify other 

conditions could have risked the patientôs life or left the physician open to 

subsequent legal action.   
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  No credible faculty member would walk into a situation, look at only one 

piece of evidence and pronounce a complete understanding and knowledge of 

that situation.  It is also highly unlikely that an appropriate solution to a complex 

problem could be identified in such haste.  While visceral reactions may be 

attributed to in-depth knowledge and prior experience, most will be much more 

comfortable and confident in their decisions after an orderly analysis of available 

data.  Only after an orderly analysis can one set a course of action to result in 

improvements.   

  Department chairs and AOL coordinators should be just as fearful of 

making an incorrect diagnosis as the physician treating a patient.  Actions may 

lead to more harm than good for an institution and its stakeholders should the 

chair or coordinator make some hasty diagnosis upon a limited review of the 

studentsô scores.  A step-by-step study of the data will help prevent the incorrect 

diagnosis leading to undesired, costly, futile, and possibly harmful treatment of 

the condition.  Too frequently, no actions at all are taken. 

 

HORIZONTAL ANALYSIS:  LOOK LEFT AND RIGHT  

  The analysis commences with the knowledge areas.  The analyst first 

looks across the rows of the MFT Analysis Table (refer to Table 1).  One first 

observes the average scores for all students taking the MFT-B in each area of 

knowledge (Accounting, Economics, Management, etc.).  The scores represent 

the percentage of questions answered correctly in the particular knowledge area.  

The next column presents the collegeôs averages.  A comparison may be made 

between the national population taking the exam and the college averages.  In 

some colleges the analysis may end at that point, but the comparison may lead a 

department chair or AOL coordinator to some incomplete conclusions.  In Table 

1, we see that in the aggregate, the sample institution scores above the population 

mean in all of the knowledge areas.  While this is may be a cause for celebration, 

there are some weaknesses that will become apparent when the table is examined 

further.   

  The proposed protocol recommends that the analyst looks farther across 

the table to the performance in each knowledge area by every major.  One now 

observes, for example, that although the collegeôs average score in Accounting 

for all its students exceeds the national average, their students in only two majors 

(Accounting and Finance) scored above the national average.  Similar results 

may be observed in other knowledge areas.  Clearly, the collegeôs average scores 

are highly influenced by students in certain majors, particularly Accounting and 

Finance.  Seeing this, evaluators may conclude that the better testing students are 

in those areas and to adjust expectations during these evaluations for the other 

students.   
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  For example, Finance majors scored eight percentage points higher in the 

Accounting area than the national average, and the BCIS majors scored thirteen 

percentage points below the national average.  At the sample college, all students 

had the identical core of courses in areas outside of their majors.  (See Table 2 

for required lower and upper division business courses.)  One might ask, ñHow 

much did the students learn in the required core business courses?ò  This could 

possibly be determined by observing the college average, but the heterogeneity 

across the majors within a knowledge area should be a cause for concern.  Of 

course, Marketing majors are expected to perform better in Marketing, and 

Management majors in Management.  What is perplexing is that Accounting and 

Finance majors perform better óoutsideô of their disciplines than some of the 

other majors perform óinsideô their own.  Take, for example, the Marketing 

knowledge area.  Marketing majors tied with General Business majors for the 

third highest score in the Marketing knowledge area behind Accounting and 

Finance majors.   

Table 2 

Introduction to Business 

Financial Accounting 

Managerial Accounting 

Macroeconomic Principles 

Microeconomic Principles 

Organizational Behavior 

Business and Economic Statistics 

Management Information Systems 

Legal Environment of Business 

Business Ethics 

Operations Management 

Principles of Marketing 

Business Finance 

Strategic Management 

 
 

  There is more cause for disquiet with the heterogeneity outside of the 

majors.  Why should there be such variability across the majors when, for 

example, one Marketing faculty member delivers the Principles of Marketing 

class to over eighty-five percent of the students?  The faculty member is 

knowledgeable of the material and a skilled teacher, yet the marketing scores 

among the majors range from a high of 65% correct to a low of 47% correct.   

  The evidence of heterogeneity could lead to a number of questions and 

seek to identify the source.  Possible questions include:   

ñIs it appropriate to compare major averages to the college average?ò 

ñIs it valid to compare major segments (outside of their major) to each 

other?ò   

ñWhat does it mean, for example, when Accounting or Finance majors score 

better on the Marketing section than Management or BCIS majors?ò   

ñAre students in some majors more intelligent than other majors?ò 

ñDo faculty members in a major field do a better job of integrating the core 

material into the major areas?ò 
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  It may not be appropriate to compare major averages to the college 

average.  The college average may be overly influenced by students in some 

majors.  In our sample, for example, the collegeôs Accounting average will 

certainly be influenced by the Accounting majors and possibly by the Finance 

majors who may or may not take more than just the basic Accounting courses; 

just as the Marketing average is influenced by Marketing majors and the 

Management average is influenced by the Management majors.  One should note 

that Allen and Bycio (1997) reported that Accounting and Finance majors 

consistently scored higher on the MFT-B than other majors.  Their findings were 

confirmed in a subsequent study (Bycio and Allen 2007).  Perhaps the influence 

of knowledge area majors should be removed from the collegeôs averages.   

  Table 3 presents the collegeôs mean scores with the influence of majors 

removed from the knowledge areas (e.g., Marketing majors are removed from the 

marketing score and so forth).  It is now seen that the collegeôs revised mean in 

Accounting, for example, is now below the national average.  The same is 

observed in Finance.  The Finance area average would be even lower if the effect 

of Accounting majors were removed.  The optimum analysis would also revise 

the national means with the exclusion of the same majors, however, the data is 

unavailable to make this adjustment.   

Table 3 Adjusted 

 

  One area that should be examined is the role of the core courses.  The 

real question that should be addressed is, ñDo the core courses provide sufficient 

breadth and depth of coverage?ò  If the analyst were to look only at the collegeôs 

average, the conclusion would be that the core business courses that all students 

take are sufficient.  But, when examined individually, the conclusion is not 

nearly so clear.  Perhaps there is more to the studentsô performances than just the 

core courses.  There may be other determinants of MFT-B performance.  Some 

possible questions that should be addressed are:  

ñIs there a relationship between the temporal distance between the core 

course and when the MFT-B was administered?ò   

ñHow closely is the core course material matched to the MFT-B material?ò 
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  The comparison across the majors should provide an indication of the 

validity of core courses.  The department chair or AOL coordinator should look 

for indicators of substandard performance within each major.  If most or all 

majors have low scores in a particular area then it could be assumed that the fault 

lies within the realm of the core course.  That realm includes the instructor, the 

text, the exercises, and the projects.  If only one or two disciplines score poorly, 

the reason is probably not linked to the core course.  An explanation for weak 

score performance in a discipline might be best explained by a vertical analysis 

of The MFT Analysis Table.   

VERTICAL ANALYSIS:  LOOK UP AND DOWN  

  While the horizontal analysis examined how each area of knowledge was 

absorbed, retained, and applied by students in each major area, the vertical 

analysis examines how each major absorbed, retained, and applied each area of 

knowledge.  Horizontal analysis seems to evaluate the performance of the core 

courses in delivering the requisite material.  The vertical analysis appears to 

evaluate to what extent the core materials and concepts are integrated and 

reinforced by the major specific courses and possibly the overall caliber of 

students associated with each major.  This analysis requires the department chair 

or AOL coordinator to review the performance of students in the major in both 

the majorôs area of knowledge, but also performance in the other knowledge 

areas.   

  A place to start the vertical analysis is with the difference between major 

averages in each knowledge area with the population averages.  When the 

averages are below the population averages, the department chair or AOL 

coordinator should strive to identify the source of the deficiency.  One source of 

deficiency could be the result of the absence of reinforcement of knowledge 

concepts outside of the boundaries of the major area.  For example, courses and 

faculty in Management Information Systems may not integrate Marketing 

concepts into MIS courses.  Or, MIS courses or faculty may choose, either 

consciously or unconsciously, to deemphasize the relevance or benefit of 

knowledge areas outside of that specific discipline.   

  There may be a tendency to concentrate on correcting deficiencies and 

ignore majors that possess above population average scores.  A great deal may be 

learned from majors that have above average scores in knowledge areas outside 

of their particular discipline.  The curriculum in those disciplines should be 

examined to determine if the high scores were the result of integrating concepts 

of other disciplines.  If this were the case, those major areas with deficient 

performance could learn how to incorporate and reinforce knowledge into major 

specific courses.  If there is no evidence of this incorporation or reinforcement, 

then perhaps one might conclude that students in certain majors retained 

knowledge presented in the core courses better than others.   
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COURSE OF ACTION 

  It is strongly recommended that when studying college averages, 

department chairs and AOL coordinators use revised means like those found in 

Table 3.  The influences of majors are removed from the average per knowledge 

area and thus the averages give a truer representation of the studentsô 

performances outside of their majors.   

  If all majors score poorly in one knowledge area, the department chair or 

AOL coordinator must assume that the core course is insufficient to prepare 

students to perform well on the MFT-B and by extension, the students would be 

expected to perform poorly upon graduation in that area.  Remember that the 

MFT-B content is developed by experienced faculty across the nation (ETS® 

Handbook 2007) so the exam items should be considered pertinent to 

contemporary business.   

  When performance across the majors is poor within a knowledge area, 

then drastic action may be required.  Such action might include changes in 

prerequisites, reassignment of courses among faculty members, changing 

minimum grade requirements in prerequisites, or changing the minimum 

professional core grade requirements to continue (e.g. do not accept grades of D 

to graduate).  There seems to be no logic for a student who, for example, made a 

ñDò in Finance to perform well on the Finance questions of the MFT-B.   

  Restricting the section size is another possible action for improving core 

course performance.  It seems consistent to believe that smaller section sizes lead 

to more individual attention and greater in-class participation leads to more 

comprehension and deeper learning.  Smaller sections might be a luxury in some 

colleges, but colleges must remember that they are not just pursuing MFT-B 

scores but measurable results.  The MFT-B scores are valid and reliable 

indicators of studentsô retention and use of business concepts and processes.  If 

the MFT-B performance is poor, the natural assumption is that student 

performance upon graduation will suffer.   

  Next is the identification of problem areas or concepts encountered by 

students in a particular major.  After removing the effect of the majors and then 

identifying weaknesses within a major by comparing major scores to college 

averages and national averages, the department chair or AOL coordinator are 

prepared to move forward to the next process of identifying causes.  This 

identification could begin from analysis of The MFT Analysis Table and 

supplemented by an individual item analysis.  Once particular areas or concepts 

are noted, plans may be put into place that reinforce those neglected or 

misunderstood.  Using marketing students, for example, if it is determined that 

they lack the requisite knowledge in ratio analysis, then exercises may be put into 

place in marketing courses to incorporate ratio analysis.   
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  Unfortunately, once those deficiencies are recognized and their specific 

sources identified, some faculty may maintain that it is not their job to re-teach 

material that was presented by other discipline areas.  That, in fact, the original 

instructors should have done a better job of teaching the material and making it 

clear just how important the concepts would be in subsequent courses.  The 

department chair and AOL coordinators have the responsibility to convince 

faculty that if the previously presented concepts are necessary for success in a 

course, then the concepts merit at least some attention and perhaps re-teaching.   

  Faculty must occasionally refresh their own knowledge of the problem 

area materials to be reinforced.  Given the nature of the MFT-B questions, one 

would expect that the re-learning efforts would require minimal effort.  This is 

especially true considering that almost all business faculty have MBAs which 

should indicate some degree of mastery of all business areas.   

  Faculty within disciplines must collaborate on exactly where and how 

weak concepts are to be reinforced.  An excellent way to accomplish this is to 

take the list of topics assessed on the MFT-B and map exactly where the concepts 

are addressed in the core courses.  Faculty must then determine where in each 

discipline the concepts should be reinforced.  Each department must have its own 

plan to assist students in overcoming knowledge area deficiencies.  The AOL 

coordinator must coordinate among the departments to insure adequate coverage 

and reinforcement.   

ADDITIONAL ACTIONS  

  The authorôs institution engages in several activities to promote MFT-B 

success beyond course based actions.  One of the actions is to offer students 

access to MFT-B reviews.  This is accomplished thought web based reviews.  

The reviews are specific to the core courses but not intentionally built to only 

MFT-B items.  ETS® provides a basic outline of test content.   Many of these 

actions are also proposed by Mirchandani, Lynch, and Hamilton (2001). 

  Although much of the earlier discussion focused on correcting 

deficiencies, department chairs and AOL coordinators must also give attention to 

where high scores were identified.  Granted, some of the high (and low) scores 

could be traced back to certain majors (Allen and Bycio 1997) yet it is highly 

likely that some high performing students could trace their performances back to 

how the materials were delivered.  The department chair and AOL coordinator 

should investigate just how successful faculty extract high performances from 

their students and share that knowledge. 
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WEAKNESSES OF THE MFT ANALYSIS TABLE  

  One of the weaknesses associated with the MFT Analysis Table is the 

absence of percentile data presented in the Individual Score Distribution, the 

Institutional Means Total Score Distribution, and the Institutional Assessment 

Indicator Mean Score Distribution Tables.  With percentile data, it is easier for 

the analyst to determine how his or her institution and majors score relative to the 

national average.  For example, in Table 3, General Business majors answer 47% 

of the Accounting questions correctly which is only four percentage points less 

than the national mean.  Although the four percentage point difference appears 

slight, when reviewed using the Institutional Assessment Indicator Mean Score 

Distribution table, we now learn that the General Business students only scored 

higher than 20% of those taking the examination.   

  Another weakness of the table is that it only gives us a snapshot in time.  

It is heartily recommended that department chairs and AOL coordinators refrain 

from acting on the results of only one administration of the MFT-B.  As ETS® 

recommends (ETS® Handbook 2007), the MFT-B results should be used to 

establish a baseline of performance.  This baseline grants the institution a starting 

point for analysis and subsequent exam scores provide decision makers with 

more meaningful trend data.   

CONCLUSION  

  Why should an institution, spend time, energy, and resources to gather 

data that is only compiled to fulfill a requirement or only superficially reviewed, 

but is not constructively used to bring about the desired ultimate results?  

Stakeholders require that institutions provide assurance of learning.  In addition, 

accreditation bodies expect their members to use direct measures of learning to 

verify that learning occurs.  In order to complete the necessary comprehensive 

review of the MFT-B exam results, an analytical protocol must be employed to 

ensure optimum understanding of the exam data results in a course of action that 

ultimately leads to improved student learning.   

  The protocol presented in this paper is a streamlined tool for efficient and 

perceptive analysis of the MFT-B results.  This systematic protocol will aid 

institutions in identifying strengths and weaknesses by majors, in knowledge 

areas, and even to the point of individual items.  Once strengths and weaknesses 

have been analyzed and identified, the institutions can then more readily progress 

to the stage of actually improving student learning.  Finally, the goal here is not 

only the comprehension of the data, but rather, the action that leads to the goal of 

the exercise which is improved student learning.   
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ABSTRACT:  This paper aims to study the possible relationship between gender 

and the propensity for ethical behavior. A number of evidence from the literature 

would appear to suggest that all else being equal women are more inclined to act 

ethically as opposed to the men. This type of behavior, it is suggested, will have a 

favorable impact on a corporationôs bottom line.  Although no empirical data was 

gathered to support the hypothesis the authors would like to suggest a positive 

relationship between female employees and the tendency to behave in an ethical 

manner and it is propounded that this in turn will have a favorable impact on the 

corporationôs bottomline as measured by all the standard indicators. 

 

INTRODUCTION  

 

               Gender differences have always existed in societies all over the world: men 

and women have different values and ethical views. Women are noted to show more 

concern for others, are selfless and desire unity while men on the other hand are 

more concerned with their self expansion and self assertion. England and Lee 

(1973) found that ethics and associated values influence not only managerial 

behavior but also managerial success. The general hypothesis of gender 

socialization theory is that gender differences in ethical variables will exist whether 

individuals are employed full time or lacking full time employment experience. This 

hypothesis was investigated by Mason and Mudrack (1996) using questionnaire 

responses from a sample of 308 individuals. Analysis of variance and hierarchical 

regression yielded unexpected results. Although no significant gender differences 

emerged in individuals lacking full time employment, significant differences existed 

between employed men and women, with the latter appearing to be more ethical. 

The conclusion therefore was that men are expected to respond in a less ethical 

fashion than women because of the more communal values into which women are 

socialized. 

 

LITERATURE REVIEW  

 

 Research, in past few recent decades, focused on ethical decision making 

dilemmas tends to suggest that when confronted with such situations, the 

alternatives that good willed individuals may choose will depend in large part on the 

ethical perspective that they use to frame the ethical dilemmas confronting them. 
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Gilligan (1982) believed that differences in ethic perspectives were related to the 

gender of the decision makers, namely that men and women follow different but 

parallel paths of moral development that led them to make their ethical choices 

based on different ethical criteria.  

 

 According to Gilligan some people base ethical decisions on principles of 

justice, equality, impartiality, and rights. This is the justice perspective. But others 

base their decisions on a care perspective, which refers to the idea of the need to 

preserve relationships and minimize hurt taking precedence over considerations of 

justice and rights. The care perspective places special significance on attachment 

and compassion. Gilligan (1982) believed that the moral injunction not to act 

unfairly toward others, and not to turn away from someone in need, captured these 

different concerns.  

 

 To explain how two or more separate perspectives can exist in parallel, 

Gilligan  used the analogy of an ambiguous figure, well-known phenomenon of 

visual perception. When looking at a drawing, one viewer may see a vase, for 

example, while another sees two faces in profile, but it is virtually impossible to see 

both views at the same time. Eventually, Gilligan noted, an observer will probably 

be able to see both the vase and the faces, but in general, one view will still remain 

more compelling. Similarly, individuals tend to make their ethical choices based on 

one or the other ethical perspectives, even if they are aware of both possibilities.  

Gilligan developed her theories about differences in ethical perspective in response 

to another psychologist Kohlberg (1969) whose early findings suggested that men 

more often reached the higher levels of moral development than women. Her 

research, then, posed challenges not only for other researchers interested in moral 

development, but also for social scientists exploring the differences between men 

and women.  

 

 Kohlberg postulated that there were three levels of moral maturity. At the 

earliest and least mature level, children typically define right and wrong in terms of 

what authority figures tell them is right and wrong, or in terms of what results in 

reward or punishment.  

 

 The second level is typical of adolescents who tend to base right and wrong 

on loyalties to their family and friends. The third and most mature level is achieved 

when a person comes to rely on universal and abstract ethical principles, such as the 

principles of justice or equality, that impartially take into account the interests of all 

persons.  

 

 Gilligan (1982) suggested that women tend to be more concerned than men 

with maintaining good relationships with their family and friends, and with 

minimizing hurt to those whom they care about, in common with the second level of 

moral maturity propounded by Kohlberg (1969). Men on the other hand were said 

to be more likely to look at moral issues from the standpoint of impartial and 
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impersonal principles, characteristic of the third and most mature level. By 

implication then women appear according to the standards developed by Kohlberg 

to reach the third and most mature level much less frequently than men and 

therefore to be less morally developed than men.  

 

 Gilligan challenged this interpretation. The problem she claimed was not 

women per se but the theory of moral development that Kohlberg worked out. 

Kohlberg  theory canonized the justice perspective favored by males because he and 

most of his subjects were male. Gilliganôs research on women revealed however 

that a care perspective could also be a morally mature stage of moral reasoning but 

one that was more favored by females. Her research showed that women more than 

men viewed themselves as part of a network of relationships and felt that sustaining 

these relationships is a moral imperative. Central to this "female ethic" were notions 

of care and responsibility for others. By contrast, the "male ethic" of the Kohlberg 

(1969) third level was one based on abstract impersonal principles.  

 

 Gilligan argued that for most women progress toward moral maturity was 

marked by changes in the focus of caring and not by the development of the abstract 

impersonal principles that Kohlberg proposed.  

 

 In the care perspective the earliest level of moral development Gilligan 

claimed as one marked by a concern with caring only for oneself. At the second 

level, others became the focus of caring. At the third level of moral development, 

the morally mature person achieved a balance between caring for others and caring 

for oneself.  

 

 Gilligan noted that progress from stage to stage was motivated, in part, by 

the individual's increasing understanding of human relationships, and, in part, by the 

attempt to maintain one's own integrity and care for one's self without neglecting 

others. Throughout this process, women regard themselves as selves-in-relation.  

 

 Meanwhile at the highest level of moral development, philosophers Meyers 

and Kittay (1987) observed how the care perspective embraced a morality of 

nonviolence that led to a universal condemnation of exploitation and hurt.  

 

 Gilligan admitted however that both perspectives were not only valid but 

were in fact complementary. She argued that a shift in the focus of attention from 

concerns about justice to concerns about care changes the definition of what 

constitutes a moral problem, and leads the same situation to be seen in different 

ways.  She noted that theoretically, the distinction between justice and care cuts 

across the familiar divisions between thinking and feeling, egoism and altruism, 

theoretical and practical reasoning. It calls attention to the fact that all human 

relationships, public and private, can be characterized both in terms of equality and 

in terms of attachment, and that both inequality and detachment constitute grounds 

for moral concern.  
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 The psychological frame provided by Gilligan enables us to understand the 

psychology of the gender gap. By defining a distinctly different mode of moral 

reasoning, she allows us to rethink the male notion of patriotic sacrifice, and the 

notion of the 'other' as enemy. This may help to explain why men are willing to 

sacrifice their lives in battle, while women are willing to sacrifice themselves to 

preserve the lives of their children.  

 

 Gilliganôs (1982) notions about parallel moral perspectives, a relatively 

recent development in the field of ethics, have already sparked lively debate and 

considerable reflection on old ways of thinking about moral development. 

 

RESEARCH METHODOLOGY  

 

            We have studied some of the prior research in this area and reviewed the 

literature.  In addition we have also looked at a number of women CEOs and noted 

their courage to take risks and become whistle blowers in their respective 

organizations even at the expense of losing their jobs.  We also have interviewed a 

number of CEOôs to see what their take in this issue is. 

 

GENDER AND WORKPLACE ETHICS  

 

             Given the earlier introduction about the relationships between gender and 

ethical responses, the following question is pertinent, óHas gender played a role in 

exposing the recent scandals in high-profile corporationsô? As observed by both 

Smith (2002) and Chiang (2002), prominent female whistleblowers like Sherron 

Watkins of Enron, Coleen Rowley and Sibel Edmonds of the FBI were all willing to 

tell secrets that uncovered scandal. As women have risen beyond the glass ceiling 

and gained positions of power in corporate America and government agencies, they 

have also been exposed to extraordinary information that they would not have had 

access to in the past. In response to recent current events in which women have 

catalyzed the exposure of scandal, some people believe that women as a group take 

action against impropriety with a stronger ethical and moral sense of values than 

men do.  

 

              A number of CEOs being interviewed observed that women have changed 

the ethics of the workplace a great deal.  It seems that women, as opposed to men, 

usually ask advice of a large number of people before they make a decision. They 

make their decisions in a much larger context than men do. As a result, they tend to 

see the implications of their decisions more clearly.  One male CEO observed that 

his male colleagues tend to consider the direct results of their choices, like whether 

they will make money or get caught in a questionable situation.  He does not believe 

that women make their decisions that way.  
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              Smith(2002) describes how Sherron Watkins, a vice president at Enron, 

sent her boss a memo in August 2000, weeks before the energy firm's collapse, 

warning then CEO Jeffrey Skilling that shaky accounting practices could topple the 

company. Her memo listed specific details of the crooked accounting and 

management habits that later were shown to be part of an even wider net of 

corporate wrongdoing.  

 

             Smith (2002) also describes the action of the two FBI whistleblowers Agent 

Rowley and translator Sibel Edmonds. The former who wrote a letter to a couple of 

United States senators and a congressional committee staff that called the FBI a 

place that had "a climate of fear." Agent Rowley wanted to make sure she got her 

point across. So the memo she fired off to FBI chief Robert Mueller meticulously 

detailed the flaws and missteps that were crippling the agency an indictment 

earnestly punctuated by 15 exclamation marks. Rowley even included names of 

officials she saw ignoring warnings of suspected terrorist activities before the 

September 11 attacks occurred.   

 

            Meanwhile Sibel Edmonds who was hired to translate taped information 

from a Middle Eastern organization found out and revealed that one of her linguist 

colleagues belonged to the very Middle Eastern group that they were supposed to be 

investigating for counter intelligence agents.  

 

 Are all of these cases discussed earlier above merely coincidental? No, say 

the legal experts and those whom we interviewed.  

              

 Women may like to think they're more honest and ethical than their male 

counterparts, but the answer is more complicated especially since, until recently, 

most whistle-blowers have been men. Morals may be important, sociologists say, 

but so are the changing dynamics of the corporate power structure.  

             

 Women have moved up in the management ranks, but they remain 

"outsiders" to the inner circle of power. With less to lose, they are more likely to 

stick to their values and less inclined to go along with any management moves that 

are ethically or legally suspect, scholars say. If you're not one of the good old boys 

to begin with this makes it easier when you see something flat out wrong to raise the 

alarm.  

               

 As noted by Chiang (2002) lawyer Cynthia Ossias knew that she was 

risking her job when she leaked a briefcase full of confidential documents to 

Sacramento lawmakers, leading to the downfall of her boss, Insurance 

Commissioner Quackenbush. The former rationalized her whistle blowing actions 

by saying that everybody has to decide for themselves what they have to lose and 

what the line is.   

 

 



Quigley and Mohamad 

51 
 

NEW OPPORTUNITIES FOR POWER 

 

             Some observers argue that the fact that women are stepping forward more 

often reflects their increased leverage in the workforce. They have more job options 

and more opportunities than they used to have so they don't have to knuckle under 

when some supervisor tells them to do something unethical.  

 

              Women are still relative newcomers to the corporate setting, and fairly few 

have made it to top executive positions. Among the Fortune 500 companies, they 

account for only 12.5 percent of corporate officers, according to a 2000 study by 

Catalyst, a New York research group seeking to advance women in business.  

On the other hand, while women are underrepresented in executive positions, a 

growing number are reaching middle management giving them enough authority to 

challenge their bosses on ethical or legal slips.  

 

 Women currently account for about 45 percent of the nation's managers, 

executives and administrators, compared with 32 percent in 1983, according to 

recent figures released in August 2008 by the Monthly Labor Review published by 

the U.S. Department of Labor Statistics.  

 

ETHICAL OUTSIDERS  

 

 Over the years, whistle-blowers have tended to be men in middle-

management positions, sandwiched between external pressure to meet performance 

goals and internal pressure to make ethical decisions. They typically have a very 

strong sense of right and wrong that overrides more practical considerations for 

most people said. At some point, their personal values clash with the company 

practices, and they are forced to make a choice.  

  

 Whistle-blowers are often considered courageous, even heroic. But it wasn't 

long ago that they bore the sleazy image as snitches, the inmate with the long rap 

sheet who finks on his cellmate to get a lighter sentence. Even now, some whistle-

blowers are driven by the less-than-noble motivation of revenge. But that image has 

softened, thanks in part to films like "The Insider," which dramatized the troubling 

saga of a former tobacco industry scientist who blew the whistle on his bosses.  

As mentioned by Smith (2002) high-profile whistle-blowers are now headline news. 

Agent Rowley's appearance before the Senate was a major media event. In the 

Oracle debacle, Debbie Leibrock, chief of the technology investment review unit for 

the state Department of Finance, was one of several women managers who testified 

that they had raised concerns about the shaky deal. However Leibrock herself said 

she did not consider herself a whistle-blower feeling that all she did to be the normal 

course of her job.  
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 A more recent instance as reported by the National Public Radio (NPR) in 

October 2008 involved one Ms. Joyce Melina who was hired in late 1990s to run 

Maxwell Manor Facility on the south side of Chicago.  This facility for patients with 

mental illness had over 200 residents, of whom 95% were African Americans.  Ms. 

Melina, a white American witnessed all kinds of unethical behavior such as 

repetitive rapes of some patients by other patients and by some staff members, 

constant fist fights and mistreatments of patients by staff, force feeding them drugs, 

amongst other things; as well as a run-down building full of cockroaches and huge 

rats. She kept reporting the situation to her supervisors and other authorities week 

after week and month after month without any corrective action being taken.  She 

kept hearing from her supervisors that there was not much that could be done and 

that it was the culture of the organization to be the way it was.  In the end she 

decided to blow the whistle and she lost her job as a result. As a consequence of her 

whistle blowing activity the facility was closed down, and 1.5 million dollars just 

involving medication fraud came to light.  To date however, she has not been able to 

find another job because of her reputation as a whistle blower. So sometimes 

whistle blowing will have very serious consequences for women as well. (National 

Public Radio ñNPRò interview of Dick Gordon with Ms. Joyce Melina on Oct.9, 

2008).  

 

ETHICAL DILEMMAS  

 

 Meanwhile Chiang (2002) writing about whistleblower Ossias noted that 

she on the other hand, had some sleepless nights as she weighed the risks of leaking 

documents. Ossias said she had felt like a "sneak" when she secretly photocopied 

the documents after work hours. Disenchanted with the idea of going into 

management, she had already stopped applying for promotions. "I knew under 

Quackenbush there wasn't a chance in hell that I would get promoted," she said.  

Other people in her department knew Quackenbush had coerced insurance 

companies into paying $12 million to two nonprofit foundations he created. In 

exchange, the insurers avoided paying hefty fines for improperly handling 

policyholder claims after the 1994 Northridge earthquake. But Ossias was the one 

who leaked four large files of documents to state lawmakers.  

  

 Whistle-blowers inevitably face repercussions, legal experts say, whether it 

is hostile looks from colleagues or being shunted off to a back office with few if any 

responsibilities.  

 

 Meanwhile Rowley, the FBI agent had reportedly expressed concern about 

reprisals, and requested FBI chief Mueller, for whistle-blower protection. Although 

Mueller had stated publicly that Rowley won't lose her job, there is no guarantee the 

agency's inner circle won't exact some sort of professional punishment, however 

subtle. For women then, there is no mutual protection of your buddies. As opposed 

to some strong loyalty to some group, all they have are their values.  
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GENDER VERSUS IMPACT ON BOTTOM LINE  

 

 Making better use of womenôs skills is not just a matter of fairness. Plenty 

of studies suggest that it is good for business, too. Women account for only 7% of 

directors on the worldôs corporate boards 15% in America, but less than 1% in 

Japan. Yet a 2000 study by Catalyst, a consultancy, found that American companies 

with more women in senior management jobs earned a higher return on equity than 

those with fewer women at the top. This might be because mixed teams of men and 

women are better than single sex groups at solving problems and spotting external 

threats. Other studies have also suggested that women are often better than men at 

building teams and communicating. Despite their gains, women remain perhaps the 

worldôs most under-utilized resource. Many are still excluded from paid work; 

many do not make best use of their skills. Take Japan, where only 57% of women 

work, as against 65% in America. Greater participation by women in the labor 

market could help offset the effects of an ageing, shrinking population and hence 

support growth. It is reckoned that if Japan raised the share of working women to 

American levels, it would boost annual growth by 0.3 percentage points over 20 

years. The same argument applies to continental Europe. Less than 50% of Italian 

women and only 55-60% of German and French women have paid jobs. It has been 

pointed out that among women aged 25-29 the participation rate in the EU i.e. the 

proportion of women who are in jobs or looking for work is the same as in America. 

Among 55 to 59 year olds it is only 50% well below Americaôs 66%. Over time, 

female employment in Europe will surely rise, to the benefit of its economies. 

 

 The increase in female labor force is also said to have an effect on 

organizational ethics since individual differences affects ethical decision making. 

Glover et al (2002) conducted a study on gender differences in ethical decision 

making by examining the hypothesis that ñwomen will be more likely than men to 

favor ethical over unethical (economic) decision choices, regardless of the moral 

intensity of the situation. Glover et al (2002) also predicted that low self-monitors 

and high private self-conscious individuals would make the most ethical choice and 

would moderate the relationship between individual values and the ethical choice." 

The three demographic values used were age, gender and the number of years of 

employment. The results of the study indicated female respondents showed higher 

workplace value scores on achievement, concern for others and honesty/integrity. 

Honesty and integrity was the highest value rating for female respondents while 

male respondents showed a higher workplace value score on fairness. 

 

 It is instructional at this juncture to reflect on the experiences of Xerox 

CEO Anne Mulcahy who was  listed at one time as the second most powerful 

woman on the list of the 50 most powerful women by non other than Fortune 

Magazine. Winkler (2005) writes that Mulcahy was made CEO of Xerox after an 

accounting scandal was detected in the company. Earlier, Xerox fired CEO Richard 

Thoman, charged with accounting fraud and Mulcahy was promoted to Chief 

Operating Officer. Later, acting CEO Paul Allaire was also charged with accounting 
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fraud. Winkler (2005) notes that Mulcahy was then left on her own to run the 

company. Her first challenge as a leader was to persuade Xerox employees to stay. 

She then increased spending on research and development and focused mainly on 

productivity. Winkler (2005) states that despite Mulcahy best efforts to improve the 

conditions in the company, the problems were beyond measure. The SEC 

announced on June 29, 2000 to investigate Xerox Mexican operations and the media 

used this opportunity to downgrade the company. Since Mulcahy believed in 

transparency, she told analysts on October 3, 2000 about the unsustainability of the 

companyôs business model. The situation worsened, and in January 2001, word got 

out that an assistant treasurer had been fired six months earlier for telling his 

superiors that, ñaccounting irregularities permeated the company, contradicting 

managementôs previous assertions that the problems were confined to its Mexican 

operations.ò Xerox announced four months later it was restarting three years of 

financials. According to Winkler (2005) Mulcahy was then offered the CEO 

position in late July 2001. The company has realized major improvements since 

then, with Xeroxôs debt halved, the doubling of equity and its cost savings program 

adding $3 billion to the bottom line. Mulcahy focused on productivity and customer 

satisfaction to increase earnings growth earning her admiration in the media for her 

efforts to revive Xerox. 

 

FUTURE TRENDS 

 

 As more women gain positions of authority and power in business, they 

will have increased opportunities and responsibilities to act ethically and to uphold 

integrity. The notion that the act of whistle-blowing and gender are related is 

certainly controversial. Many would argue that gender has nothing to do with ethics, 

and that the fact that it has been women who have uncovered the secrets in the cases 

referred to earlier is simply coincidental. Others suggest   that women inherently 

have a keener sense of integrity and longer-term vision than men do. While no sane 

and reasonable person would suggest that men as a gender-group are more prone to 

act unethically, some researchers are suggesting that women as a gender-group are 

more likely to consider the larger contexts of their decisions and their businesses 

influences than men are. With more women working in the top ranks of high-profile 

companies, more women will have the chance to observe and react to questions of 

business communication and ethics. Since the top levels of corporate America and 

government are still very much dominated by men, some fear that bad press about 

women as whistle-blowers may foster a negative perception of women in positions 

of top management. Some people are concerned that women in the workplace will 

experience a backlash against promotion because some men may find themselves 

uncomfortable sharing their networks with women. Hopefully, both men and 

women in tomorrow's businesses will work to shape business standards that create 

an ethical environment for both genders.  
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CONCLUSIONS 

 

 In conclusion therefore we found that there are a number of reasons 

explaining why it is that women seem to be less tolerant of unethical behavior.  

Amongst them are the following: 

 

Å Women have less to lose since they often retain an outsider status that 

allows them to follow their ethics without feeling they are betraying the team, 

experts say. Those people have a major disadvantage in the organization, but they're 

also less subject to the social pressures of the group. Studies have found that men 

with spotless ethics are nonetheless reluctant to turn in colleagues who have 

sexually harassed female employees. That not-quite-fitting-in frees women to make 

moral decisions that people who are locked into a network have a hard time making. 

Without a corporate clique to protect them, women often play by the official, rather 

than the informal, rules.  

   

Å Women being more recent occupiers of top management positions are 

being encouraged to speak out freely and they are made to feel that there are plenty 

of promotional opportunities for them. Should they therefore lose their jobs due to 

not reporting unethical behavior via whistle blowing? Of course in some instances 

as seen earlier this does not hold true (refer Ms. Joyce Melina above) 

 

Å Women in management positions are perceived (based on interviews with 

male CEOs) to be able to get away much more easily than their male counterparts. 

As a result they can be more courageous because their male counterparts are 

intimidated to challenge them in case they are accused of being sexist and 

discriminatory against women.   

 

LIMITATIONS  

 

 All the previous empirical studies reviewed had a major flaw and that is the 

respondents are being asked questions about ethical issues and how they would 

behave in certain compromising situations. Most people even if behaving 

unethically themselves, do not want to confide to the interviewers even 

anonymously, that they behave unethically.  In other words, not only are the 

responses misleading but at times downright lies.  In our paper we decided to 

observe the actual behavior of some women in management and leadership 

positions and try to come out with some conclusions from our observations. 

 

FUTURE RESEARCH 

 

 Since this paper focused solely on gender as an influence on ethical 

attitudes, it is also recommended that additional research be conducted to isolate 

other factors such as women/men demographic, personal, situational, etc. that may 

contribute to a personôs ethical attitudes. 
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ABSTRACT:  The vast majority of MBA programs share a curriculum that has 

been in place for decades. With a few notable exceptions, most MBA programs are 

virtually identical as to required courses; a condition typical of ñmatureò industries. 

If one could start fresh, it is not at all clear that the conventional programs would be 

adequate for todayôs business world in light of the enormous changes in the global 

economy and in information technology. In this article, a set of design principles is 

established based in part on the alleged shortcomings of contemporary MBA 

programs. These principles then guide the design parameters of the new MBA 

program. Key to an effective design is a foundational framework. In our proposal, 

we employ a knowledge hierarchy of ñKnow whatò, ñKnow howò, ñKnow whyò, 

and ñCare why.ò We then develop several implications for MBA design as well as 

for program assessment, faculty hiring and evaluation, and Business School 

leadership. Finally, suggestions are offered on how the conventional curriculum can 

be changed. The de novo approach raises some new challenges to the conventional 

wisdom about graduate business education. 

  

INTRODUCTION  

 

 MBA programs have been around for approximately a century. Doubtless, 

even then there were critics of such programs. The Association to Advance 

Collegiate Schools of Business (AACSB) defended the value of management 

education (including the MBA degree) in response to critics who questioned the 

contribution of Business Schools (B-Schools) to society (AACSB, 2005). A recent 

paper by Novarro (2008) suggested that the tide of concern has not abated. In that 

study, it was determined that leading MBA programs continued to lack adequate 

coverage of soft-skills, globalization, information technology, and corporate social 

responsibility (Navarro, 2008, p.108). For several years critics in academia and in 

business have attacked the MBA as inadequate or irrelevant (Mintzberg, 2004; 

Peters, 2003). Most particularly, the skills of recent graduates have been cited as a 

problem that employers must address themselves. A disconnect exists between what 

MBAôs offer and what employers need, (Gupta, Saunders and Smith, 2007, p. 310). 

Some critics even go so far as to call for a revolution in graduate business education 

and corresponding changes to the way faculty are trained and evaluated. 

Additionally, a cursory review of American programs suggests a great similarity in 

missions, curricula, and competences. Such a condition is symptomatic of a mature 

industry, which seems to accurately define the state of higher business education. 

The major accreditation body for business programs has urged schools to define 

themselves through development of a mission statement and to experiment in 
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program design and delivery mechanisms. According to Dumas, Blodgett, Carlson, 

Pant, and Venka, (2000), [Business Schools] are changing their curriculum to 

promote cross disciplinary integration and skill development (p. 229). In addition, 

globalization has raised an issue as to the universality of U.S. based programs in 

business. MBA programs that promote and offer specializations are one way of 

building in flexibility and adaptability to program content. 

 

 The fact that MBA with specialization benefited more, suggests that faculty 

and program directors may want to expand these areas of emphasis by offering 

more electives including more hands on interaction between students and businesses 

and more frequent networking and mentorship opportunities. (Richards-Wilson and 

Galloway, 2006, p.96) 

 

 Cultural pluralism coupled with the pervasiveness of telecommunications 

permits new competitive challenges to appear, undermining the hegemony of 

American programs. The time is therefore right for a fresh look at the MBA and 

teaching methodology. 

 

A KNOWLEDGE HIERARCHY  

 

 Before we can develop any new core curriculum, we must have an 

organizing framework in mind. We have chosen a popular knowledge hierarchy 

(Quinn et al, 1996) that was designed with business education in mind. Knowledge 

can be thought of as four levels from the most basic where definitions and terms 

dominate to the highest where new concepts are born. The four levels are as 

follows: 

 
Level One Know what Concepts, definitions, fundamentals     

Level Two Know how Relationship of concepts to one 

another, financial analysis, projects 

and presentation skills 

Level Three Know why Abstraction of concepts and 

relationships of ideas in complexity 

Level Four Care why Integration of multiple concepts, 

interlinking processes and heightened 

awareness, capacity for presence and 

dialogue 

 Figure 1 

 

 Level One ï ñKnow whatò.  This is most fundamental level and is largely 

comprised of terms and definitions.  For example, using as our example ñmarketing 

segmentationò, Level One would be attained by a student when he or she could 

accurately define the concept and differentiate it from other related ideas such as 

ñmarket penetration.ò Level One asks the question: ñWhat is this?ò 
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 Level Two ï ñKnow howò. Level Two builds on the foundation of Level 

One and is the level where skills can be found. Know how in the context of business 

education could include team-building, presentations, or financial analysis. Clearly 

analysis cannot be done without a firm grasp of terms and concepts, all Level One 

forms of knowledge. Using our marketing example, marketing segmentation at this 

level could involve the various ways markets can be segmented such as by 

demographics, geography, lifestyle, etc. How one chooses to segment the market 

can be the difference between obtaining useful information or not as well as how 

effective oneôs marketing communications are. 

 

 Level Three -- ñKnow whyò. Beyond Level Two is the systems view of 

Senge (1990).  Understanding how things work and why phenomena occur, is the 

key condition for predicting the future as well as for intervening for positive change. 

Forecasting plays a critical role in planning. Understanding correlates or causal 

influences on key outcomes is vital to effective decision making.  Evaluating the 

intention versus the impact of decisions and ethical dilemmas involves an 

understanding of systems thinking. Returning to our example, appreciating how 

consumer behavior differs by market segment is clearly key in forming effective 

and efficient marketing programs for any organization. Know why, in this instance, 

allows the decision maker to take calculated risks rather than random moves in an 

effort to increase sales and profits. Another example involves how leadership would 

begin to detect, interpret and intervene into organizational culture rather than simply 

reacting once organizational morale has tanked. 

 

 Level Four -- ñCare whyò. Finally the highest level of the hierarchy 

involves the creation of novel and useful concepts or the innovative use of Level 

Three knowledge. It is at this level where ethical reasoning, strategic innovation, 

and new organizational architectures are developed. Unlike previous levels, here the 

decision maker is a creator and takes on an active, rather than passive role. Once 

again using our marketing example, new segmentation schemes might emerge or 

innovative uses of existing segmentation schema might be employed to reposition a 

product for a revitalization of its life cycle. At this level leadership is practiced in a 

way that toggles between individual consideration and systems dynamics fluidly. 

Leadership can map organizational phenomena, intervene strategically in a way to 

move people to adaptability, creation and resiliency. The harnessing of collective 

talent and intellectual capital requires integrative thinking. 

 

 As the knowledge level increases; the demands on the learner and the 

instructor also increase in multiple ways. Similarly, the assessment of learning 

effectiveness becomes more problematic and challenging. We will see the design 

implications of these conclusions after we make explicit our program design 

principles. 
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DESIGN PRINCIPLES 

 

 Principles are normative statements that we believe to be valid in most 

situations and contexts. The following principles are based in part on the 

assumptions discussed earlier and utilize the knowledge hierarchy of the prior 

section: 

 

1. The purpose of a new MBA program is to give every student an educational 

experience that is at Level Three or Four for the expected future business 

environment. If we believe that the graduate degree experience is to prepare 

students to become leaders in a complex global context, it seems appropriate to aim 

as high as possibleðLevel Four, providing that students are capable of such a 

challenge. Interestingly, the current AACSB standards (AACSB, 2008) suggest a 

similar framework. After listing the knowledge and skills an accredited MBA 

program should have (such as knowledge of marketing, finance, etc.), the AACSB 

guidelines for eligibility recommend three learning outcomes. First, is the capacity 

to lead in real organizations. Second is the ñcapacity to apply knowledge in new and 

unfamiliar circumstances through a conceptual understanding of relevant 

disciplines.ò Finally, AACSB recommends the capacity to ñadapt and innovate to 

solve problems, to cope with unforeseen events, and to manage in unpredictable 

environment.ò(p.16). These are clearly akin to what we have identified as Level 

Four knowledge and integrate well with a leadership curriculum designed to 

mobilize people for adaptive work in an environment of uncertainty (Heifetz and 

Laurie, 2001). 

 

2. The MBA curriculum must reflect the knowledge hierarchy. This implies 

that early courses should be primarily knowledge Levels One and Two whereas late 

courses are Levels Three and Four.  More specifically, a core curriculum might start 

with courses or course topics that introduce basic terms and concepts such as: 

accounting terms, microeconomic principles, data types, and basic human behavior 

(such as motivation or group dynamics).  A second tier of courses or modules might 

then build on the first tier with such elements as measures of central location and 

variation in statistics, financial ratio analysis, oral and written communication skills, 

project management, market research design, time series forecasting, organizational 

design and development, and supply chain design fundamentals. A third tier would 

include such topics as ethical reasoning, systems analysis, knowledge management, 

strategic implementation, financial planning, market strategy, and decision analysis 

using multiple regression.  Finally, the fourth tier of courses or modules would 

include creativity in business (exemplified by the course elements of new product 

design and the opportunities of disruptive technologies), real options analysis, 

leading change, governance of the enterprise, and corporate social responsibility. 

 

3. Each course in the program should also reflect the knowledge hierarchy. 

Beginning with concepts and definitions and moving to a full understanding of 

relevant causal models and the application of knowledge from Levels One through 
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Level Three in novel and strategically appropriate ways.  Some courses may need to 

be segmented into modules, each covering a different level of knowledge. 

 

4. Teaching methods employed should be appropriate to the learning style of 

the student as well as the level of knowledge involved. Therefore teaching 

methodology must be diverse.  For example, Levels One and Two may be lecture-

driven while Levels Three and Four may be heavy on the use of cases and 

simulations. 

 

5. Assessing student learning should be appropriate for the knowledge level 

being taught. Evaluation and feedback must involve more than Level One or Two 

traditional type exams. 

 

 The implications of these principles are substantial. Understanding the 

impact and the tremendous potential of MBA redesign is imperative to meeting the 

needs of management education in the twenty-first century. 

 

DESIGN IMPLICATIONS  

 

 Several implications can be drawn from these assumptions and principles. 

In the following categories of (a) curriculum, (b) teaching methods, and (c) 

assessment we propose the following ideas. Curricular implications center on 

placement of courses. Specifically, the knowledge hierarchy suggests that courses 

that are primarily at Levels One or Two should be early in each studentôs program. 

Courses that are more of the Levels Three or Four types should be placed closer to 

the end. For example, a course in basic statistical methods for business demands of 

the student the understanding of concepts and computational tests of statistical 

significance. These relate closely to the notions of ñKnow whatò and ñKnow howò, 

Levels One and Two respectively. Some minor familiarity with Level Three 

knowledge could be included, but the major thrust of such a course is clearly of the 

Levels One and Two types. A course in strategic management, on the other hand 

requires Levels One through at least Level Three. If a capstone experience requires 

an original approach to a business strategy decision, Level Four may even be 

involved. Courses in leadership, ethical reasoning, and corporate social 

responsibility could also be candidates for placement at the programôs end. 

 

 An observation by Davis and Hogarth (undated) makes the point that 

management education is comprised of two forms of complementary knowledge; 

conceptual (the type that B-schools are good at and is here called Levels One and 

Two) and domain (the kind only obtained through work experience and unique to 

each industry and even firm). Above these two is what they call insight (the ability 

to reflect on actions taken and draw new implications for future decisions.)  This is 

also similar to our Level Four knowledge. They advocate that graduate management 

education must move towards developing insight (p.12). 
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 An implication of the hierarchy related to teaching is that different teaching 

skills, approaches, and resources may be required for success at different levels of 

the knowledge hierarchy. For example, for a largely Level One type course, 

examinations of concepts would be appropriate. However, for a Level Three or Four 

courses, an examination might be less effective. Rather, a project or complex case 

analysis would be more relevant to determine whether or not a student had acquired 

a thorough understanding of the material taught and has developed capacity for 

applying concepts.  Dumas et al (2000) found the following from teaching 

integrated curriculum: 

 

Å Teaching with integrated curriculum may be counterintuitive to faculty 

Å Integration requires vulnerability in learning and preparingéwhile faculty 

are being judged 

Å Informal Interaction amongst faculty is key to supporting formal planning 

and fruition 

Å Relationships and dynamics amongst faculty may support integration 

(p.249) 

 

 In general it seems fair to suggest that as the level of knowledge increases, 

the teaching needs to be more open-ended and thought provoking. The demands on 

faculty would be commensurate. 

 

 Finally, assessment of learning outcomes would be more accurate if it were 

driven, for each course, by the underlying knowledge level. Again this implies 

exams (such a multiple-choice or true-false) for early, Level One or Two type 

courses and cases or projects for higher-level courses. Finally, an assessment of the 

program as a whole would need to be at Level Three or, better still, Level Four. An 

external assessor would be appropriate for such an overall evaluation. Additionally a 

ñpost mortemò of a graduating student or alumni would be targeted at Level Four 

learning. 

 

 In summary, the knowledge hierarchy, as applied to the MBA., offers a 

somewhat different approach to program design than traditional MBA programs  

What remains is to identify specific implications for how conventionally oriented 

programs might change. What are the possibilities and ramifications for new 

design? 

 

CHANGING THE DESIGN: INITIAL THOUGHTS  

 

 As a first step, a comparison of a conventional MBA program design with 

the one developed in the prior sections is helpful. With regard to faculty, 

conventional programs usually hire for scholarship and, secondarily, for teaching. 

Obviously there are many schools that are ñteachingò oriented and place more 

emphasis on classroom skills and proven experience. With the design discussed in 

this paper, hiring would be for a combination of teaching and real-world experience, 
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especially for staffing Level Three or Four type courses.  Given the assumptions we 

made at the beginning about the student, new hires that will staff higher level 

courses should have a more sophisticated perspective of their discipline, preferably 

acquired through real world experience as a decision maker or management advisor. 

Such faculty should also be comfortable working with students on cutting-edge real-

world business issues where ambiguity and complexity meet. Moreover, given the 

likely increase in international students, global business and diversity experience 

would be desirable. 

 

 One immediate implication of this is, of course, that the conventional 

systems of faculty hiring, evaluation, promotion, etc. may need to be modified. 

There could also be a tendency to create two ñclasses ñof faculty, with potentially 

dysfunctional consequences. Given the magnitude of such possible changes, care 

must be taken by administrators to avoid such a condition. Special efforts to create a 

unified faculty focused on the Level Four mission must be considered.  A mentoring 

system to help develop Level Three and Four teaching skills in junior faculty could 

also be productive and help to build a strong knowledgeïoriented culture among the 

faculty. Faculty that become more sophisticated and aware of human and 

organizational phenomena can help to guide the way. 

 

 Leadership will also be challenged in the business school given the design 

we have discussed here. The Dean will also need to have a skill set that is Level 

Three and Four-heavy. This will permit him or her to make successful hires, keep 

the business community connected to the school, and ñwalk the talkò in enrollment 

efforts. Leadership will need to understand community connections and relationship 

building as inherent in an environment of business. This design is inherently 

different from the conventional approach and offers a differentiation theme that is 

likely to be more attractive to potential students and employers of new graduates. 

 

 As mentioned earlier, assessment will be more knowledge level specific 

and overall different as well. A single instrument or method to assess student 

learning across courses will not be appropriate. Different assessment methods 

should be used for different courses, based on knowledge level.  In the conventional 

program, a single system and instrument are often the norm. This consistency comes 

at the expense of relevancy and validity. As a rule, only the highest knowledge level 

the course targets should be assessed. Testing student knowledge of Level One 

concepts when Level Three or Four knowledge is the objective is wasteful at best 

and at worst can be viewed by the instructor and student as an intellectual insult. 

Assessing faculty is also a bit different. Obviously, teaching effectiveness is 

important but so should be teaching skill enhancement to permit an instructor to 

move up the hierarchy, becoming more valuable to the school. In the conventional 

program faculty are often evaluated based on the depth of their knowledge. Here, it 

is the depth and breadth that are desirable but not as valuable as the ability to 

improvise and apply learning theories that reach a more broad base of learning 

styles. As mentioned above a mentoring system of Level One or Two faculty with 



Buchowicz and Buchanan 

65 
 

professors experienced with higher level subjects and teaching methods could be 

effective in building a strong faculty culture and in continuously improving the 

quality of instruction. 

 

 While these changes are not trivial they should be feasible for most schools. 

It is the intention to create something that is more appropriate that is needed and 

evolving  Given this new perspective, the first step in a change program will need to 

be a series of  frank discussions on the new realities facing business schools and the 

risks of not changing or adapting, 

 

SUMMARY, CONCLUSIONS, AND IMPLICATIONS  

 

 In this article, we have considered the challenges facing MBA .programs in 

the United States. The combination of a knowledge hierarchy and a set of design 

principles permitted us to sketch a new design for an MBA that offers the potential 

of enhanced student learning and the development of leaders who have capacity for 

leading in environments of change and uncertainty. 

 

 The use of a knowledge hierarchy establishes a sound foundation for 

curriculum design focused on student learning. In contrast to the conventional 

curriculum which is largely a collection of content courses without significant 

integration, the approach described in this article has an explicit logic. Moreover, 

this logic permits a coherent program to be constructed that helps the student to 

progressively build on each prior learning experience.  By the end of the program, 

the MBA student should be capable of understanding contemporary business and 

societal issues in depth and developing creative and pragmatic solutions that are 

both efficient and socially responsible. This is literally the intent of most programs. 

However, the reality of the situation often falls far short of the goal. 

 

 The organizational changes necessary to affect such a new design (in 

teaching methods, assessing learning, faculty development, and B-School 

leadership) are significant and challenging. Existing cultural values and norms 

would be likely obstacles to the type of change outlined here. Yet the logical and 

practical advantages of the approach described in this article are compelling and 

perhaps even necessary for the continued relevance and popularity of the MBA 

degree program. 
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ABSTRACT: The growing demand for online courses poses new challenges for 

brick and mortar universities to modify traditional methods of educational delivery. 

A triangulation study was conducted in two phases to gain an understanding of how 

traditional universities transition to hybrid institutions by offering online courses. 

Phase I of this study describes the rankings of motivators and deterrents based on 

faculty member perceptions for teaching online courses with technology (e-

teaching). Out of 20 Oklahoma institutions that were invited to participate in this 

study, the University of Central Oklahoma granted the researchers permission to 

survey faculty members. Chi-square statistics were conducted to rank e-teaching 

motivators and deterrents. As the concern for poor online course quality was ranked 

as the top e-teaching deterrent, the University of Central Oklahoma launched a new 

online quality assurance initiative. To establish a triad process that fosters 

organizational learning, a second study was conducted to examine the correlation 

between the quality of online courses, attrition and learning outcomes. Pearson 

correlation and regression analysis evidenced statistical significance and that 

positive relationships existed among research variables. Study findings and 

recommendations provide administrators with insights to better prioritize resources 

and implement policies that support faculty members and students in the online 

environment. Further studies should explore institutional challenges and factors 

affecting e-teaching and e-learning effectiveness. This knowledge becomes 

increasingly more important as more traditional universities search for emergent 

models to undergo organizational change and transition to hybrid institutions in 

order to sustain long-term competitiveness in the 21st century global e-learning 

environment. 

 

INTRODUCTION  

 

 Advances in information technology and a knowledge-based global 

economy present new opportunities and challenges for teaching and learning in 

traditional higher education institutions (Ma, 2004; Carr-Chellman, 2006). Online 

education offers traditional brick and mortar universities innovative ways to target 

adult learners wanting to continue their education but are constrained by work 

schedule and family (Lessen & Sorensen, 2006). The number of students enrolled in 

online courses has more than doubled in the past five years, from ñ483,113 in 2002 
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to 1,501,005 in 2006ò (Romano, 2006, A06) due to the rising demands for skill 

acquisition in a knowledge-based global economy. The growing demand for online 

courses and the global competition from virtual universities caught the attention of 

higher education administrators, requiring them to modify traditional methods of 

educational delivery with online courses in order to sustain competitiveness. 

Although online education allows traditional universities to accommodate working 

schedules of adult learners, an examination of the e-learning literature provides 

mixed reports (Zemsky & Massey, 2004). Successful online ventures include 

Pennsylvania State University and the University of Maryland, offering online 

courses to students in 50 states and 44 countries (Shearer, 2004). In contrast, 

prestigious universities such as New York University, Columbia University and 

Cornell University, invested more than $20 million in building e-learning platforms 

but were plagued with high attrition rates (Anstine & Skidmore, 2005; Carlson, 

2003).  

 

 Furthermore, a literature review reveals a dearth of studies examining 

models for traditional brick and mortar universities undergoing organizational 

change and transitioning to hybrid institutions by offering ground, hybrid, and 

online courses (Carlson, 2003; Chen, Gupta, & Hoshower, 2006; Lessen & 

Sorensen, 2006; Shearer, 2004; Zemsky & Massey, 2004). To bridge the literature 

gap, a triangulation study with two phases was conducted to explore an emergent 

model that allows administrators to manage organizational change with processes to 

assist faculty members in transitioning from teaching in traditional classrooms to 

teaching online courses with technology (e-teaching). Phase I of this study describes 

the rankings of e-teaching motivators and deterrents based on faculty member 

perceptions. Phase II of this study examines the relationships between the top-

ranked e-teaching deterrent (quality of online courses), attrition and learning 

outcomes. 

 

RESEARCH STUDY 

 

 Transitioning from traditional teaching in the face-to-face classroom to e-

teaching in a virtual classroom presents technical, pedagogical and incentive 

challenges for faculty members and administrators in higher education (Carr-

Chellman, 2006). Technical challenges include the technological infrastructure, 

such as a lack of training on computer or course management systems (Waterhouse, 

2005). Pedagogical challenges occur when faculty members adapt teaching 

strategies from the traditional classroomôs instructor-centered approach to the virtual 

classroomôs learner-centered approach. (De Simone, 2006). Incentive challenges 

deal with institutional policies such as release time, stipend, tenure and promotion 

(Folkers, 2005). 

 

 Likewise, transitioning from face-to-face classroom attendance to e-

learning in a virtual classroom presents students with situational, dispositional, 

epistemological and institutional obstacles (Garland, 1993; Hricko, Marshall, & 
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Urchek-Geist, 2001). Situational attrition refers to a studentôs particular life 

circumstances, such as job change, marriage or illness.  Dispositional attrition 

references personal motivation, study habits and learning styles. Epistemological 

attrition occurs when students encounter difficulty in learning disciplinary content. 

(Hricko et al., 2001). Institutional attrition occurs when students experience a lack 

of technological infrastructure, faculty interaction, and technical support (Hricko et 

al., 2001; Waterhouse, 2005).   

 

 Phase I research variables, questions and hypotheses: The research 

variables for Phase I of this study include (a) e-teaching motivators that serve as 

positive forces to encourage faculty members and (b) e-teaching deterrents that 

serve as negative forces to discourage faculty members from teaching online 

courses (Chen, Gupta, & Hoshower, 2006; Folkers, 2005). E-teaching motivators, in 

the context of this study, include compensation, release time, promotion, goal 

setting, self-efficacy, fulfillment, digital authorship, e-teaching preparedness, 

mentoring and recognition. E-teaching deterrents include the faculty memberôs 

attitude toward online courses, lack of technical support, low institutional priority, 

lack of administrative support, non-scholarly activities, lack of technological 

infrastructure, lack of technical competence, lack of e-teaching and web-design 

guidelines and lack of a teaching assistant. These research variables were 

incorporated into a Faculty E-Teaching Survey. Phase Iôs research questions (RQ) 

and hypotheses are: 

 

RQ1: What are the faculty membersô perceived relative strengths of e-teaching          

motivators as measured by the Faculty E-teaching Survey (FES)?   

RQ2: What are the faculty membersô perceived relative strengths of e-teaching 

deterrents as measured by FES?  

H1:  E-teaching motivators are perceived with different relative strengths by 

faculty members in higher education institutions as measured by FES. 

H2:  E-teaching deterrents are perceived with different relative strengths by faculty 

members in higher education institutions as measured by FES.   

 

 Phase II research variables, questions and hypotheses: Phase IIôs research 

variables include online attrition, learning outcomes and online course quality. 

Phase IIôs research questions and hypotheses are: 

 

RQ1: What is the relationship between online course quality and online student  

learning outcomes?   

RQ2: What is the relationship between online course quality and online student 

attrition? 

H1:    There is a relationship between online course quality and online student  

 learning outcomes.  

H2:    There is a relationship between online course quality and online student 

attrition. 
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RESEARCH METHODS 

 

 This triangulation study comprised two phases. The researcher-constructed 

Faculty E-Teaching Survey (FES) instrument was used to collect primary data for 

Phase I. The FES instrument used 20 close-ended questions that could be answered 

with Likert-type responses. Phase II used secondary data, provided by institutional 

administrators, about the universityôs online courses, student attrition and student 

learning outcomes.   

 

 Pilot study: A pilot study validated and established the reliability and 

validity of the FES instrument as the survey had never been used in a prior research 

study. A Cronbachôs alpha index (0.74) examined the inter-correlation among 

motivators and deterrents. A factor analysis was conducted and confirmed that the 

survey questions were loaded naturally into two factors of motivators and deterrents.  

 

 Phase I data collection: During the summer 2007 semester, faculty 

members were surveyed.  A commercial website, ZapSurvey TM, was used to 

collect the primary data. Out of 467 faculty members invited to participate in the 

study, 103 completed the FES. Survey questions, which could be answered with a 

five-point Likert scale, were designed to collect data about the faculty membersô e-

teaching motivators and deterrents. The collected data were downloaded from the 

commercial ZapSurvey TM server and became the foundation for the statistical 

analyses used to determine the relative strengths and rankings of e-teaching 

motivators and deterrents. 

 

 Phase I data analyses: To answer the research hypothesis, E-teaching 

motivators are perceived with different relative strengths by faculty members in 

higher education institutions as measured by FES, Chi-square independence 

analyses were conducted to test for independence at a 95 percent confidence. The 

Chi-square independence test evidenced statistical significance (p = 2.68 E-25 < 

.05) that faculty perceived e-teaching motivators with different relative strength.  

 

 To answer the research hypothesis, E-teaching deterrents are perceived with 

different relative strengths by faculty members in higher education institutions as 

measured by FES, Chi-square independence tests were conducted to test for 

independence at a 95 percent confidence. The Chi-square independence test also 

evidenced statistical significance (p = 6.68 E-36 < .05) that faculty perceived e-

teaching deterrents with different relative strength.  

 

 To answer the research question, What are faculty membersô perceived 

relative strengths of e-teaching motivators as measured by Faculty E-teaching 

Survey (FES)?, the index of relative strength of the faculty perceptions is a weighted 

average of the Likert-scale measures of the motivators. The indices of e-teaching 

motivators are ranked from the highest to the lowest: (1) self-efficacy, (2) digital 
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authorship, (3) compensation, (4) goal setting, (5) release time, (6) fulfillment, (7) 

promotion, (8) mentorship, (9) recognition and (10) e-teaching preparedness.   

 

 To answer the research question, What are faculty membersô perceived 

relative strengths of e-teaching deterrents as measured by FES?, relative strength 

was calculated for each e-teaching deterrent based on the same formula. The index 

of relative strength of the faculty perceptions is a weighted average of the Likert-

scale measures of strength of the deterrents. The indices of e-teaching deterrents are 

ranked from highest to lowest: (1) faculty member attitude toward online courses, 

(2) non-scholarly activities, (3) lack of technical support, (4) lack of e-teaching 

guidelines, (5) low institutional priority, (6) lack of training, (7) lack of 

administrative support, (8) lack of technical competence, (9) lack of technological 

infrastructure and (10) lack of teaching assistant. 

    

 Phase II of the study: To address the top-rated e-teaching deterrent, concern 

for online course quality, the Center for Professional Distance Education (CPDE) at 

the University of Central Oklahoma (UCO) launched a grant to train faculty on how 

to use WebCT/Blackboard, provide pedagogical guidelines and evaluate online 

courses using standardized rubrics. To establish a triad process that fosters 

organizational learning, a second study was conducted to examine the correlation 

between the quality of online courses, attrition and learning outcomes.  

 

 Data compilation: Although UCO administration has primary data 

ownership, CPDE collects online course quality data. An Online Course Evaluation 

Committee (OCEC) is comprised of 15 interdisciplinary faculty members from 5 

colleges. The OCEC developed a rubric to facilitate the evaluation process.  OCEC 

members evaluate and assign scores for online courses that are submitted by online 

faculty. The UCO Admissions Office collects data about online student attrition and 

student grade point averages. The researchers collaborated with administrators to 

compile quantitative data. The researchers imported secondary data into the 

Statistical Package for the Social Sciences (SPSS) and Microsoft Excel 2007. To 

answer the research questions and hypotheses, the researchers conducted statistical 

data analyses.  

 

 Data analyses: To answer the research hypothesis: There is a relationship 

between online course quality and online student learning outcomes, the Pearson 

Correlation was conducted in Microsoft Excel 2007 to test the statistical 

significance at the 95 percent confidence level. The probability (p-value = .001) was 

compared to the level of significance at 5 percent. The test evidenced statistical 

significance (p < .05) and the null hypothesis was rejected.   

 

 To answer the research hypothesis: There is a relationship between online 

course quality and online student attrition, the Pearson Correlation was conducted in 

Microsoft Excel 2007 to test the statistical significance at the 95 percent confidence 

level. The probability (p-value = .001) was compared to the level of significance at 
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5 percent. The test evidenced a statistical significance (p < .05) and the null 

hypothesis was rejected.   

    

 To answer the research question, What is the relationship between online 

course quality and online student learning outcomes?, an online course quality score 

and a student learning outcome score (weighted grade point average) for each 

selected online course were used to compute the Pearson correlation coefficient (r) 

in Microsoft Excel 2007. A statistical procedure was conducted, and the data 

analysis evidenced a positive relationship between the quality of online courses and 

student learning outcomes.  

 

 To answer the research question, ñWhat is the relationship between online 

course quality and online student attrition?ò, online course quality scores and 

withdrawal rates for selected online courses were used to compute the Pearson 

correlation coefficient (r) in Microsoft Excel 2007. The attrition rate, which was a 

numeric weighted average for each course, was determined by dividing the total 

withdrawals by the total number of online students enrolled in each session of the 

fall 2007 online courses. A statistical procedure was conducted, and the data 

analysis evidenced a positive relationship between online course quality and student 

attrition.  

 
IMPLICATION OF FINDINGS TO LEADERSHIP  

 

 Higher education administrators need to understand that traditional 

universities are no longer protected by geographic service areas since advanced 

technology and emerging e-learning models allow virtual universities to compete 

and recruit adult students without geographic constraints (Folkers, 2005). 

Institutional administrators must become sensitive to the needs and burdens of 

faculty members and students when transitioning to hybrid institutions offering 

online courses. The data from this studyôs Phase I evidence that faculty members 

perceive e-teaching motivators and deterrents differently as measured by the FES 

instrument. The findings from the rank lists of motivators and deterrents provide 

administrators with insights on how to better prioritize resource allocations and 

policy implementations.  

 

 Organizational change management: According to Lewinôs (1951) Force 

Field Theory, two forces exist for any organizational change. In the context of e-

teaching, research shows that motivators such as self-efficacy, compensation, tenure 

and promotion and release time serve as positive forces to encourage e-teaching in 

the change process (Downey, 2006; Zirkle, 2005). Studies also show that deterrent 

factors, such as the lack of instructional design training, institutional infrastructure, 

technical support and administrative support, serve as negative forces to discourage 

e-teaching (Lieberman & Wilkins, 2006). For organizational change to occur, 

administrators must develop new processes, revise polices, and renovate 
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organizational cultures to increase the positive forces for change and reduce 

resistance to change (Folkers, 2005; Waterhouse, 2005). 

 

 Recommendations for increasing e-teaching motivators: Institutional 

administrators can increase e-teaching motivators by revising reward structures and 

policies. Based on the insights gained from this study, digital copyrights motivate 

faculty to develop and teach online learning modules (Folkers, 2005). 

Administrators may consider (a) granting faculty full ownership for faculty-

constructed learning modules or (b) dividing course ownership into course content 

and instructional design to encourage online course development.  

  

 Furthermore, stipends can motivate faculty members to attend training and 

develop online courses (Kidney, 2004). Recognition of e-teaching achievements on 

the institutional website or giving out certificates at university-level events is 

another powerful avenue to sustain e-teaching activities (Waterhouse, 2005). 

Administrators should also revise institutional policies for promotion and tenure (P 

&T) and release time (Zirkle, 2005). As e-teaching is often not considered to be a 

scholarly or research activity, granting faculty members with promotional credits 

can encourage e-teaching participation (Lee & Busch, 2005). Administrators should 

be aware of the delicate balance needed for faculty members to manage the e-

teaching transition and the potential conflict between the legitimate requirements of 

existing and new roles of e-teaching (Folkers, 2005). Providing faculty members 

with release time for teaching online courses can alleviate faculty workloads and 

time commitments for learning, designing, developing, and teaching online courses 

with technology (Zirkle, 2005).  

  

 Recommendations for decreasing e-teaching deterrents: Institutional 

administrators should recognize that the disincentive for faculty members to adopt 

e-teaching is in part due to a natural human resistance to change (Waterhouse, 

2005). For organizational change to occur and e-teaching to sustain, administrators 

must reduce change resistance. Administrators can decrease e-teaching deterrents by 

revising policies and developing new processes. By providing faculty with technical 

training, pedagogical guidelines, and standardized rubrics, administrators can 

mandate online course evaluation and certification to ensure the quality of online 

education (Moallem, 2008; Shearer, 2004; Waterhouse, 2005; Zirkle, 2005). 

 

 Administrators need to cultivate a learning culture. While ñassisting faculty 

competence to integrate technology into instruction remains the single most 

important IT challenge confronting American colleges and universitiesò (Trees, 

2000, p. 1), faculty development should not merely focus on technical training. A 

holistic faculty development program that trains faculty with time management, 

course planning, strategic pedagogy and collaboration skills are vital for e-teaching 

effectiveness and e-teaching transition (Folkers, 2005; Waterhouse, 2005).  
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 Triad process for organizational learning: Organizational learning, which 

should be a transformational process with continuous evaluation to support the 

evolving needs of faculty and students, can encourage administrators to sustain 

long-term competitiveness (Ali, N., Hodson-Carlton, K., Ryan, M., & Flowers, 

2005; Borreson & Salaway, 2007). While Phase II of this study provides 

administrators with insights on the relationship between student learning outcomes, 

attrition and online course quality, some plausible explanations, based on past 

research, provide further insight. Reasons students withdraw from online courses 

include situational, dispositional, institutional and epistemological factors (Garland, 

1993; Hricko et al., 2001; Waterhouse, 2005). Situational attrition arises from a 

studentôs particular life circumstances, such as change in employment, marriage or 

illness. Dispositional attrition results from personal problems impacting a studentôs 

persistence behavior, such as learning styles and motivation. Epistemological 

attrition results from impediments caused by disciplinary content or perceived 

content difficulty. Institutional attrition is caused by a studentôs experience with the 

institution (Garland, 1993; Hricko et al., 2001; Waterhouse, 2005).  

 

 Students who withdrew from the fall 2007 semester online courses might 

have experienced technological obstacles that existed in the virtual learning 

environment. Although UCO uses WebCT/Blackboard as its e-campus platform, no 

formal trainings classes are offered to online students. Furthermore, technical 

support is only available for students and faculty Monday through Friday from 8 

a.m. to 5 p.m. Unfortunately, most working adult learners need technical support in 

the evening and weekends when they attend virtual classes. In addition to providing 

faculty with technical training and support, administrators should consider 

extending technical training and support to students. WebCT/Blackboard training 

should be made available to online students. Extending technical support to 7 days a 

week and 24 hours a day can better serve faculty and working adult students. 

Formalizing a technology policy that provides students and faculty with hardware 

specifications, network configurations, and software installations can eliminate 

incompatibility issues among personal computers used by faculty and students. 

  

 

LIMITATIONS AND FUTURE STUDIES  

 

 Several limitations exist for both study phases. First, Phase Iôs sampling 

frame was constrained by its geographic boundary, as participants were from one 

higher education institution in Oklahoma. In addition, Phase I was conducted during 

the summer 2007. Many faculty members were either too busy with block sessions 

or away from campus. Hence, the low response rate (21 percent) was too small to 

generalize the study to a larger population. A longitudinal study during regular 

semesters may result in a larger sample size. The researchers should compare the 

differences in the e-teaching motivators and deterrents perceived by faculty 

members in public universities, private institutions and community colleges due to 

the differences in funding sources and tenure policies. To improve the FESôs 
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validity, the researchers may modify the FES instrument to address the different 

needs of faculty members in the United States and faculty from international higher 

education institutions. Studies conducted in other cultures and developing nations 

can provide further avenues for identify e-teaching motivators and deterrents (Jung, 

2007).  

 

 Likewise, the population for Phase II was also small. Since UCO did not 

require faculty to submit their online courses for review prior to e-teaching at the 

time the research was conducted, only 10 percent of the total online courses were 

submitted for certification. To encourage a larger sample size, UCO administrators 

can require their faculty members to certify online courses prior to e-teaching. 

Variables of interest for Phase II included online course quality, online student 

learning outcomes and attrition. However, other factors that may also affect learning 

outcomes and attrition, but are not under investigation, include a studentôs technical 

competence, self-efficacy, study habits, learning styles, study time and critical 

thinking skills. Examination of data relationships at different levels is also 

recommended.    

 

 Researchers can extend the e-teaching transition study to other settings, 

such as the military, healthcare, and business. Although a system-wide approach is 

used by multinational corporations to train and improve corporate employee skills, 

the American Society for Training & Development showed a decline of 50 percent 

in corporate training budgets (Van Buren & Erskine, 2002). An e-teaching model 

can be adopted so that other settings can collaborate and partner with hybrid higher 

education institutions. A partnership can provide an avenue for mobile personnel 

and working adults to continue education and complete degrees (Folkers, 2005).   

 
CONCLUSION 

 

 Traditional universities are likely to encounter intensive competition from 

virtual universities delivering online education and degrees to working adults 

through exclusive use of technology (Lessen & Sorensen, 2006). Quality online 

education can be an innovative and alternative educational strategy for traditional 

brick and mortar higher education institutions to recruit adult learners who are 

unable to attend traditional face-to-face classes on campus. However, the delivery of 

quality online education can be challenging since the success depends on the 

academic stakeholdersô efforts. Without collaboration with policy makers, support 

from institutional administrators, and participation from faculty and students, the 

cultivation of a successful e-teaching and e-learning environment may be difficult 

(De Simone, 2006; Folkers, 2005). This study contributes to the literature by 

providing empirical results so that administrators can better prioritize institutional 

resources to support e-teaching faculty members and online students. This studyôs 

results highlight the importance of further investigations to explore the institutional 

challenges, factors affecting online teaching effectiveness, attrition and student 

learning outcomes. This knowledge becomes increasingly important as more 
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traditional brick-and-mortar universities search for emergent models to manage 

organizational change and transition to hybrid institutions in order to sustain long-

term competitiveness in the 21st century global e-learning environment. 
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ABSTRACT : The primary focus of this paper is to examine the position and 

policies of the United States and the relationship between global economic 

growth, unrestrictive trade and the financial means to expand global enterprise. 

We examine the role of money for global economic integration and the level of 

expansion as a determinant of sustainable or unsustainable economic growth. 

Specifically we are concerned about the most recent expansionary period from 

1997 to 2008. Nonetheless, a longer time horizon and the changing position of 

the U.S. economy help to illustrate the mechanisms responsible for this global 

economic growth. Furthermore, the consequences of the process and the 

subsequent global conditions are identified. From this perspective, the value, 

benefits and cost of the growth process are determined. Finally, we examine who 

assumes the costs and who receives the greater benefits in order to better 

understand the nature of the unsustainable process and the consequent collapse, 

and to consider policy solutions. 

 
HISTORICA L BACKGROUND  

 

The growth in global economies was initiated by investing capital from 

the developed nations into some of the less develop countries. This was largely 

accommodated by transferring savings from developed economies, and also by 

increasing the money supplies of the western developed nations, particularly the 

U.S., thereby inflating the major currencies of other nations.  This is much like 

the Keynesian idea of ñpriming the pump,ò the multiplier effect in a domestic 

economy but applied globally, although Keynes himself would probably not have 

supported the global application (Keynes, 1936).  Generally, the policies of 

ñpump primingò require giving more money to poorer segments of an economy 

in order to promote economic growth by increasing aggregate demand. This can 

work because the money will be spent not saved, and previously saved money 

will be invested in order to produce the newly demanded product. Thus, the 

economy grows as the previous savings are processed into new production that 

results in somewhat higher returns to capital.  This can either be attempted by 

redistribution of wealth (a portion of the accumulated savings) from rich to poor 

or by the artificial expansion of the money supply. If the approach is the 

expansion of the money supply, it works by a temporary illusion that new 

aggregate wealth has been created. During the period in which the illusion 
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operates without causing an equal amount of inflation, the economy actually does 

increase production. Therefore, the effect is time sensitive (dynamic).  

 

Indeed, in the case of globalization, this same pump-priming 

phenomenon was used globally whereas previously it had primarily been used in 

national economies. However, there have been serious consequences of applying 

this concept globally. The rate of increase in financial liquidity was far greater 

than the rate of increase in productivity of the western nations. The process 

causes capital dislocations and eventually unsustainable trade imbalances 

(International Monetary Fund, 2007). Because some real capital is removed from 

the developed country, this lowers the opportunity for national growth in the 

developed nation (e.g. the U.S.A.). Simultaneously the artificial inflation of 

currency by debt financing compounds and becomes an additional problem for 

all the developed countries involved in the process and running deficits. 

 

Before the advent of the euro currency, the U.S. dollar was the 

worldwide accepted primary currency (the benchmark), and this allowed the U.S. 

to run chronic trade imbalances and current account deficits without serious 

consequences. However, after 2001 the U.S. current account deficits became 

much larger and more burdensome. The debt continued to increase at a 

previously unheard of rate, greatly increasing the rate of growth of the money 

supply and consequently the dollarôs foreign exchange rate decreased 

dramatically over the next few years. The devaluing dollar translated into higher 

and higher import prices for energy (e.g. the price of a barrel of oil rising 500%). 

Nine of the years between 1997 and 2006 were very good for the overall global 

economy in terms of the nominal global GDP which had rates of growth of over 

5% in several of those years, and overall showed the highest growth since 1973. 

Such high global growth was due to the rapid growth of the economies of India, 

China, Eastern Europe and Russia, as they merged into the world trading system 

and gobbled up the capital transfusions (European Economic Advisory Group at 

CESifo, 2007).  

 

After new years with the arrival of 2008, economists and correspondents 

of the financial media were debating and wondering if the US economy was 

headed into an economic recession. However, reliable data were available that 

indicated the economy was already swimming in a darker maze. The signs were 

in markets everywhere. It could be found in the changing yield on US bonds, 

where the real returns had already become negative.  
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Figure 1: U.S. Treasury yields 

 
 

The real return was even less than depicted in Figure 1, by the U.S. 

Federal Reserve Bank of St. Louis (2008), because the governmentôs CPI 

measure that was used had been intentionally deflated from the previous 

historical method of measurement. The actual real return was closer to minus 

seven-percent or more because the real level of price inflation was many 

multiples higher than reported in the current version of the consumer prices 

index. This was mostly due to the early efforts of Clinton administration when 

the Bureau of Labor Statistics began changing how it calculated price inflation in 

order to massage the reported changes in the CPI.  

 

For several decades, the world was told that most Americans had been 

earning more and becoming wealthier every decade. Politicians, executives and 

just about everyone said that Americans were increasingly better off in the 21st 

Century. Was that true? If we look at the wage data and adjust it for inflation, 

even at the reported much lower CPI rate, we see an entirely different story. We 

find that the median hourly wages in 1970 were about $16 in constant dollars 

(adjusted for CPI, base 2007), and rose to $18 three years later, and then retreated 

again. Thirty-seven years later in 2007, the wages were equal to approximately 

$16 (archival data of the U.S. Department of Labor adjusted for CPI). Thirty-

seven years later and there is no real increase of median hourly wages.  

 

The answer as to the question of how the per-capita income could be 

growing while real wages were largely stagnant is that there was increasing 

income inequality (The Economist, 2008a).  Furthermore, many families had 

become two income earners that marginally increased real household income. 
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Increasing consumption was mostly by debt not by real income. Most people 

were not actually ñbetter off,ò unless you fudge the data by saying that people 

enjoy many wonderful new things that did not exist in 1970, such as the 

ubiquitous cell phones, flat screen TVs, digital music, digital games, microwave 

ovens, email and the Internet. Indeed, under guidelines for calculating the CPI 

this is what has been done since 1991, even for commodities such as clothing 

(Liegey, 1994). The substitutions are made in the accounting of prices and this 

geometric weighting system most likely conspires to understate real increases in 

the cost of living. Therefore, if we use the actual prices, then inflation of the past 

several years is higher and most Americans have been falling even further behind 

than the above wage calculations indicate. It is only by growing debt and living 

beyond means that the majority of Americans enjoyed the high level of 

consumerism. The apparent affluence was due to increasing indebtedness.  

 

ASSETS AND GLOBALIZATION  
 

Certainly, most everyone was aware of the ñreal estate bubbleò having 

burst by 2007 and the fallout from the ñmortgageò debacle, but this was only the 

base of a far shakier financial foundation that had been designed to spur the 

creation of global growth ð an unsustainable globalization. Stock markets 

experienced a similar bubble before the inflation of real estate, and subsequently 

commodities of various types followed in sequence. These are the so-called 

ñasset bubblesò that form as new money chases after the latest financial fad. 

Moreover, only those individuals who exit before the next crash can be winners. 

This includes the overpaid CEOs that were consistently taking billions of dollars 

out of the companies in which they were employed, and further contributing to 

the rise in inequality (Associated Press, 2008). The process accelerated as the 

monetary system experienced structural changes in order to accommodate the 

penchant for increasing globalization.  

 

THEORY OF GLOBALIZATION AS AN ENGINE OF GROWTH  

 
The theoretical basis of globalization has been a simple 

conceptualization of international trade, which postulates that national 

specializations, operating without constraint, will produce gains for all the 

trading nations. The problem with this conclusion rests upon the mistaken 

interpretation of who constitutes the parties that benefit, and the end result of 

transfers of real capital. The mistake arises because of the use of the word nation 

that is always used as a proxy for the entire population of a country, rather than 

specifically identifying individuals and organizations. Does everyone gain and 

receive benefit from spreading capital around the globe or is it only some of 

those individuals who own and control the capital? The answer should be 

obvious. Moreover, to what country do we attribute the net benefits? The major 

investors are individuals who often have multiple residences in different 

countries and their companies operate globally with different locations identified 
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for financial and tax advantages that accrue to their primary investment holding 

companies.  

 

Complicating the picture has been the invention of new sources of 

money. Over the past decade, non-bank and other financial firms have invented a 

way to create money ð much like a national central bank creates the money 

supply for the currency of a country.  These are the securitization of 

collateralized debt obligations, and other ñderivatives.ò Irrespective of the 

innocent sounding names, these ñsecuritiesò and offshore conduits are really 

quite dangerous because they constitute forms of monies. Essentially this has 

been debt-based privately created money used to expand trade. It is quasi money 

because it is backed only on private promises to pay and not the government, and 

many of the people and the corporate entities originating the debts are not likely 

to be able to fulfill the promise to pay. Like most fiat currency, this quasi-money 

arises from the creation of debt. The greater the debt created, the more of this 

money has been created. Many of the securitized packages were often sold to 

foreign investors. However, eventually a debt that cannot be serviced is 

ultimately worthless. In addition to this quasi-money, some nations such as the 

U.K. and particularly the U.S. were rapidly inflating their official money 

supplies, and the amount of money was growing at double digits. Moreover, the 

growth in the derivative paper amounted to even more than the growth in the 

official money supply, amounting to tens of trillions of dollars (Shipman, 2008). 

This was more than a simple Keynesian pump to a national economy ð this was 

feverishly expanding the global money supply and forcing economic growth 

around the world ð the ultimate facilitator of rapid globalization. There were 

real additions to employment in the so-called emerging economies, there was 

greater extraction of natural resources, and huge numbers of new buildings of all 

types were constructed. This by any measure is real economic growth, but is it 

sustainable? The growth was purchased by issuing huge amounts of new debt ð 

through the illusion of new money and supposed increases in productivity and 

prosperity. Debt involves a promise to pay. To the extent the debt cannot be paid, 

the growth evaporates.  The American money supply and quasi money was the 

primary source to fuel this activity in the ñglobal economyò but this is a promise 

to pay from the national economy, and the American economy was not really 

growing anywhere near the extent of the increases in debt. In fact, all the 

previously developed economies participated in this highly leveraged debt 

creation process and this is a grievous problem.  

 

EFFECTS OF GLOBALIZATION  

 
As we examine the role of money and the financial means to expand 

global enterprise, we can see the relationship between growth and unrestrictive 

trade. An important consideration in the study of global economic growth is the 

question of whether or not a convergence of income levels between and within 

countries takes place. According to the convergence hypothesis, the initially 
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poorer nations would grow faster than the more wealthy developed nations 

(Slaughter, 1997). Eventually, over the long run, income per capita would 

converge and the gap between the rich and poor nations would be greatly 

moderated if not entirely eliminated (Jaakkola, 2007).  

 

In fact, GDP in most all countries had increased, particularly over the 

ten-year period 1997 to 2007 (Eurostat, 2008). However, real incomes of the 

majority of people within most developed nations, particularly in the USA, had 

actually been flat or decreasing rather than increasing. Likewise, income 

inequality in the developing economies had been increasing not decreasing, as 

the very wealthy grew richer more rapidly than ever before (Pogge, 2008). For 

example, several U.S. corporate chief executives took billions of dollars in 

compensation annually, hedge fund managers grasped even more, amounting to 

upwards of 22, 000 times the average workers income (Shell, 2007). Moreover, 

as reported in the Economist publication, an estimate of US commodity inflation 

was at 16% in 2007 (not the estimate of less than 3% for the consumer price 

index). By January 2008, the dollar index of commodity prices was reported to 

have increased an astonishing 25.7% (The Economist, 2008b). Essentially, real 

wealth of America was expropriated as the new money was pumped through the 

economies of the world. This expropriation was another unsustainable reality. 

 

When this process reaches an unsustainable position, the result is either 

stagnation or a serious recession or even a major depression because national 

monetary manipulation cannot avert the eventual failure of financial legerdemain 

ð debt cannot be a bottomless pit. In a brief period of only a few years the U.S. 

government along with the major financial institutions had already indentured the 

nation with over $4 trillion of foreign debt, and the private investment companies 

had created even more trillions of dollars of supposedly collateralized debt. This 

fact was temporarily hidden within the inflated housing prices and nominally 

higher wages, but real-wages of the majority of Americans were lower, and a 

general wealth erosion of the average citizenry had taken place. The pace of the 

erosion became more clear in the summer of 2008 as inflation picked up pace. 

 

Nevertheless, these IOUs of the develop nations, particularly the USA, 

had temporarily spurred rapid industrial growth in the less developed and poor 

nations such as India, China, Vietnam and others. A sizable portion had 

accumulated in the hands of Middle Eastern oil barons. As usual, the new wealth 

of these nations is largely owned by relatively few individuals and these foreign 

holdings constitute the ownership claims on assets and resources of the citizenry 

of the developed nations such as the EU, GB and the USA. This seeming miracle 

of globalization did benefit some of the poorer masses in the developing nations 

but it greatly enriched a few privileged people. It was essentially a transfer of the 

wealth rather than the creation of new wealth, and the transfer was from 

developed nations to the less-developed.  
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The new debt instruments were structured much like an infamous Ponzi 

scheme and likewise unsustainable. At some point, pyramid of debt-money 

unravels and most people suffer. The sheer size of this monstrous debt threatened 

a collapse of the world financial system of fractional banking and fiat currency. 

 

 Consider the economic equation where a nationôs domestic product (Q) 

in terms of prices is related to its money supply (M) and the rate at which its 

money circulates in transactions (V): 

 

  Q = ǋ (M,V) 

Such that the prices or price level (P) times output produced is equal to M times 

V, as in  

  PQ = MV 

 

If we want to know the rate of price inflation, we solve for P and then compute 

the percentage change in P from one year to the next:   

 

  P = MV / Q  

 

Therefore, the price level directly reflects the amount by which monetary growth 

exceeds the real rate of productivity (assuming constant rate of circulation, V). 

However, the static representation infers instantaneous transformation, whereas 

in the ñreal worldò the factor of time inserts dynamics into the process, and 

people react in observable patterns that appear as phases or stages of a 

progression. For all intents, one can think of this dynamic process a being 

sequential. Therefore, the initial result of a rise in the money supply is seen in 

production and consumption increases, and therefore savings and investment 

opportunities. However, after awhile the result of an overly puffed-up money 

supply is price inflation. Attempting to develop a rapidly growing global 

economy by rapidly increasing one or a few nationsô money supplies is a 

pyramid scheme. For example, in the U.S. increases in the most inclusive 

measure of the money supply M3 was running at 7% in 2003; that was far above 

the rate of real growth in the economy (U.S. Federal Reserve Bank of St. Louis, 

2008; U.S. Department of Commerce 2008). By 2006, M3 was increasing at the 

annual rate of 8%, and then the Fed suddenly discontinued reporting M3. 

However, private reports of the M3 measure show that the money supply 

continued to be pumped at even higher rates in 2007 and in early 2008 (U.S. 

Federal Reserve Bank, 2008), and Euro area M3 had also been growing at double 

digits. 

 

As the developed economiesô financial IOUs continue to pile up and 

become the savings of foreigners, the pressure to exchange national currencies 

for real productive resources increases and the money chases after various real 

assets such as natural resources (commodity boom). When it becomes apparent 

that there is not enough resources (at current prices) to satisfy the demand, the 
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prices rapidly rise on expectations and speculation of future price increases, and 

therefore the value of the money in terms of international exchange decreases. 

Most of the people in the developed economies face declining asset value and 

inflation at the same time. Subsequently, debt collateralized financial instruments 

begin to ñunravel.ò That is the unavoidable direction.  

 

How the process is managed determines only whether the outcome 

results in a deflationary depression or spirals into an inflationary recession, and 

each of these directions is a serious disruption in financial markets as people rush 

to protect themselves from the unsustainable economic position. At the very least 

it means recession, and depending on the amount of legerdemain, it can be a 

more protracted global depression. The process is inevitable but the timing can 

be fudged by additional government intervention. Eventually, even without 

regulations to eliminate the pyramidal scheme of IOUs, structural changes occur.  

 

AGGREGATE ECONOMIC GROWTH  

  

Economics can explain how economic growth takes place and what 

determinants are involved. It can explain how certain national economies are able 

to grow year after year while other national economics struggle with insipid 

poverty. Economic theory can also explain how a national economy can 

periodically be encouraged to grow by modestly expanding the money supply in 

advance of productivity (the so-called Keynesian recommendation). However, a 

rapid monetary expansion will outstrip immediate productive capability and 

produce mostly price inflation. That is why economists such as Milton Friedman 

had recommended an automatic steady and constant but modest increase in a 

nationôs money supply of about 3% (Friedman, 1971). For example, if a 

reasonable and technically feasible growth in productivity is three-percent, then 

the money supply should annually increase at nearly the same rate in order to 

preserve a stable overall price level while providing the financial liquidity for 

new investment. Any increase in the money supply above this rate would be 

artificial debt-money, not related to real productive activity and real savings, and 

therefore such money would eventually become inflationary and unsustainable.  

 

What is true for a single nation is true for the aggregate of all nations. 

Therefore, a ñglobal economyò is not different from the summation of all the 

national economies, except in so far as the identification of a global currency. To 

be sustainable, growth in any economy requires a growth in markets, ultimately 

growth in consumer incomes. However, the gap seen between the rich, the 

middleclass and the poor people has become even wider, with the differences in 

per capita income levels being much larger today than they were a century ago 

(Helpman, 2004). Before the óindustrial revolutionò the differences in national 

per capita incomes was not very significant. The income inequalities within 

national economies were relatively stable, with the majority of people working in 

agriculture and a few wealthy who mostly had acquired inheritance by land 
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ownership. Similarly, the gap between the poorer nations and the wealthy nations 

is due to their differences in ability to achieve sustainable growth through 

production, consumption and reinvestment (Rodrik, 2003).  

 

An important process of globalization is developing greater employment 

and higher consumption in the underdeveloped-underemployed nations and 

regions of the world. In business terms, this is developing new markets. While 

this is not feasible everywhere, it has been possible in many of the previously 

underemployed regions. However, it means extracting capital from one or more 

developed nations and transferring it to the underdeveloped area. The transferred 

capital is removed and opportunity for increasing production in the developed 

country unavoidably decreases simultaneously. Products created abroad are 

produced at lower costs and initially are sold at higher profit in the developed 

market economies. Over time, the additional employment in the less developed 

country results in new consumer markets and consequently growth in business to 

business enterprises. Theoretically, the process could continue and reach a 

balance where both the previously developed wealthy nation and the previously 

poor nation were now equal. However, it is necessary to examine how the 

process actually works.  

 

As the markets for labor in the underemployed country expand, the 

wages for labor increase, whereas the relative wages in the developed country 

gradually decrease as capital is transferred. This results in a new balance and 

greater equality between laborers of each country. From a purely egalitarian and 

humanitarian perspective, this would appear to be a desirable outcome. It need 

not be considered utopian but the practical outcome of the expansion of capital 

transferred to areas of greater profitability and in the process gradually increasing 

foreign wages that develop new consumer markets elsewhere.  

 

Of course, it also means that the previously developed nation that 

originally had a higher standard of living for its middleclass will experience a 

relative decrease in its growth rate and a decrease in the standard of living of the 

average employee who represents the regional consumer. The process can be 

somewhat masked by artificially increasing the appearance of new capital, which 

is precisely what happens when a money supply is grossly inflated. Because 

price-inflation is usually a gradual progression it will initially result in new 

employment but eventually the naked truth becomes evident. At some point there 

is an inadequate real growth in overall consumer markets, and then the process 

comes to a halt and reverses. One cannot continue to transfer real capital without 

ultimately reducing payments to the factors of production in the region of 

extraction and therefore consumption and real savings. It is a mathematical 

certainty. Fundamentally, this is all the result of what is loosely called 

ñGlobalizationò and ñFree Tradeò with the U.S. pumping money like water from 

an endless well. Although the U.S. was not entirely alone in artificially 

expanding the money supply, the U.K. and to some extent the EU were also 
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attempting to pump globalization by increasing their money supplies at rates 

much faster than the rate of advancing productivity. It is a process of unregulated 

multinational corporations continuing to invest overseas and therefore less at 

home, with the consequence of decreases in domestic real wages and therefore a 

decrease in savings and eventually decreased consumer spending. During this 

type of process it results in creating the infamous ñasset bubbles.ò These sector 

inflations ultimately peak and then reverse causing havoc in the financial 

markets. 

 

The only hope for continuing the process and arriving at an overall 

higher level of economic development relies on an assumption that some type of 

technological advantage arises. This is the reason behind rhetoric that calls for 

increasing educational opportunities within the developed country or countries 

that lead the process. It assumes that greater intensity of education will result in 

new technological advances that increase overall productivity per worker. In one 

sense it is hopeful, in another it is entirely unknown. Similarly, appeals to be 

more competitive because ñwe now live in a globally competitive economyò are 

ludicrous.  No amount of ambitiously competitive action can overtake the 

absolute advantage of huge labor supplies in countries such as China. 

Globalization awakened a sleeping giant. India may also have a relatively 

insurmountable advantage in its potential supply of labor. Moreover, the idea that 

a previously developed country will prevail in competition, though some future 

technological breakthrough, assumes that the technology will not be equally 

available to the competitor. This also assumes that the pyramidal financial 

structure will not falter and cave before the mysterious unknown new 

technological breakthrough overtakes the downward pressure on the consumer 

market in the previously developed nation. These are very shaky assumptions and 

a financial collapse is all but inevitable under the globalization paradigm. 

 

The expansion created on a basis of newly created money cannot be 

sustained without the intervention of commensurate increases in productivity 

arising from the hoped for technological progress. Indeed, the real problem 

becomes one of global instability as the financial artifice of one or more 

developed nations eventually is unavoidably apparent and the competition to 

maintain advantage results in unstable financial markets. Eventually, this is what 

markets always reveal, the truth prevails. Greed plays a large part in the process 

of a competitive unraveling. Financial managers and the super-wealthy do not 

want to be numbered in the losing category. At some point, there is a furtive run 

for cover. This derails the process of global economic growth by the artificial 

monetary expansion and it causes a painful retrenchment. The largest burden falls 

on the largest economy that is responsible for creating most of the unsustainable 

increases in money supply. From a worldwide perspective, it doesnôt matter 

whether a there is a single global currency or a system of individual national 

currencies. This is because it is the parceling out of real capital that is the actual 
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basis for sustainable economic growth not the rapid increases in money supply by 

monetary artifice. 

 

CONCLUSION 

 
No nation (or group of nations) can absorb a continually devaluing of 

their currency. Ultimately, it would mean the transference of all real wealth 

(natural and productive resources) to the powerful people of other nations. 

Consequently, there arises a time when the devaluation must be reversed or the 

debt obligations defaulted. It is unavoidable for all the same reasons. For 

example, the U.S. government and the private central reserve banks arrived at 

untenable positions, unable to use standard economic stimuli to sustain a national 

economy in the global economic environment they helped create. From the 

standpoint of the federal government, traditional fiscal stimulus in the form of tax 

cuts or increased federal spending reached their practical limits with the annual 

national deficits, pubic and private, running out of control at levels nearing a 

trillion dollars or more per year. From the central reserve bankôs standpoint, it 

could not stimulate the economy to correct a structural problem. Nor could it 

contain inflation without causing or intensifying a severe economic recession 

with global consequences. Lowering interest rates could do little to stimulate the 

structurally-impaired economy, and raising rates in defense of the gravely 

weakened currency would also result in a more serious economic recession. 

Likewise, raising rates cannot contain inflation that is essentially exacerbated by 

importing the primary source of energy. The advent of either outcome would be a 

financial debacle with global consequences. The central bank was also not the 

overseer of the large investment companies such as Morgan Stanley, J. P. 

Morgan, Lehman Brothers or Bear Sterns who were directly responsible for the 

rapid growth of the total money supply. The Federal Reserve Bank was more a 

cheerleader and not the quarterback in the game of new money creation. 

 

MECHANISMS FOR GROWTH  

 
The mechanism for growth by real transfer of capital is possible but 

somewhat slow and a bit painful. It would require relocating actual savings 

(investments) abroad. Nonetheless, the process of encouraging and maintaining 

rapid global growth through artificial monetary expansion is inherently 

unsustainable. Additionally, collapsing financial pyramids reverberate throughout 

the entire economic system and recovery takes many years to be accomplished.  

 

This paper exposes the real engine of the recent globalization, and 

illustrates how the process has been inevitably unsustainable. Global growth has 

been based on over consumption by America, but the nation cannot afford to 

continue to spend more than it produces, year after year after year. Globalization 

has been caused by two factors ï extraordinary debt financing and powerful 

marketing. At the same time, blaming the people for over-consumption is merely 
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a scapegoat. The public has been bombarded with modern marketing campaigns 

and daily advertisements that promise enhancements to life (new fashions, new 

cars, new electronics, new pharmaceuticals, etc.). Simultaneously, the banking 

system has offered the purchasing power to buy now and pay later via the banks 

creating debt-based-money. Americans have been persuaded to save very little, 

and what is saved has largely been contributed to collective instruments (the 

401k plans, the deposits to IRAs). There has been no appreciable personal 

savings beyond these collective instruments. American debt has been 

accumulated in the form of derivatives -- the Collateralized Debt Obligations that 

have been leveraged, parceled and packaged as collateral for securities sold to 

pension funds and offered to foreigners as assets. This debt is simply an artificial 

increase in the nationôs money supply created outside of the formal monetary 

authority (i.e., in addition to the central bank). It has been purposely used to 

increase profits, enrich a few people, and prime the pump of economies of other 

nations. However, all debt must eventually be paid or defaulted. Most Americans 

are not aware that much of their potential wealth has really been transferred to 

foreign ownership, but they are aware that it has become increasingly difficult to 

maintain their usual standard of living. Private debt is defaulting at an alarming 

rate, and the consequence of the process will continue, irrespective of attempts at 

intervention. Many people think that ñgoing greenò will be salvation. They want 

to believe that huge government and private investments in these types of 

projects will kick the U.S. economy into high-gear. Neither of these will produce 

the desired result and maintain the globalization paradigm. The economy is 

shrinking because the bloated financial system is imploding, and it is imploding 

because it was based upon a type of monopoly money, it was unsustainable. How 

could a seriously indebted economy finance large scale green projects? How 

would the severely strapped average consumer spend more when prices are 

increasing and his debts exceed his ability to pay?  Of course, ñgreen is goodò but 

how could the country quickly muster the huge investment necessary to make a 

significant difference? The answer is that the process would need to be much like 

the war economy of WWII when wages increased but rationing was used to force 

real savings instead of consumer purchasing. The savings would be used for the 

new industrial production and deployment of large scale public projects such as 

tidal wave energy and solar energy and perhaps other alternative investments. 

These investments must be public because the model of global growth by 

consumerism is not sustainable. This would mean a significant reduction in the 

former globalization paradigm that was based upon production in the East and 

consumption in the West.  

 

 Some of the motivations behind the unsustainable globalization process 

may have been laudable and others iniquitous.  The compassionate concern for 

masses of people in ñemerging economiesò even clouded the eyes of many 

economists who wanted to believe the process was legitimate, and they evidently 

avoided following the tenets of sounder economic reasoning.  It matters little 

whether the primary motives behind the process were personal greed or 
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compassion and generosity because ultimately it is completely unsustainable. 

Unfortunately, many will suffer the reversal, particularly the middle class 

families of America.  

 

SOLUTIONS TO INSTABILITY  

 
 Significant attempts have been made to prevent most bankruptcies in the 

financial business sector though government óbailouts.ô A major reason has been 

to avoid liquidating the bad investments from the phony growth of the past 

several years. In this way, debtors remain obligated, but creditors receive Federal 

óbailoutô money. In addition, the financial creditors still get a substantial revenue 

flow from interest payments contributed by most of the debtors. That is an 

attempt to keep the profits generated from artificially inflated values, while the 

average consumer suffers the consequences of a decline in their assets. The 

politically powerful have convinced the government officials to intercede on their 

behalf under the guise of saving the pubic from a depression. However, for the 

average citizen there are better alternatives for government fiscal intervention 

that would avoid a depression and directly affect the physical economy for the 

benefit of all the people instead of a few. 

 

  The horrendous problems and suffering that envelope a reversal can 

largely be avoided by a combination of fiscal and monetary policies, but only by 

a very special mix and a systematic approach.  The current approach will not 

work well. The whole world has resorted to huge monetary stimulus as never 

before and subsequently most of the major countries also planned for substantial 

fiscal stimulus. They do this together because if countries re-inflate in isolation 

then they are singled-out and their currency punished, but moving in unison 

protects them from being singled-out. This is very important to keep in mind 

when forecasting the impact of policies for each country.  

 

 Nonetheless, the economic problem is real, and there is a real solution. 

That is the lesson of the Great Depression of the 1930s.  Everyone must 

recognize that it was not the fiscal stimuli that saved the economy, albeit the 

government debt spending softened the depression but also may have been partly 

responsible for prolonging it.  As many have observed, the period of world war 

pulled the United States out of the depression and help the other nations as well. 

What everyone seems to forget is that the war itself was not the savior, but it was 

the combination of  large government spending programs along with private 

savings inducements (consumer rationing) that was the secret to success. The 

government public programs employed most of the otherwise unemployed, but 

the rationing program forced the overall economy to save and devote resources to 

production of not only product for defense and consumption but also durable 

industrial and public infrastructure. It was the administration of this systematic 

program that worked to reverse the economy from depression to real growth. We 

do not need a world war or any war for this strategy to work. We simply need the 
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imposition of the same type of system that was used. Therefore, a large and 

medium-term fiscal stimulus, which is borrowing from the potential future in 

order to build new infrastructure and new industry, must also use a substantial 

consumption restraint to force private savings simultaneously. Otherwise, the 

potential future can never be realized. If the future potential goes unrealized, all 

the borrowing is bad debt and a bankrupt nation. 

 

 The full-employment strategy with powerful saving inducements is a 

solution precisely because it forces full employment and higher current earnings, 

but consumers cannot spend all their earnings immediately (rationing). 

Therefore, the program causes the public to save a substantial percentage of all 

earnings and thereby rebuilds the opportunity for actually increasing the capital 

base over time.  Essentially the process is aimed at producing more long term 

capital goods and public infrastructure rather than promoting the production of 

short term consumables and unsustainable financing.  

 

That is the real solution as revealed by economic analysis and supported 

empirically. This is the only way out of the depressionary contraction caused by 

the financial debt machine. A caveat to the process is that the public spending 

programs must be dedicated to producing things of significant value.  If the 

public choices are made intelligently, the national economies will be investing in 

a better future. It could be a healthy ógreeningô of America and the world at large, 

developing new technologies, scientific innovation and providing impetus for 

solutions to global economic and environmental problems. That depends on the 

quality of leadership throughout the system. History will judge if insightful 

leadership takes place or the opportunity is squandered by another round of 

financial artifice and chicanery. 
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ABSTRACT:  This study examined teacher burnout and its effects on teaching in 

K-12 Classrooms. Teacher burnout involves all elements which make teachers 

vulnerable to suffer exhaustion, be exhausted, and consequently be used up in the 

work place. Several studies show that there is no significant difference between 

teacher burnout in both urban and rural school environments. However, teacher 

burnout has increased over the years due to role stress, professional commitment, 

low salaries, disruptive student behavior, teacher student relationships, extreme 

workload, negative school environment, unclear expectations, and other related 

elements. When teachers are burned out through stress, it shows in their studentsô 

performances; teachersô burnout becomes studentsô burnout; and teachersô stress, 

becomes studentsô stress. Teachers can manage stress through acknowledging 

what exacerbates their stress levels, behavior modification, communication about 

desired student behavior in the classroom, teacher support groups, in-service 

programs and workshops devoted to various forms of relaxation training, 

broadening of school based decision-making powers in all areas of school life, 

planning leisure time, and reducing psychological stress. Consequently, 

educators, students, parents, administrators, and policy makers have to come out 

with remedies which would minimize teacher burnout. 
 

INTRODUCTION  

 

Teacher burnout is related to the demanding job of teaching, thus a hot 

subject especially when we see teachers leave the educational profession within 

their first years of teaching (Santavirta, et al., 2007). Evers, (2002) reporting 

from Ferber (1991) showed that óapproximately 5% to 20% of all teachers in the 

United States will be burned out at a given moment in their career;ò because the 

ñonerous nature of the profession of a teacher is particularly shown in the 

oppressive quantities of stress they experience in their jobò (Evers, 2002). After 

16 years of Ferber (1991) study, teacher burnout continues to be a threat to 

teachersô health and effective teaching. Hence, the purpose of this study is to 

examine teacher burnout and its effects on teaching in K-12 Classrooms by 

providing the meaning of teacher burnout, the causes, the effects it has teachers, 

the remedies, and the implications teacher burnout has on teacher workforce in 

the United States of America? 

 

 

 

 



Journal of Business and Behavioral Sciences 

 
96 

LITERATURE REVIEW  

 
The Meaning of Teacher Burnout                                                                                                      

 

The meaning of teacher burnout was first defined by Freudenberger in 

1974, as ñbecoming exhausted from excessive demands on energy, strength, or 

resourcesò (Anderson et al., 1999). As cited by Anderson from Kyriacou and 

Sutcliffe (1978b), teacher burnout is perceived as ña response of negative effect, 

usually accompanied by potentially harmful physiological changes, resulting 

from aspects of the teacherôs job and mediated by the perception of that job 

demands are a threat and by coping mechanisms activated to reduce the threatò 

(Abel & Sewell, 1999; Harden, 1999). Teacher burnout understood as stress is a 

ñprocess in which environmental forces threaten an individualôs well-beingò 

(Abel & Sewell, 1999). Hence, stress ñdepends on an individualôs cognitive 

appraisal of events and circumstances and on the ability on the ability to cope, 

the end result of a personôs transaction with the environmentò (Abe & Sewell, 

1999).  Studies show that as long peopleôs coping ability is not exceeded, their 

may be no long term effects of stress (Hiebert & Farber, 1984). Friedman (1995) 

showed that teacher burnout could also affect school principals in that they show 

ñ(a) exhaustion-feelings of emotional, physical, and cognitive fatigue, direct 

acknowledgment of being burned out by running the school; (b) aloofness-the 

principal's expressed desire to disengage from teachers, students, and parents; and 

(c) deprecation-having negative attitudes toward teachers, students, and parents, 

belittling their efforts and derogating their abilitiesò (Evers, et al., 2004; Evers, et 

al., 2002; Dworkin, 2001; Frieman, 1995; Harden, 1999). As cited by Harden 

(1999) from Pierce and Molly (1990) there are three aspects of burnout, which 

include: ñincreased feelings of emotional exhaustion and fatigue,òé ñtendency 

for teachers to develop negative, cynical attitudes toward their students,ò é and 

the ñtendency to evaluate oneself negatively resulting in feelings of lack of 

personal accomplishmentò (Harden, 1999; Dorman, 2003; Evers, 2002). 

Therefore, teacher burnout would involve all elements which make teachers 

vulnerable to suffer exhaustion, be exhausted, stress, fatigue, dissatisfaction, 

anxiety, and consequently be used up in the work place (Santavirta, et al., 2007; 

Abel & Sewell, 1999; Anderson, et al., 1999). Teacher burnout affects teachersô 

emotional, physical, mental, and spiritual life. Hence, when exhaustion kicks in, 

all mental power is irrefutably diminished (Abel & Sewell, 1999). Although 

studies show that there is no significant difference between teacher burnout in 

both urban and rural school environments (Abel & Sewell, 1999), it is relevant to 

advance that there are notable differences in teacher stress and burnout between 

urban and rural teachers. Studies indicate that the sources of stress in the urban 

school environment is due to ñin adequate discipline policy, inadequate salary, 

noisy pupils, and too much work;ò whereas, sources of stress in the rural are 

ñinadequate discipline policy and too much workò (Abel & Sewell, 1999; Evers, 

2002).  
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The Causes of Teacher Burnout 

 

The causes of teacher burnout could be innumerable; however, research 

shows that teacher burnout has increased over the years due to role stress, 

professional commitment, low salaries, disruptive student behavior, teacher 

student relationships, extreme workload, negative school environment, unclear 

expectations, inordinate time demands, inadequate collegial relationships, large 

class size, lack of school supplies, materials and resources, isolation, fear of 

violence, drugs, role ambiguity, limited promotional opportunities,  student 

apathy, demands of national curriculum, lack of administrative support and 

involvement in decision making, job dissatisfaction; and other related elements, 

such as too much paperwork, demands of after school time, deterioration of 

classroom learning environment (Abel  & Sewell, 1999; Harden, 1999; Kaufhold, 

et al., 2006; Pearson & Moomaw, 2005). When teachers are burned out through 

stress, it shows in their studentsô performances. Thus, practically, teachersô 

burnout becomes studentsô burnout; and teachersô stress, becomes studentsô stress 

(Geving, 2007). Teachers can manage stress through acknowledging what 

exacerbates their stress levels, behavior modification, communication about 

desired student behavior in the classroom, teacher support groups, in-service 

programs and workshops devoted to various forms of relaxation training, 

broadening of school based decision-making powers in all areas of school life, 

planning leisure time, and reducing psychological stress (Botwinik, 2007; 

Santavirta, 2007; Yu, 2005; Williams & Poel 2006). Consequently, educators, 

students, parents, administrators, and policy makers have to come out with 

remedies which would minimize teacher burnout (Yu, 2005; Pienaar & Van Wyk 

2006; Betoret , 2006; Frey & Young, 1983 ).  

 

The Effects of Teacher Burnout 

 

The effects of teacher burnout are far reaching. Studies show that 

teachers who over a long period of time are under stress could develop ñmental 

and physical illnessò and this could ñimpair the working relationships between 

teachers and students as well as the overall quality of teachingò (Abel & Sewell, 

1999). Evidently, ñteachers often lower their level of time and energy in job 

involvementò (Abel & Sewell).  Teachers continue to show ñdiminished job 

satisfaction, reduced teacher-pupil rapport and pupil motivation, and decreased 

teacher effectiveness in meeting educational goalsò (Abel & Sewell).  In the 

bigger part, teacher burnout will be characterized by emotional exhaustion, 

depersonalization, reduced personal accomplishment (Dorman, 2003; Abel & 

Sewell, 1999).  Abel and Sewell (1999) study illustrates that ñEmotional 

exhaustion includes increased feelings of depleted emotional resources and 

fallings of not being able to provide oneself to others at a psychological level;ò 

whereas, ñDepersonalization occurs when an individual develops negative 

attitudes toward students because of depleted emotional resources.ò Lastly, 
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teacher burnout leads to ñsuppressed feelings of personal accomplishment and a 

negative evaluation of oneselfò (Abel & Sewell, 1999). 

 

The Remedy for Teacher Burnout 

 

The remedy for teacher burnout is manifold. Owing to the fact that the 

amount of stress inflicted on teachers is job related, ñPublic school administrators 

need to focus on their teachersô level of stress and symptoms of burnout, which 

can be different in rural and urban school systemsò (Abel & Sewell, 1999). 

School administrators as custodians of every school in K-12 educational 

experience, community leaders, teachers, and parents need to think seriously 

about the health wellbeing of teachers ( Pahnos, 1990; Frey & Young, 1983; . 

This need is real because, first, ñEvery day, teachers make important decisions 

about children that affect their experiences, attitudes, and learning experiencesò 

(Anderson et al., 1999).  Second, ñIf occupational stress affects teacherôs 

performance, absenteeism, professional composure, and personal feelings toward 

children, then it is important that teacher stress be controlled to maximize the 

educational experience of childrenò (Anderson, et al., 1999). The studies have 

shown that teacher burnout is detrimental to the teachers themselves and to the 

teaching profession, and the learning of the students. Hence, we need to 

conspicuously and a conscientiously plan in dealing with teachers. The perceived 

problems of new teachers are evident, and the remedy is to develop a strategic 

approach of meeting problems faced by new teachers such as discipline in the 

classroom, individual differences, assessment of studentsô work, relationships 

between parents and teachers, dealing with individual student problems, 

organization of class work, motivation of students, and materials, we are 

promoting a profession which ñeats its youngò (Veenman, 1984; Scherer, 1999). 

We need to take new teachers seriously by providing formal teacher training, and 

implementing state mandated induction programs (Scherer, 1999). Certainly, 

ñmore states are mandating induction programs than ever before and more urban 

districts offer some kind of support to beginning teachers usually in the form of 

mentoring (Scherer, 1999, p.3). If K-12 school system is going to provide a better 

beginning, ñSupport is essential to retaining new teachers, but the ultimate goal 

of beginning-teacher induction must be the development of professionals who 

can help complex learning happen for studentsò in the classrooms. Scherer 

(1999) suggests that schools should support teachers by: 1) linking support and 

assessment through learning which incorporates teacher induction, support, 

development and assessment of studentsô work (p.4); 2) providing support by 

showing ña responsive stance toward beginning teachers whose problems, needs, 

and concerns justify the existence of mentor teachers and other support 

providers,ò (p.4); and 3) using varied types of support such as instructional, 

psychological, and development. Instructional support, which incorporates 

subject matter knowledge, skills, and teaching strategies necessary for success in 

the classroom, should be provided to new teachers. The psychological support is 

needed because it includes a sense and ability to deal with stress (p.5). Constant 
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development is necessary because in it involves teachers teaching and learning 

how to teach through everyday classroom experiences (p.5). There should be 

established ways of handling the anticipation, survival, disillusionment, 

rejuvenation, reflection, and anticipation (Scherer, 1999, p.19-22). Finally, 

Dworkinôs (2001) study shows that ñburnout is a malady of human service 

professionals who are denied professional autonomy, status, and respect;ò hence, 

we need to bring favor and meaning into the teaching profession by empowering 

teachers, providing social and organizational support, allowing them to express 

autonomy in teaching the whole curriculum, improving their social status by not 

introducing new tests but increasing their salaries, encouraging individual effort 

of teachers, and respecting them as leaders and daily educators of the 21st century 

leaders of our great nation (Pienaar & Van Wyk, 2006; Pearson & Moomaw, 

2005). Since most of scientific studies conclude that ñteacher stress is related to 

social, political and educational changes transforming the meaning and the 

orientation of the work of teachers in education,ò teachers  need to ñ adapt 

themselves to the social changes, generally restructuring their roleò (Esteve, 

2000). This means, although we are expecting administrators, education leaders, 

community, and parents to create a teacher constructive teaching environment, 

teachers themselves need to change their perception of their responsibilities as 

creative educators. The changes created by the No Child Left Behind, State 

Standardized curriculum requirements, teaching to the test, and many others to 

come; should not thwart teachers from being innovative in teaching out of the 

prescribed box. This calls for the teachers to be well versed with creative 

pedagogical skills for all students, have knowledge of the subject matter, know 

how to monitor learning, effectively assess student learning, learn, reflect, and 

unlearn mediocre teaching ways, and consequently grow to be an effective 

educator throughout the teaching and the learning experience in and outside the 

classroom.  

 

The implications of teacher burnout on teacher workforce in the United States 

of America 

 

The 21st century teacher workforce in the United States of American will 

also need to adapt the servant leader model, which challenges us to embrace the 

greater role of in humanity (Herman & Marlowe (2005). In this model, teachers 

would model meaning in life to students, go through a paradigm shift of mindset 

which does not expect ñobedience to authority,ò create a desire of serving others 

first, be filled with a ñnatural feelingò of serving others (Herman & Marlowe, 

2005; Page, 2000; Crippen, 2005). On the other hand, when teachers take their 

leading role as educators, school leaders and community need to see to it that 

they create school environment which embraces the psychological wellbeing of 

teachers, safety in the classrooms, love, and enhancement of teacher self-esteem 

(Maslow, 1970; Herman & Marlowe, 2005). In addition to encouraging and 

promoting teacher empowerment, teacher autonomy triggered by job satisfaction, 

authority to make key decisions about the services teachers give, teacher pay, and 
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other non-monetary benefits, we should cultivate intrinsic motivation of teachers, 

such as ñthe desire to help students achieve, the desire to make a difference in the 

society, and the sense of accomplishment felt when they see a student learnò 

(Pearson & Moomaw, 2005). Botwinik (2007) writing on Dealing with Teacher 

Stress suggested that teachers cannot be teachers, parents, and mentors of the 

students at the same time, thus they should set a limit on what they can do and 

cannot do. Further, teachers are advised to focus on the rest of their lives and 

family when they leave school; stay physically active; develop a sense of humor; 

get professional recognition outside the classroom; consider a change of teaching 

career, even if it means a simple change of grade level; take mental health day 

and do something special for themselves; take care of themselves physically; 

consider retail therapy ï also known as shopping; form a support group in their 

schools; get school calendar and mark off all the holidays; organize their 

classrooms and paperwork so it is easier for them; and set up a buddy system 

with someone in their grade level or subject area for the purpose of sharing ideas 

(Botwinik, 2007).                                  

 

THE RESEARCH DESIGN 

 

This study utilized the interpretive/constructivist research and 

quantitative paradigms. In the interpretive/constructivist research paradigm, there 

was an examination of studies related to teacher burnout. Scholarly journals and 

books addressing teacher burnout were analyzed, and the ideas interpreted and 

synthesized. With the quantitative research paradigm, a purposeful sampling 

which incorporated critical case sampling, criterion sampling, and theory-based 

or operational construct sampling was conducted (Mertens, 2005; Patton, 2001; 

Taylor-Powell, 1998; Salant & Dillman, 1994; Patton, 1990).  A questionnaire 

comprised of 15 items (variables) which research show as possible major 

predictors of teacher burnout in K-12 educational system was served to 37 

willing participants (n=37), who were practicing teachers in the Riverside and 

San Bernardino counties, with an average teaching period of 8 years. These 

teachers responded rating strongly disagree, disagree, neutral, and strongly agree; 

as indicated in the 15 possible major predictors of teacher burnout which 

included: 1) demand on teachersô time; 2) inadequate support from other 

teachers; 3) large class size; 4) lack of supplies, materials, and sources; 5) 

isolation; 6) fear of violence; 7) role ambiguity; 8) limited promotional 

opportunities; 9) lack of support and involvement in decision making; 10) student 

behavior problems; 11) lack of autonomy in the classroom; 12) lack of job 

satisfaction; 13) lack of motivation; 14) lack of parental support; and 15) working 

too hard for a small salary.  
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THE FINDINGS AND THE STATISTICAL ANALYSIS OF THE STUDY  
 

 The results of the statistical analysis in table 1 and chart 1, showed that 

76% of teachers strongly agreed that demands on their time at school is a key 

source of teacher burnout; whereas, 19% of teachers showed that they were 

neutral about the same issue. The results showed that 62% of the teachers 

strongly agreed that class size was a key indicator of teacher burnout; whereas, 

19% were neutral, and 16% disagreed. 
  
Further, 54% of teachers strongly agreed that lack of supplies, materials 

and resources was one of the major indicators of the cause of teacher burnout; 

whereas, 27% were neutral, and 14% disagreed, and 8% strongly disagreed. 
 

Table 1: Indicators of Teacher Burnout 

 
Strongly 

Disagree 
Disagree Neutral 

Strongly 

Agree 

Demands on teachersô  time  11% 19% 76% 

Inadequate support from other 

teachers 
5% 27% 41% 27% 

Large class size 3% 16% 19% 62% 

Lack of supplies, materials and 

resources 
8% 14% 27% 54% 

Isolation 11% 32% 38% 14% 

Fear of violence 19% 38% 30% 14% 

Role ambiguity 11% 24% 54% 11% 

Limited promotional 

opportunities 
8% 22% 57% 22% 

 
 

 

Chart 1: Indicators of Teacher Burnout 

 

 

 
 

    

     

    

 

 

 

 

 

 

 

 

 

 




