Massive Open Online Courses
(MOOCs): not disruptive yet,
but the future looks bright
Deloitte predicts that by 2014, student registrations
in Massive Open Online Courses (MOOCs) will be up
100 percent compared to 2012 to over 10 million
courses, but the low completion rates mean that less
than 0.2 percent of all tertiary education-equivalent
courses completed in 2014 will be MOOCs. The growing
awareness of online education will force educational
institutions to increase investment in this area, drive more
acceptance of online education as it becomes accredited,
and increase adoption by corporate training groups.
The idea that MOOCs will cause imminent disruption
of the existing tertiary education market (also known
as higher education or post‑secondary education)
appears frequently in the media, with over fifteen
thousand articles on the subject published in 201352.
While this hype creates interest, most large educational
institutions will experiment with MOOCs, but they will
not disrupt education significantly in the near term.
Enterprise training and continuing education looks likely
to be the fastest adopter of MOOCs, with significant
growth in 2014 and 2015. Although the for‑profit and
not‑for‑profit tertiary education market is the largest, at
$400 billion per year, the corporate skills development
market is not small, at $130 billion annually53.
Predictions normally looks only at the next
12‑24 months, but there appears to be a “perfect
storm” of conditions that could make MOOCs a major
factor by 2020, representing over 10 percent of all
courses taken in tertiary and enterprise continuing
education. We discuss this perfect storm after exploring
the state of MOOCs in 2014.
Alternatives to in‑person education are not new:
arguably the first occurred in 1895, in the shape of
correspondence courses distributed by mail. In 1921,
courses were offered over the radio. In the 1950s,
televised courses emerged, and in 1962 Stanford offered
the first course on a computer network54. Now, most
universities and colleges offer at least some courses
online, many governments offer training courses
over the Internet and more than 75 percent of large
organizations use online courses as part of their ongoing
employee training processes55.

How are MOOCs different? They are massive, with
potentially millions of users. And they are open:
available to anyone, often for free or at minimal cost,
much less than a traditional university or college course.
Today, when a tertiary educational institution offers a
first year physics course online, it is typically available
only to students who have been admitted and enrolled
in that school and the tuition is the same as for the
traditional version. MOOCs are more efficient because
they avoid duplication of effort: first year physics courses
tend to have very similar content at every university,
which means MOOCs could be used to make a single,
well‑designed online version available to anyone, for a
relatively low fee.
Online training courses on spreadsheet use are common
at accounting firms, but tend to be restricted to a firm’s
employees. However, spreadsheet skills are fairly universal:
what if a single, extremely well done spreadsheet
course was available to anyone? Enterprises are already
beginning to adopt MOOCs for this kind of training.
At the moment, one of the biggest differences between
traditional education and MOOCs is the completion
rate: one survey found that 93 percent of students who
register for a MOOC fail to complete their prescribed
course of study56. By contrast, most people taking a
university course or corporate online training course
want to complete it, need to complete it, and keep
trying until they pass.57 There are exceptions, with
some students only “auditing” a course for the sake
of learning, but this is rare. Even at universities where
dropout rates of 50 percent make headlines, students
are still completing their education at a rate seven times
higher than the average MOOC.
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Mooc completion rates ‘below 7%’, Times
Higher Education, 9 May 2013: http://
www.timeshighereducation.co.uk/news/
mooc-completion-rates-below-7/2003710.
article That being said, the analysis of MOOC
completion rates is complex. First, there
are no truly global studies, merely samples
representing less than one percent of all
courses taken. Second, completion rates
amongst those that have enrolled into the
course may not be the best measure to assess
MOOCs’ success. If the number of students
who watched at least one video is used as the
denominator (instead of those who registered,
and then never watched even one video), the
completion percentage climbs to 15 percent.
Further, if the assumption that only students
who complete at least one assignment (even
a short quiz at the end of the first lesson)
should be considered serious enrollees, the
completion rate skyrockets (for one MOOC,
at least) to 48 percent: For more information,
see: MOOC Attrition Rates – Running the
Numbers, The Huffington Post, 25 November
2013: http://www.huffingtonpost.com/
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students’ help drive the completion rates
higher, they would shrink the number of
students that MOOCs claim to have by at
least 80 percent.
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Why is the MOOC completion rate so low? Not
because courses are not enjoyable. One study found
that 91 percent of students ranked their MOOC as
good, very good or excellent – even though only four
percent of those who registered ended up completing
the course58. Nor is it that MOOCs don’t teach subject
matter well enough: one experimental Artificial
Intelligence course at Stanford was also offered as
a MOOC, and 410 online students got better marks
on the final exam than any of the in‑person Stanford
students.

Some governments consider enrollment in tertiary study
as a factor when providing social assistance benefits and
many don’t require repayment of student loans as long
as such study continues65. Also, some jurisdictions offer
tax benefits or military exemptions related to student
status66.

Other studies provide early evidence that MOOCs lead
to equivalent educational outcomes59. Also, MOOC
pedagogy is still in its relative infancy: traditional
university courses have had centuries to perfect their
teaching and learning methods, compared to less than
five years for MOOCs. It appears that, at present, the
vast majority of MOOC students that register have goals
other than finishing the full course.

Employers often require formal levels of tertiary
education for new hires, or as part of re‑training or
on‑the‑job learning. Requirements can range from full
graduate and undergraduate degrees and professional
designations to two‑year diplomas or even completion
of single courses. In 2013, only a few employers
recognized MOOCs completed and passed as meeting
these requirements68. Also, many enterprises are
reluctant to accept MOOCs as full degree substitutes:
according to one survey half of employers would not
consider hiring someone who had earned their degree
completely online69.

Some might be trying out the MOOC format; some
might be merely curious. But the number one aspiration
is “to learn more about a subject area,” not to complete
a prescribed curriculum60.
Given this crucial fact, MOOC registration numbers in
the millions need to be viewed in context. There are
approximately 100‑125 million students enrolled in
traditional tertiary and corporate education globally,
many of which are taking and completing the equivalent
of eight to 10 courses per year, resulting in around
one billion non‑MOOC courses completed annually61.
While the top‑line growth in MOOC registrations looks
impressive, Deloitte predicts that MOOCs completed
will represent less than 0.2 percent of all tertiary62
courses completed in 2014. This suggests that MOOCs’
near‑term disruption of the $1.5 trillion global market
for tertiary education63 will be minimal.
So, after all the media hype, why haven’t MOOCs
created more disruption yet?
Despite the view that ‘education for education’s sake’ is
a good thing, most people expect something tangible
in return for their investment of time and money.
Although tuition costs vary widely, fees for tertiary
education in mature markets such as Canada, the UK,
and the US are typically around $10,000 per year64.
So a free or low‑cost MOOC course offers enormous
savings. But in 2014, completing a MOOC course and
receiving the course credit carries less weight than
passing a traditional or university‑sponsored online
course: in many cases the credit the student receives is
not considered a proper “credential” by the institutions
that care most about education.
To enjoy success with tertiary‑level students, MOOC
course credits need to be fully recognized by some or all
of three different groups: government, employers and
educational establishments.
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In 2013, governments were just starting to debate
whether enrollment in MOOCs would satisfy these
kinds of requirements67, and it could be years before the
debate is settled.

However, not all education is degree level.
Many employers, from web portal companies to steel
pipe manufacturers, are enthusiastically adopting
MOOCs for internal corporate needs70. In fact, one
survey found that 70 percent of companies are
interested in MOOCs for corporate training, and
31 percent have active plans to use them71.
Traditional educational institutions are taking a much
more conservative approach to recognizing MOOCs: in
2013, it was estimated that very few accredited tertiary
educational institutions accepted MOOC credentials,
and few students even bothered to take advantage of
such credits72.
Education is a source of revenue for traditional
education institutions, but is a cost for governments
and enterprises, so it’s not surprising that they might be
more eager to accept MOOC credits than are universities
and colleges, who may see low cost MOOCs as a threat
to their business model.
Some early evidence suggests that MOOCs do not lead
to inferior educational outcomes73, so credentialing is
likely the biggest impediment to MOOCs becoming truly
massive. Resolving this issue might be all that is needed
for MOOCs to achieve their disruptive potential.
The Long Term
There appears to be a confluence of major trends
and conditions that will likely lead MOOCs to cause
disruptions for students, governments, the educational
industry, the pace of innovation, continuing education,
the digital divide, and society at large.
Cost of education to individuals. The single biggest
driver of MOOCs adoption is likely to be their relatively
low cost relative to traditional tertiary education: this is
a trillion dollar issue over time.
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While there are many different models for how students
pay for tertiary education, in countries where students
pay for a significant portion of tuition and books, the
cost of traditional education has been climbing much
faster than inflation: in the US, for example, since
1985 the consumer price index has risen 115 percent,
while college tuition has risen almost 500 percent74.
The money that students can earn at minimum wage
has not kept pace, therefore US student loan debt
has gone from just over $200 billion in 2003 to
almost $1 trillion in 2012 while other lending, such
as auto loans and credit card debt have stayed in the
$600‑800 billion range each over the same time frame75.
This sharp rise in student debt would be less of an
issue if it positioned students to find jobs that paid well
enough to repay the loans. Unfortunately the reverse is
true: the cost of public four-year college tuition and fees
in the US is rising faster than the average earnings of
full time workers aged 25‑34 with a Bachelor’s degree
only: 72 percent growth in tuition since 2000, versus a
15 percent decline for earnings over the same period76.
Skills half‑life is shortening across industries. In the
past, a skill learned often created value for a lifetime.
In contrast, the hundreds of millions of workers
worldwide whose jobs either have been outsourced to
a low‑cost country or supplanted by new technology or
robotics need to learn new skills. And it’s not just older
workers who need retraining: the pace of technological
advancement is such that the programming techniques
computer students learn in first year might already be
obsolete by the time they graduate, only four years later.
Cash‑strapped governments and re‑training.
Obsolete skills translate into lower productivity and
higher and persistent unemployment rates – both issues
of great concern for governments at all levels.
Broadly speaking, in the wake of the 2009 global
economic crisis, many governments can’t afford to
re‑educate the 20‑40 percent of their older workforce
that requires it (let alone students who graduated
in the last year) in traditional bricks‑and‑mortar
universities, colleges and technical/vocational schools.
Governments need a more cost‑effective solution for
re‑training: MOOCs seem likely to be one possible more
cost effective solution.
Advances in online education/pedagogy. Education,
both online77 and in person, is moving away from the
“sage on stage” approach78. “Flipped learning” is a new
approach based on the idea that traditional tertiary
education has it backwards. Instead of a professor
lecturing to passive students, who then go home and
struggle with material unsupported, students view
lectures at home, and then come to class to get help on
assignments from the professor in person. Recent data
suggests that over 80 percent of professors who are
using flipped learning believe it improves their students’
mastery and retention of information79.

Flipped learning is possible in traditional schools, but
because the technique is based on recorded lectures
distributed over the Internet, it is particularly suited to
MOOCs.
Push vs. Pull. Traditional education is a lot like
traditional TV: students show up at scheduled times
for lectures and write exams at even more rigorously
scheduled times. As younger viewers transition from a
world where content is pushed to one where they pull
content towards them, we are likely to see students
embrace MOOCs that allow them to learn what they
want, when they want. Also, younger viewers often
don’t lock themselves into specific channels, viewing
patterns or fixed schedules, but might consume video
in small chunks and clips, or perhaps might go on a
binge and view everything at once. In the same way,
they might acquire education in ways that differ from
traditional tertiary education with its clearly defined
curriculum and end point. In this new world, completion
rates might be less meaningful.
Big data/analytics/granularity. As the cost of education
rises, it becomes increasingly necessary to measure
its effectiveness. At a national level, across millions
of students, measurement and analysis of education
outcomes tend to be partial, slow and coarse.
Even collating final exam results from hundreds of
institutions takes weeks to months. In contrast, analysis
of MOOCs can use modern big data tools to run
real‑time queries – not just of every mark for every
assignment and every test for every student – but even
looking at text or lectures while students are reading
or viewing them, and then examining specific passages
that are being replayed, which might indicate they
are poorly written or hard to understand. In this way,
educators could use real‑time data to improve MOOCs
on a daily basis80.
Technology. Robust Internet, pervasive broadband
(landline and wireless) powerful connected devices,
powerful collaborative software tools, as well as big
data tools and analytics will all make the MOOCs of
2020 even more potentially effective and disruptive than
in 2014, especially outside the developed world.
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Bottom line
MOOCs are a fast‑growing trend in the educational landscape. In the short term, MOOCs aren’t a
threat to traditional tertiary education providers, and in fact might never be a threat, even in the long
term: MOOCs and traditional education might not be a zero‑sum game. People whose primary learning
motive is certification or in‑person networking might still pay the higher cost of traditional programs.
However, providers of MOOCs are branching into new business models. In addition to the revenue from
providing fee‑based platform services to traditional universities, MOOCs are currently collecting modest
fees from certification options, as well as from partnerships with employers to provide targeted learning
programs, which might become material in the medium term if the enterprise MOOCs market is the first
to take off81. The US Department of Education’s decision to provide funding based on demonstration of
competencies rather than hours spent in the classroom suggests that at least one government is willing to
start endorsing non‑traditional education approaches in the face of mounting pressure to do something
about the looming student debt crisis82.
MOOCs don’t provide the same on‑campus experience and social component as bricks and mortar
institutions. However, the percentage of students over the age of 25 is increasing faster than the
percentage of students under the age 25 as life‑long learning becomes a requirement for continued
employment83. These older learners might be less interested in the campus experience that is so appealing
to 18‑22 year olds, and might prefer being able to learn on their own time and turf: particularly as the
perceived isolation of online learning is mitigated by new social media elements. MOOCs seem well
placed to meet the needs of the next generation of learners, who are increasingly disillusioned with the
idea that a degree is necessary for success84, more comfortable with multi‑media content delivery, and
increasingly averse to student debt.
While MOOCs might not be a significant presence in the traditional for‑profit tertiary education market
today, colleges and universities need to take the MOOCs threat seriously and learn how to harness it,
much like traditional media and music companies have benefited from embracing digital content.
As MOOCs become larger and better credentialed, they could become a disruptive force, especially
because of how cross subsidization works in for‑profit tertiary educational institutions today. The current
financial model for most high tuition tertiary education is that courses in the first and second year tend to
be very large (with thousands of students in a lecture hall listening to a single professor), while third and
fourth year classes are very small (less than 50 students). Yet the tuition is the same because the first two
years effectively subsidize the cost of the final two years. However, MOOCs seem particularly well suited
to replace first and second year classes. If students take those classes through MOOCs, and then transfer
into a traditional tertiary school for the final two years, colleges and universities may become almost
entirely uneconomical, unless they raise tuition for the later years to reflect their true cost (more or less
double the current levels.
One of the key positive aspects of MOOCs is the educational opportunities they provide to those who
would otherwise not have access to tertiary education, due to factors such as cost, distance, language,
and the need to work. MOOCs can be a game changer in those instances, and in developing nations
won’t have the same kind of installed base of incumbent educational institutions to compete with for
credentialing status. Also, there is an opportunity in those nations for governments to support MOOCs in
the same way public universities are supported in many developed countries.
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