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ABSTRACT

Following the presentation of a marketing management paradigm for higher
educational institutions, this paper discusses some aspects of the pricing
policy orocess in colleges and universities. A &tatistical model of the
college choice process is developed and some empirical results related to the
effects of price, among other féétors—, on the college choice decision making
behavior process of high school seniors are presented and interpreted. The two
most important Factors affecting the college cholCe process are seem Eé be
college quality and price related considerations. Marketing implications of




INTRODUCTION

facing higher educational institutions represent a substantial challenge to
the viability of many universities and colleges. Declining enrollments create
existence of institutions. AS a "solution" to this enrollmernt problém, many
-colleges and universities have bequn to turn to marketing approaches-and
techniques to help strengthen and more fully understand the demand side of the

While there have been many advocates sﬁggééﬁiﬁé that colleges should
embrace the letter and spirit of the markééing concept -- see, for example, <}
‘Rrachenberg (1972); Fram (1973) , Gorman (1974), Chapman and Van Horn (1974) ;
KéEléé and Dubois (1974); and Kotler (1975; pp. 344-364; 1976) —- relativei§

v
3

little practical and empirical work is available te specifically assist
university administrators in the area of more effective and efficient
management ‘of the admissions/recruitment function. kecentlz; hHowever, an
empirical tradition has begun to evolve with regard to réséarchihg some of the

competitive market considerations. §omé/éxampiég'of-such empirical research
would inciude Yaw (1973), Chapman (1974b). Sullivan and Litten (1976); and

Hise and Smith (1977).
In thinking about the demand side of the enrollment picture, there are two
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key researcherable question ari sés-.how'do tudents choose among college
Whtie the former question (the college choice set fo;matlon process) is
largely still ‘a grey area due to sparse research efforts, the latter question
{the college choicé Srocess) has seen mucb research effort directed toward ie.
Examples of such iééééféﬁ on the college choice aééiéion making behavior of .
high school seniors can be fourd in Spies (i§7§), Hopkins, Massy, and Curry
(1974), Radner and Miller (i975 7 and Kohn; Manski; and Mundel (]976)’

' Unfortunateiy, alil of these research efforts have been nampered either by
inappropriate statistical“modélllhg technigues or by a lack of éémpiété data

(typically, financial aid data) on the college choice process. For a detailed

critique of these and other related studies, se& Chapman (1977).

The main purpose of this paper is to present some statistical results from
a study of college choice decision making behavior. Since the statistical
model employed is theoretlcally defen51ble and .the avaiiabie data were

complete (particuiariy with reSpect to the financial aid varlables)' the
P B
results reported here would seem to be the first definitive emplrlcal results

available on the college choice decision making behavior of high school -
seniors.

The next section of this paper presents a conceptual framework for v igwiig
the admissions management process in educational institutions: A discussion of
some of Eﬁé dinensions of pricing policy in educational iagtitutioné, with
statistical médel of ééiiégg choice decision making behavior is motivated -and
formulated, and éﬁéiricai results for estimating the model on a éaméié of data




A MARKETING MANAGEMENT PARADIGM E‘OR BDUCATIONE\L INSTITUTIONS

.

As a framework for viewing the marketing management task in any
organization, consider the following paraligm as developed by Kotler %971' |

A

p. 16): 7
“Marketing management Seeks to determine the best simultaneous™

ééEEiﬁgé of various marketing decision variables under their
_\

. narlables not under their control (the economy; éompetiEiVé

activity, technﬂlogy, and so on) and various constraints that

will maximize the flbm s long run utlllgy functlon as defined

over a set of goalmvagiables;"

Within the educatlonal 1nst1tutlon env1ronment, tke key components of this

=< Goal variables would include aggfegate measures of student guclity,

¢

‘number a"na kind of students;, and the net tuition revenues (net of

scholarshlps and grants) generated by such enrollments.

== The utility function would refer to the wethod by which .the tradeoffs

among conflicting g"o'a'is would be resotvec. Often this involves a
constraint placed on the minimum quallty of a student to be con51dered
for adm1551on. This is a dlstlngu1sh1ng feature ol educatlonal
institutions as sellers of a service. €Colleges do not al:row éVéEy

individual who desires to consume the service (and who tas the money to

~

misw Al ass e adcccdmal LA amakiialler cmavabkhans bla sSAwverdimm



gxéﬁpiifiéa best by medical schiools which have very limited én-ollient
| capacity), organizationally imposed limitations on marketing budgets,; class
mix constraints, and ethical considerations such as the financial need
“principle (for determining whether an individual student receives financial-

N

aid) :’

- Matketing‘décision variables. include components of pricing, promotion and
M
communications activities, and product gualities/characteristics decisions:
* Included within the product decisions would be the range of academic |
programs and the characteéristics of. the programs offered {such as course

structure and content; academic standards; and the like) by a school: These

i

variables are.within the control of the college and.may be manipulated to
maximize the college's "util.ty".

-— Environmental variables iﬁélﬁaé;Eﬁé actions of .competitors; the

characteristics and préféréﬁCés of the various student markets, and the
actions of federal and state governments in the form and quantity of the
financial aid ﬁadé;avéiiabie:tsvcoiiege—going studeﬁts. ;
In principle, if we kﬁéw"thé var ious interrelationships among the:
ﬁéfkéEiﬁé-éééiéE@ﬁ variables and the environmental variables and if we could
quantify the coiiégéis-goai variables, utility function, and constraints, the

marketing management task could be simplified to solving a mathematical

1

programming problem._ Unfortunately (or perhaps fortunately!), there are a

number of complicaticns that seem to render this, per se, an insolvable

problem. Some of these complications would seem to include the following:




resporisible ¥or the demand side of the'énroiimént picture. ‘

-- Measurement problems mask the éffééfé of individual controllabie EeéiSiéh
variables. Data on what is h.ppening in the student market are generally
hard to come by without a sustained and substantial marketing research

== The mérkéting‘éécisibn variables interact. Hence, confounding effects ﬁeké
‘iE”Géf?"afffiéb'E to 1§615Eé tne influence of any iﬁ&iﬁ%&ﬁéi decision
‘variable (su;h as éricej on student demand.

-- Difficulties arise in attempting to monitor the eiterhEiJéhV{fdhméht.
Céﬁééiiiéféi ééﬁﬁiéf-ééfkéiiﬁé §EEéEé§;é§ and tactics are difficult E6
monitor before they are ac tually 1mplemented |

-— Marketing, per se, is sometxmes vxewed with dtstaste within the aeademy

While thls marketing management paradlgm faces some obv1ous difficulties

a useful conceptualxzatxon of the task of market;ng managers: in particaiar;
"this paradigm describes the rangz of concerns to which the admissions and
recruitment management Functions in colleqges and universities must be

oriented. Of the marketlng decision variables é% the control of a schooil,
pr1c1ng pollcy seems to oréSént both the greatest problems and the greatest
opportunxttes; In the next sectton; some aspects of the role of pr1c1ng

policy ‘in educational institutions are discussed.

B




PRICING POLICIES IN HIGHER EDUCATIONAL INSTLTUTIONJ

‘Universities; as one prime Function; market higher education’ to Studénts .
at;the price ©¢ tuition. with aggrégate student demand éecréasing; private

universities face a partxcularly difficult prtcrng competxtlon problem w1th
\ t

Prlvate colleg es and un1vers1t1es; in particular; face two sertous; if not

: fad

crrtlcal; Issue5°'(1) how to establish enrollment objectives; and, (2) how to
.0 . : . )

acnieve enrollment objectives.

Any discussion of enrollment objectives for a university immediately

presents a paradox. Over the pdst few years, many private universities have .

attributed thair deficits, at least in part, to declining enrollments. At
the same time; in conversations with donors; students; and the pubiic, most

universities stress the 901nt that the average cost of'educatlng a student far

exceeds the amount of tu1tlon. In such a sxtuatton, a good businessman might
reasonably conclude that the way to eliminate the dificit is o get rid of
the students. Yet, most universittes are hard at work maintaining ot

»

attempting to increase anrollment: .-

This paradox has a number of explanations. In the short run, universities
are, of coursel;cohce?ﬁeé<hot with average cost but with the marginal revenue

ané’cost/aSSOCIQted with incremental students: The marglﬁal revenue is equal

to tuition or, for those students rece1v1ng financial a1d to tuition less any

internally funded shholarships aha grants. For schools with recent enrollment

declxnes, marginal costs are close to zero. FaC111t1es ranging from classrooms

to computer centars already ex15t with ex-~ess capacxty and 11tt1e; if any;



the short run, privafe universities and.coiieges see a large incentivé'to
4
enroll enough students to fully utlllze ex1st*ng facuity and fatllltlec

,r

“In the long run, these arguments 5§saopear. Facggltles wear out, facuity

" endowment are typlcally restricted to student—related programs. Flnaliy, much

income from the government dxrettty ( d 1nd1rect1y in terms of research

contracts) depends;on student-related missions of the univer51ty. |
Thus, in both the short and the long FUH, uUniversities may rationally

'decide to increase or maintain enrollment: Tﬁé'kéy éaaiééiané maﬁagement

namely, how are the school's éhrdllmeht bbjeetiVés to be attained:

The concept of marketing and admissions planning has separate connotations
within pubiic and privaté coiiégég. The' numerous external constraints placed
the employment of many marketing devices. In contrast, the private sector of
higher education has many more aégréés OF freedom in ‘the formulation and

admISSlonS function tends to be most useful for prlvate institutions and

1ndeed private schools sée to be .the leaders in adhering to the letter and
spirit of the marketing model:
Of all the marketing decision variabiés, the pricing variable has a

marki~ilavles sd~vnma i Eimnmih wals ba wlaee fao a-liiiis 34020 22



ifees ori student confirmation of a matriculation decision: aap (5) financial

marketing managenent process in nignér'éaucationai institutions, an importént

pacxage. Price is not a unidimensional concépt. Prlce includes the fOllOWlng

(i) tu1t10n and fees; -(2) room and board; (3) application feés; (4) deposit

b

9' -
- -

aid in amdunt and type. Most schools implicitly recognize that the total costg

: of attendlng a school is a comp051te of all of the above components of the

pricing package. As ev1dence of this, we .aeed only note the prevailing

: practiCé of schoolg[ln alternatlng increases in tuition and room and board in

less attenblon ‘to room and board costs than to tuition fees.
There are, as Wéll; fixed and Vétiablé components of price both from the
-~

'péint of view of the oiiege and the student. In standard marketing
A .

.

,,;\‘7;,::,:.,,,,' - ' \ L .
terminelogy, - the pricing components enumerated above are fixed, ard might be

“thought of as a colftge's "list price”, fot studénts who either do not apply

. or are not eligible for financial aid. However, for students who receive

finnnciai aid from éicoiiégé, él§ériébié pricing componént arises. The
composition of the tofal financial aid package (consisting of grant and
non-grant aid) which is at thé control of the goiiééé, effectively allows the
college to be a price disctiminator at the level of.the individual student. A
college's "1ist price” will be effectively reduced by. any grant aid that is ‘
awarded ta a student. :

. In éStabiisning the §fane and non-grant financial aid nii,-a aailégé-faaég

an interesting p0551b111ty Namely, the mix can be, at least partlal;y,

determlned by con51derat10ns siich as tﬁe attractlveness of the student’to the

A ’

ceileae {perhaops as measured bv'Schoiastxc Aottfudp Teat gcnrpg\ and the
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the effect of financial ald and other factors on the probablllty of a student

actually choosing to eﬁroll at a college, the college would be in a position

to employ its financial aid mix decisions to "optimizé", in some sense, on

the demand side of the enrollment 'p'icti—i’r'e'\; What is missi'ng; is a m'o'aéi of

ot \

pollc1es on student choice behavior to be assessed. Fortunately, some . recent

of
-
.go

on

this paper presents a statlstlcal model and empirical results that seem to

a long way to sort1ng out the effects of financial aid and other factors

M

_the college choice decision making behav1or of high school seniors.
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COLLEGE CHOICE DECISION MEKING BEHAVIOR A MODEL AND SOME EMPIRICAL RESULTS

<

\

makxng behavior of high aghool seniors is developed. This model, the

stochastxc utility model, while belng relatively new to the llterature, is a

powarful statistical model for wnalyzing choice processes ét the level of the
individual dec151on maker . Empxrxcai results of estimattng this modei on a
sample of data of college-901ng high school seniors are reported and
interpreted. The results presented in this section of the paper are taken from

Chapman (1977)«

Tt is important to note that it is the actual college choicé process that
is being addressed in this section. The statistical research effort being
described here -s not considering the question of how college choice sets are

determined in the first place by college-going high school seniors.

The DPevelopmen

¥hile the college choice process, where students choose among the colleges

" to which théy have applled and been admitted has received substant1a1 :

attentxon from empxrxcai researchers, 1nappropr1ate statlstlcal modelling

technigues and lack of complete data mean .that these past research efforts
must be interpreted very cautiously. To understand the nature of these
difficulties; consider the following generic model of the college choice

process,

Let Pij be the probability that student i chooses college j Then,

\r

a generlc model of the college choice process, could be expressed as follows:

(1) ii = f(xii Yii qi)




by
7 quality, college size, and so on) of the colleges in student i's choice set,

<

campus of each collége in student i's choice set, and so on) that relate

student i to the colleges in his choice set; and d; is a vector of aémégr;phic
and sociceconomic characteristics associated with student i {Such as sex, age;
Scholastic Aptitude Test scores, and so on) . |
This model in equation (1) makes clear the data requirements for an

empirical analysis of the college choice process. Data must be availabie on
both student characteristics and choice set composition: The charaGteristics
of the colleges must be expressed guantitatively as a Véctoi of attribuéés.
Most importantly, to establish a meaningful price variable, Financial aid

offers to a student from each college in his choice set must be available to
the empirical researcher. None of the existing empirical work has been able
to capture the effects of financial aid (and, hence; net price) due to a lack
of or incomplete financial aid data:

To operationalize the generic college choice model in equation {1), the
stochastic utility model may be empioyed: This model (which is sometimes
referred to as the conditional logit model) has its foundations within the
psychological literature and was first cast in a férﬁ aménabié td’éCdﬁsméttiC
analysis by McFadden (1974). Some references to this model would include
McFadden (1975), and McFadden (1976). This model is developed in detail for
the college choice decision making process in Chapman (1977) - For a general




chioice probabilities:’ )
- - exp (62, %) 7 . ) B
(2) P..* = —= ] ' for 3 =1, 2, r J
: 1] J. . 1
l -

*

*
ni

the probability that student i chooses college alternative j
the vector of parameters (importance/salience weights) -- note
that 8 = [gl, 92——,’,,, 7 gK}
the vector of attriutes (or characteristics) associated with

(OF
(1

N
i

el L Lt - I . = . v e & 1
alternative j ‘ note th?t zj [Zjl' ij, cees 1 ?‘ ]
J; = the number of college alternatives in choice s&t i: -
The parameters of the conditional logit model in equation (2) are
equivalently interpretable as the parameters of the stochastic utility model:
(3) U, =0z, +e.. - . | L
) 13 . 3 13 ‘

where the stochastic disturbance terms --. the eii-g - follow the double
exponential distribution:

(4) . Prob(e;,<t) = exp{-exp(-t)}.

By suitable manipulations of the stochastic utility model, and with the
distributional assumption in. (4), it s possible to derive the expression in
equation (2): See McFadden (1974) or Chapman (1877) For details of the
required mathematical manipulations. |

' The paramBters in the conditional logif model in equation (2); and hence
‘the parameters of the stochastic utility model in equation (3), can be

estimated by maximum likelihood estimation technigues. One available %lgorithm
i .




utility model is CLOGIT -- see Chapman (1978a) for details: - ;

T estimate the parameters sf the conditional logit fiodel == the 0's in
equations (2) and (3) -- Eﬁé actual data iédﬁiiéﬁéﬁEé inclede ééliéééiﬁé the
. following from a group of high school seniors: (a) the college alternatives in
each staééhtis choice set; (b) the actual college alternative chosen (i:e:;

'charactéristic associated with each college alternative in each choice set
(1;e;, the Z3k's); |

| As developed by McFadden and others; :che conditional lééft model in
equation (2) and the stochastic utility model in equation {3) operate on the
ﬁfiﬁéiﬁlé of revealed preference: the college alternative actually 656%86.5§ a
studeﬁt is assumed to be preferred to all other college aitérnati§é§ in the
student's choice set: The stochastic utility model can also be extended to
iﬁél@&é the situation where information Eéééfaiﬁé students' @Eéfégéhéé rank
orderings of all or some of the college alternatives in each college choice

set is available. Further details about this procedure can be fourd in C“apman
(1977) . Use of such a p%eférénCégrank'ordering has been shown to result in
fore (Statistically) efficient estimates of the parameters of the stochastic
atility model: . o .

In applying the stocﬁéstic utility model to 3 particular chioice situation, |
the researcher is typically interested in both the relative importance of the
attributes (i;é;; Eﬁé ©'s) .and in using the model to ﬁEééiéE the effects of

policy changes on choice behavior. The power. of the stochastic utility model

lies in its ability to supply meaningful.quantitative answers in both of these
. - . _
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consideration of the competitive nature of the college choice Process.

Students do not choose among college alternatives in a vacuum, and the nature
of a choice process == a student decision maker choosing among finite college
alternatives in a choice fet -- must be explicitly considered within the
parameter estimation ﬁfééééé if any meaningful results aré to be obtained. The

the coliege choice process.
Other strengths of the conditional logit model/the stochastic utility
model as an apprcach té-ahaiyéihg individual choicaz behavior include: (a) the

model is disaggregate in nature, empha5121ng individual ch01ce behav1or-

s

(b} the model;ls:con51stent w1th a theory of sampling from a popuiatlon

utility maximizing decision makers (i:e.; the model is theoretically_baeed);
(c) the model intrinsically satis fies the usual probability laws (x.eo, the

estimated probabilities are non—negatxve and sum to 1.0 across the
alternatives in each choice set); (d) the ck01ce probablllty expression in
equation (2) has a Wéii:aéfihéa'closed form- () the alternatives in each

dec151on maker s choxce set-do not have to be Identlcal -- indeed, the number,,;

e N ~
— e

of aiternatlves in each choice set do not have to be “the same; (f) forecasting

w1th the stochastic utility modél~ié §tratght:f§rward; aha; {g) the choice
probabilityexpression in equation (2) &an be derived in either of two
complementary fashions -- by aééuminé that the disturbances of the Stochastic
utility model follow the éoubié exponential distribation or by assuming that -
Luce's choice a.iom --. see Euce (1959) aha'ﬁﬁéé.aha Suppes (1965) -- is
satisfied. ' | |

This model is a powérfui and flexible model of individual Ehéiéé behavior .

L
consumer demand advocated bv Lancastsr (1966A:. 1971) And Rat~hfard 11878 -
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The DatagBasegEorfIhrsgstndn

The student choice-set data for this study were obtained from admitted
freshimen applicants to Carnégie-Mellon University's Fall 1973 and Fall 1974

classes. Carnegie-Mellon University is a private; incdependent, co—edugationai

un1vers1ty located in P1ttsburgh Pennsylvanla. Its 3000 undergraduate
students are-registered in facuitres of engineering and science; liberal arts,

and fine arts. Since Carnegie-M:llon's applicant information system contained

a lar arge amount of student demographlc data, the only add1t10nal data requlred'

from the admrtted applicants were in terms of the composition of the ir choice
Sets.'épecificaiiy; information was sought as to the rank ordering of all

schools to which the student had applied, the resulting éémissians decisions

of those cchools, and the composition of any financial aid awards made by the

chools admrtt;ng the appllcants. A census of all adm1tted applicants, . using

a survey research questronnarre, was empioyed to obtaln these data.

‘The general strategy employed in analy21ng these data was to pool the two
[

groups of applicants in different academxc areas,::\gngineerrng and Sc1ence,

—T

-~:L1bera;u§rtsi”a§d,Flne,Artsl The main purpose_for poollng_the‘t§3‘§6ars of
avaiiabié data was to ensure that sufficient numbers of ch01ce sets were
avatlable faf'éﬁagysis in each of the three aéadeﬁic areas. No external,
structural changés occu.red between 1973 and 1974 to suggest that such a

. pooling wouid corifound the sasséaﬁéﬁt:aﬁaiysés}v

In aggregate, the response rate to the survey research questlonnalre was

68.4%, with 2391 out of a total of 3495 admitted applicants responding. Even

students 6666sin§ to attend a school other Ehaﬁ Earnegie—ﬁellén responded with

high freguency- Carnegie-Mellon matriculants had about an 84% response rate

-

wh11e other students responded with about a 60% frequency It is useful to
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students iﬁ.tﬁié sample had -more than 5 COllége alternatives in their choice
sets.

A substantiil number of checkg were made on the student reported data to

/
reported financial a1d 1hformatioh1 These data editing checks, descrlbed in

. detail In Chapman (1977), resulted in 17.9% of the responses be1ng deleted

from further ana1y51s due to questlonable, 1Bconsxstent, and unrellabie

'data. Hence, the an lyzable data base for thls study con51sted of 1963

students: A comparison of some aemagfaphias (sex, average SChblaStic Aptitude

Test scores, parental income level, and state of residence) of thls f1na1

analyzable student data base to the populatlon of Carnegle-Wellon adm1tted

o ‘

appllcants was conducted. No significant non-response bias was de;ected;

(In 1nterpret{hg the results'reperted in this paper, it should be noted that

above avarage parental 1ncomes, and are academically more accompllshed than

al -
&

the average Amer ican freshman,)

One final péiht ShEﬁid be htted regatolng the student data base. Parencal
ihééﬁé Gata were only available for students who had applled for f1nanc1a1 aid
from éarhegieiheiiah ﬂhivereity. The ihebﬁe data were obtained from the

!

university, students not applying for f1nanc1a1 aid were Judged to be from
"mgh 1hébiiié fé@llléSa AS Wl’ll be noted éh"o’i:tlf{; the é't'u"dé'nt choice set data
Vﬁefe analyzed éeﬁafateiy for the three aaaaéﬁie areas of Ehgihéeiihg and
§ciehce, Liberal Arts, and Fine Arts, and within these academic areas by

parental income level. Note also that all financial data (i.e., income, cost,




ands financial aid déta) efipjoyed in this study were adjusted by the Consumer

Price Index to be in constant Apf11 1974 dollar terms.

¢ To describe the éttributeé and characteristics of the ééliégéé; 46

' Wetzel (1972); Factor analysxs procedures were employed to reduce this large
number of variables to a set of composite indices that would serve as college
attributes. Six factors were extracted that accounted for 58% of the orxgxnai

46 éoliégé raw variables: For Further details of the construction of the

The specific form of the stochastic utility model that was estimated for
the medium and low income students, for whom income data were ‘available, was
as follows:

{5}

4

| 97(GRANTSij/lG@ﬂ) + O (DRAIN, ;/INCOME,) + ©,, (GRANTS, ;/TOTALAID, )
- - ' = ’ -
(DIFSAT,./100)% + e

+ (MII:ES /iﬂ) | @iéeerfU'i'Eij + 913 i3 i3
where: -
TUii is the ut111ty of college ] to student i;
= _FSij to FSGJ are the college charaEEerlstIcs indices for college j (1 e.;

the factor scores) —- the six indices represent; respeettvely;,

© . "Quality/Affluence", "Size/Graduate Orientation”, "Masculinity/

.. Technical erentatxon , "Ruralness", "Fine Arts Orientation®, and.

'*'leeralness

GRANTS, 5 “is the total amount of scholarship aid awarded to stu]ent i by
college 3,

INGBME 15 ‘the parentai income of stucent i from the Parents Conftdentiai
Statement-




TOTALAID; is the total fin:ncial aid (scholarships, loans, and work-
study/part-time job funds) awarded by collede j to student ij

college j (which-eguals the sum of.tuition, rdom and board;

and other miscellaneous expenses minus TOTALAIbij; where

-
b

instate or out-of-state tuition is used as appropriate) -- the

sources of the college expense data were Allan and Sucher (1973)
and Sucher, Van Dusen, and Jacobson (1973);

MILES, is the distande from student i's residente to the campus
of college j,(in miles), where tiis distance is, estimated using
the DISTAN algorithm:of Chapman (1974a);

COMMUTE; is a dummy variable, and equals 1 if Mznesij is less

than or equal to 3@ and the percent of students living on
campus in dormitories at college j is less than or equal to
95% (i.e.; if student i tould live at home and commute to
college j); and equals @ otherwise;

DIFSAT,, is the difference between the mean SAT score for student i

~ and the mean SAT scores for entering freshmen at college j;
8, 8,7 ::: ; ©5 are the parameters of the stochastic utility
, model to be estimated; and; N
éij is the-error term in the stochastic utility model: . c

Fo- the high income students, for whom no income data were available, the

" following form of the Stochastic utility model was estimated:

(6) ?iFSlj + 6éFS2j + 635‘533;‘ + 645‘543; + 8

|

J

-

Uij FS:)j + eéFSG;

. o B:5 L o coas
(MILESii/lB) R 912COMMUTEi§

+
m .
[+ o}
% ‘
S
. o=
| ol
Lu_\
~
-
=
=
=
+

* o1
S NI
eig(DIFSAxij/lza) ey

+

" The actual results of estim. ting these models for each sub-group of
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R L o e o e
' Table 1: Coefficients of the College Choice Models: For High Income Students

Er:jineering & Science ,  Liberal Arts
Students . Students

L g T ww . k%
FS1 0.7610 0.8692
- §‘ -

_ L k% A
Fsz . 8:1771 0.1839

*%
. %% . o
FS3 ) 9.1904 -8.08071
FS4 =p.8205 © @:;1032
o . L %% L
FS5 -0.1475 8.8117
o - %% '
FS6 . 0.1946
. DRATN 0:0331 | 0.0467
1000 S

5 o z o
0.8302 . B.1496

(M1Les/10) %
COMMUTE o p.0154 . 9.0934
5 e o
(DIFSAT/100)° ~ -g.2341"" -9.0915

Tine Arts

Students

*

I {
9.7656
~0.0701

.. k%
1 8.2472
-0.0988
k%

“-9.2727
© g.1047

g.0515
- 8.,0694

0.0524 .

%
0.0921 : '

Sets Before . . 554 _ : 265
Explosion - S :

Number of Choice o
Sets After . 1152 532
Explosion: :
2

Pseudo R 8.1277 0.8970

i 6 i X - -
-statistically significant at the 0.085 level
m : y: i ) -

®* . . L o . S I
statis*ically significant at the'#.20 level

Y m

— e o

p



e
.

e o * %
FS1 £.5356

Table 2:
fncome (Pooled) Students

_ Engineering & Science

Students Strudents

Liberal Arts

**

g:5688
. n ) L ®% L
FS2 B.2911 , £.6704

— i,,,,*i —

FS3 - - 0.2097 -9.8213

" (MIiLES/19)%:°

Fs4 | 0.0496 -0.1505
FS5 . =0.8905" ~0.8276

FS6  #.1278 ' 89237

GRANTS
1999

DRAIN.
INCOME :

0.1362 =p.4819

8.5 7 _pi1208” 9:3917"
”””””” 0.0548 9.2093
e N KT , )

(DIFSAT/108) -8.1689 B.1146

»

Coefficients of the College Choice Models For Medium and Low

" Fine“Arts
Students

I 2 )
f.4888
L %%
B.3606

S %
P51758

-

B.2236
-0.6212
g.1446

%k
-3.1106

—— —— - - o - - . -—

umver of Gotce | -

Sets Before " 588 112
Explosion : :

Number of Choice
Sets After
Explosion

pseudo R " 9.1615

1012 ° ‘ 183

k- - ;— . . s S - _
statistically significant at the 8.85 level

*

statistically significant at the 0.28 lrvel
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in Chapman (1977) to obtain more statistically efficient parameter estimates.

‘Some preliminary statistical tests indicated that it was possible to pool

together the medium and low income students in each Of the academic areas.
in teViewiﬁg the empirical resuits in Tables 1 and 2, the first obvious

point to note involves the impbrtance of school quaiity in the college .choice

process. Across all academlc areas and income groups, college quallty is

c0nsxstent1y a v ry 1mportant factor in the college cHoice process.

qﬂailtY'$Ch0015 ‘to lower quality schools; Also; higher income students seem to

$aTue school quality more than ower income students. With régaté to the other

cciiege attribute variables; less consistency can be observed. In 4 6f ‘the 6

" groups; school "Slze/Graduate Orlentatlon seeins to be viewed positively.

ER\(]

wll Toxt Provided by ERIC

Engineering and Scignce studepté 'seéem to value "Masculinity/Techrical
ériéhtatioﬁi and aisiszé a "Fine Arts Gfieﬁtétiéﬁ“ iﬁ a ééﬁééi* Fineé Arts

the Singie most important resuit from thls empirical study ~- for students

receiving financial aid, the kind and amount of the flnanC1al a1d does have

an lmportant impact on thelr coilege choice,behaviot. (Note that din
interpreting the coefficients on the three price related variables, care must

be exercised due to the collinearity among them. It is really the joint

effects of ‘all three of these variables that indicate the iﬁﬁéétiéf financial

considerations on the college ‘choice decision making process ) Two clear

reSults stand-out from Tab's 2 == financial aid does matter and out-of-poéket,

o)
g
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costs relative-to income does aLEect college choice behaviot. - ,
. <

Turnxng to the remaining varlables, distance seems .to be lrrelevant to the
college choice process. This, of course, does not rulé out distance beihg'sh
important factor in a student's applicatién set Formation decision: However;
once a student has ‘applied to a set of colleges, these empiriéaizresultsﬁ
would suggest that distance is no longer a factor in the choice process.

W1th regatd to the issue of quallty zoning", as a factor 1mpactlng on corlege

r
choxce behaV1or, Englneerlng and Science students Seem to be the only nnes

abtllty; Again; however; this result has to be 1nterpreted in the llght;cf
the application set.formatich decision that precedes the college choice
decision of high school seniors. |

To summarize these eﬁbiEiéél results, the two mcst impcrtaﬁt féctcrs

price Léié ted.issues: At the level of the college ch01ce;process; students-
séem to prefer higher quality colleges; but they would just as soon be able to
atcend them for as. low a net price as possible. Clearly, fina~cial aid mix

dec1sxons influence college choice behaV1or. The marketlng implications of

these results are obv1ous. Colleges should emphasize to admltted students

that their school is of high quality and tﬁat students will be obtalning value

a

.students, since these pricxng ‘decisions have a large impact on how students ;

seem tOuchoose among colleges;

In some sense, these empirical results are not really new. After all,
. what pérséhoihVGlVéd Withfthe admissions/recruitment function in colleges and
universities would not have expected just these resiults. However, the value of.

2G



these empirical results goes beyond just confirming a priori beliefs and the

present stock of "admissions folklore". The statistical model developed here

can be employed to EjﬁééEiEéEiiiély analyze the effects of changing financial
aid policies of colleges and universities. Thus, for the first time, it seems
PéSSiblé that financial aid mix decisions can be assessed relative to some
objective'criteria, rather than just best guess judgment.
. ‘ - : v X :
. _ | 4
. _ j ,
\'l‘ . ]
v /; .
// !
! , .
. 4
' ,é' ;:‘ * S -
< - N
s N 7 S
1 _
‘ =
N
N < i S
. _~--l/"
b { ~
v - -
. - e 9
o ‘Eﬁ"
-+ R
L] b
N ; g i i\ <
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SUMMARY AND CONCLUSIONS

In summlng up this emplrlcal study on the affects that price has on’

stident dec151on maklng in the-college choi~e process; the punch“ixneﬂwouia

Seem to be that moneyﬁdoes matter. Since money does matter, colleges and

universities had better be thouhtful about their pricing and f1nanc1a1 aid
policies. If they are not, you can rest assured that a school's competxtors

will be, and the obvious consequences do not require elaboration.

g
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