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PREFACFE F '

In the course of initfating this project the study director consulted

: t ' .
many educationalypconomists and other professionals assumed to have know-

-

-

ledge about '‘or some interest In the topic of the economic impact of credit
. . [ ,

by examination‘pplicies and practices. At the outset such conversatlions
- almost invariably required a statement about the nature of the College
.Board’s «oncedrns and Ehe reasons for these concerns. Many, if not most, of
the conversations at the early 'stages, while cqwrteous, were cool and lacked
enthusiaSm-H As the study »difector elabor‘e’d on t;he‘ conczrns a b.it‘ there
was a quick and very perceptible change of tone and resﬁgqse- When the

significance of what we were trying to clarify througk-this project became

-~

apparent, universally the listener’s response was "That’s A Very Good

Question!f- ’Under the circumstances it seems like a very apt title for this
report.

The pdrpose of these discussions with educational economists was to

»

identify three consultants who would bring the perspectives of economics to
credit by examination policies and pracEiées with the view of their offering
“5uggestions and recommendations as to how the College Board might advance

greater understanding of these matters via studies or research. The des-

~

‘cription of the assignment provided for each corsultant was identical and it

included the following statement: \

"The College Board, since the early 1950s via the Advanced Placement
Program (APP) and more recently via the College Level Examination Program
(CLEP), has sponsored.the major national programs of credit by .examination.

" The APP in 1977 reported results on 108,870 examinations by 82,728 students
to 1,672 colleges- The' CLEP in 1976-77 had over. 93,000 candidates who took
approximately 240,000 examinations*. The results of these examinations are

t transmitted to colleges and univefsiéies where in turn each -institution
makes its own decisions regarding the award of academic credit or advance-
ment placement. e ' B .

.\ - \'
i

"%Tn addition over 145,000 examinations were_ administered via the Defense
- Activity For Nontraditiohal Fducational Support to persons in the militaryv.

\)“ - [
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An activity of this magnitude raises questions of finance and economics
in higher education. about which relatively little is known. Does granting
credit by ‘examination affect income at a college or university? If so, in

‘what way? If students gain financially by securing academic credit via
examination, who, {f anyone pays for these galns?- What does a credit by
‘examination program mean in terms of the cost to an imnstitution to produce
an undergraduate? ' If students coming out of high gchool are sufficiently
well taught that they regceive college credit by exam, does 1t cost the
taxpayers less or more than conventional educational programs? Should taxes
be used to subsidize credit by examination programs? - These questions ave
but a few that .illustrate the array and kinds economic-financial issues the
College Board would like to explore. '

The general problem is one of identifying the signifigant 1issues,
ordering’ these into systematic relationships, developing analytic models

" that would permit dtudies to bé undertaken to help guide institutional
practice and public policy, and finally actually conducting such studies or
providing guidance to {nstitutibns and agencies for the tonduct of studies.

' As a first phasél the College Board has askﬁH,ETS'to engage one Or more

consultants to: )

’

1. Explore the economic "or- financial implicatfon of credit by exahination
so as to identify the issues, questions and contingencies. .

2. Review, Priefly annotate, and summarize whateyér literature exists
sinde 1955 regarding the finarcial impact of credit by examination.
3. Cutline a study'or'ap fntegrated serfes of studies to help clarify
issues or provide answers to some of the key questions surrphnding the
economics of credit byﬂexaminatigg-/ o ' . T

¥

§ -

4. Provide a cost estimate(s), a schédule for undentaking and completing
the work, and a statement of the resourges required and available to
- undertake the study(s) referred to in three above. :

. ’ C -
This work is to be undertaken from the perspettive of credit by examination

as .it impacts upon individual institutions, on students whofmAy participate
in such programs, or on the public at large meaning state education sys-—

tems." !

The three consultants who undertook this aésignment are listed below

\

together with the titléé of" the papers they prepared. The consﬁltants
workgd'independently of each other.';Fortunateiy, the consultants gave
Fitles to their reports which are not identical so that it is possiﬁle to
differentiate their wofk fot only by author’s name.but also by the titles
assigned to each rSporE- Théy are: ’ _ { |

1. Kendis, Kurt L. Pfoject For The Development of Studies Into The
Economic Impact of Credit by Examination. December 15, 1977. 38 pp.

7
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plus 48 page bibliography and a compilation of referencés from an FRIC
search. ,

t2, Kleeé, Steven J. The Economics of Awarding College Crgdit Ry Examinn-
tion. .January 1978. 18 pp.

3. Wagner, X£lan P. The Fconomic Impact of Credit By Examination Polieies
apd Practice:: Tdentification of Tgssues and Implications For Re-
search. "December 1977. 43 pp. -

3

This paper 1is a synthesis of the three consultants’ works. The reader

ﬁﬁould understand that the author is not an economist, much less ap educa-

tional economist. Helbrings_to the individudl and collective consultants’

‘4 Q -
work the perspective of one interested in and reasonably knowledgeable abou

.
N -

credit by examination particularly as this concept has been developed as a
. ) _ - . ,

- major programmatic effort by the College Board. The papér 1s organized into
four major sections: ' Issues, Prior Resea$ch, Consultants’ Recommendations’,

and Conclusions.” Throughout the paper, CBE has been adoptedias a -convention

to refer to credit by examihation.‘

o~
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' “ . I THE ISSUES

)
[N

The consultants i{dentiffled and dimnm.&ud different constellations of
{ssues and they did so at different levels of abstraction. T“ise differ-
. . . L
ences support the wisdom of the decislon to undertake thig initial foray
into thd field by secking more than a single person’s perspettlve.'

Klees dealt with the assignment almost exclusively from a macroeconom=

ics perspective. In this respect his approach was duite-different from that

of the other two consultants. In addition Klees assumed that the readers of

his paper, more likely than not, wéuld be people who were not professionally
trained in economics. Therefore, he calls éspecial atteqtion to two pr}mary
economic paradigms which fér simplicity can be referred to here as (é).thé
competitive market economics approach and (b) the Marxist economics ap-
proach. These three aspects of his analysis - macroeconomics, an&.the two
different econom}cs paradigms-results {n his shaping fssqes %uite dissim-
1la}ly than Ke~dis and Wagner.

A ﬁacroeconomif perspective puts the focus on the costs of CBE to the
society as a whole and on benefits to society as a whole. 1t may not be

-~

:cleargwhether-klees is or is not ptépared to recognize the differential

interests and stake of the individual, the .institution and the state in CBE.

Ly

r .

However we can conclude he is saying that a total social persqective is the

4

‘oﬁe that shéuld guide any empir}cﬁl inve;tigation of the problem.

‘Tﬂis view causes a pechltar kind of issue to surface, namely, what is
the College Board’s responsibilitj for encouraging, conducting, .nd sup-
portiné investigations at the level of abstraction of society as a whole?
Klees also ‘points out that economic analyses do not evaluate a single policy
or practice. Rather the analysis 1is commonly an evalﬁgtion of a policy

"...vis—a-vis-alternative possible policies.”". In this instance the compar-—

ison is probably between CBE and the traditional ways of earning credit via
¢




¢classroom haaedAcourse work. Thus we need to be ﬂenaltlvoltn a very dell-
cate pogition in which Cnlleg¢ Board mlght'flnd {tgelf. On thc‘ono hand
should the College Board use {ts limited rvgenrch resources to direetly
engage in research which hecause 1t s focused on soclety as a whole tran-
scendy (ts membership? And on the other hand {f the College Board finds the
_ratiqnalé for conducting broad socially orfented rosoareh on CBRE, lf
thgn must a;k how one of f{ts programs competes in terms of social good with
the central business of {ts constituent members?

There are alternatives, of c;urse, to the College Board {nvestigating
CBE at the rcro-level. One possibility is to complétely ignore these
concerns. However a do-nothing position clearly seems unwise glven the
College Boa%d'é clear tdentification with the two major programs of CBE in
the country. "On the other hand, the College Board could lend its influence
to the encourigement of such research. 1t could actively bring the problem
to the attention of sources for funding research and cooper..tc in macro-
level research prolects {f these were undertaken and sponsored by respon-
sible agents. Consideration should also be given to ways to 1nterést
professional economists 16 this area which to now they have ignored. Thus
we lave one perdpective of a 'very gbpd question."”

Héwever we need to return to what Klees ;ndicqted about the precence of
‘at least two paradigms in economics. This matter.is not disposed of at all
by dealing with CBE as a macroeconomic iésué. “Which theoretical orienta-
tions should guice sﬁch research 1s a second issue ihat Klees brings to our
attention. He summarizes his discuésion of this matter as follows: '"In
sum, tue perspectives that various economists bring ;o an evaluation of
credit by examination policies pose'many questions concerning its social and

private costs, effects and bgnefits. I think it is a mistake to believe

<
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that any verslion of veonomfen can rv.-mIVv and nelect the “lllﬂ lmnm" course ol

'
N 4

action to follow. What economfes can do hest fn to provide nome competing

frameworks from which one can observe and evaluate actual and potential

cducatton practices.”  Kleea” emphaats on this fritne serves to warn o ahout

»

studies previously completed or those yet to be undertakens It counsels us
to ask questions Hikd, trom what theoret leal ortentat fon wan this work
undertaken, how does this atfect the kinds of quvntlnnnAhﬂkud. or why
‘doesn’t everyone sce the problem the way we do?

There 1s no polint 1n‘thls synthesls to restating or rephrasing in new

words the 1ssues identified by each consultant. The {gsues are developed In

¥

the‘consultnnts' reportd which are in the appendtx. What follows are the

major kinds of data that the consultants appear to regard as critical to

-
understanding CBE policies and practices from an economics perspective.
f p P P p

They are listed without elaboration simply because any reader reasonably
attuned to CBE should easily be able to comprehend how and why these data
would be economicallv important and relevant. However, as the reader
confronts the following list of close to three dozen different aspects of
the econowmics of CRE, his or her sensitivity to the intricacies of the

economics of CBE should be increased.

1. Impact of CBE on instructional budgets:
1.1 Does CBE lead to time shortening, {.e. lower instructional costs?
1.2 What income {s lost through early graduation or CBE generally?
1.3 Does CBE cause desirabbe or undesirable shifts In enlrollment?
1./oes CBF {improve retention?
1.5 Does CBFE require reallocation of finstr: tinrnal r¢ ources, change
faculty load?

1.6 Noes CRE improve instructional qualftv?

)

1.

O

RIC - :

Aruitoxt provided by Eic:
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Aruitoxt provided by Eic:

1.7 Doen CRE free faculty {or reswcarch?

1.8 Doen CRE result in more homogeneoun groupings ot ntudent in conrmes
- {mpact on learning?

1.9 Dhes CHE yleld changes o high school programas?

Impact on program budguetn:

2.1 what tnternal administrat {ve couts are penerated by CHE?

2.2 Does CRE lm'l.wu.m' numbera of nontradit fonnl students who requlre
special services?

Impact on non={nstructlional costs:

1.1 How does CBFE affect the mix of students requiring flnancial aid?

1.7 NDoes CRE {n-crease counseling costs?

1.3 Does CRE reduce opportunitiea for graduate student aid (i.e. teaching
asafstants) by reducing size of {ntroductory courses?

3.4 Does CBE change recruitment costs?

Impact on students:

4.1 Does CBE lead to time shortening, lower investment costs, faster
returns to student?

-

4.2 Does CBE influence cholce of fleld of study and returns on investment

o~

{n edugation?

4.3 Does CBE modify academic progréms whiéh students pursue?

4.4 Does CBF change the need for student support services, il.e. co%nsel—
ing, records, etc.?

4.5 Does CBE influence student’s choice of institution?

4.6 Do different kinds of students respond differently to CBE opportun-—
ities? |

Impact on states:

5:1 How AOES CBE affect whether a state retains or ekports ics graduates?

5.2 How does CBE influence access, or choice by categories of 'students

with particular attributes?



5.3 Relative costs of CBE vs regular classroom instruction? _

" , J . '
5.4 Do students use different programs of CBE differently, i.e. enrich-

ment for APP, acce%eration via CLEP?
) . P _
5.5 How does CBE affect enrollment?

5.6 Does CBE reduce ihstitutionél subsidies?

5.7 Does CBE reduée,expendiéures for facilities?

5.8 Does'bBE lead to ﬁacdlty unempioyment?

5.9\Fan/CBE bé related to human resource redevelopment acti-lities?
- The\cpnsultants g;ﬁé aisg ﬁointed out that the general issue may be
sfudied as a cqst-benéfit ;naiysis or a cost-effeetiveness analysis. If the
formep then we need to recbgnize fhat costs and benefits shiét depending
upon the party qf interest. _ For exampie, the students” saving of tuition
means income 1is foregone by the institution. gn the other hand, cost-ef-
fécti"eneSS'analyses may be needed with multiple assessménts of effective-
ness. For example, 1f a student can‘obtain credit for learning acquired
pfevioﬁsly, this may increase motivation, interest, and success 1in ' the
courses the student ddes take. CBE may increase the student’s interest in

L

and potential for graduate work, lead to enrollment in a graduate program,

its completion and greater eérnings following graduation.

In general the consvitants’ papers do not treat differently the Advanced
Placement Program vs the College-Level Examination Program. (Kendis dces

f

treat the programs separately but he stresses the differences mainly in a
discussion of the recruitment potential of the two programs.) Given some
very fundamental differénces between the programs and the likelihood of real

: [ . :
differences ian (a) the characteristics of the students who participate in

b

each, (b) the ways 14 which the two programs relate to secondary schools and
(c) the responses of cclleges and universities to them, it is surprising

Co v ]
that the consultants do not deal with this matter in their discussions of

4
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issues. For example, the consultants have indicated that CBE may influence

the educational programming of students who participate and hence affect

career fields and ultimately earnings. However, if the students who part=

icipate in APP ‘or CLEP represent different sub-groups of the college going

‘

population in terms of previous learning opportunities, richness of educa-

’

tional experience, achievement level and apﬁgtudé for further education,

then one may find CBE having differential impacts on the students and:

institutions invelved in each examination program. Similarly we know that

ya

<

in general the AP Program iﬁvolveé'éecondary schools in teaching special

. ,_,,Z ’ .
college level courses. Conceivably the cost-effectiveness of this effort
L -

might be different than presumably in CLEP where, in generala schools do not

engage in special instructional efforts. The author of this paper is not’

arguing these mattefs as conclusions but he is concerned merely that these

possibilities not be overlooked. P

To summarize the consultants' tréatment of issues, they have made the
following major points:
1. We need to be awéré of the substantial diversity of behavior of CBE
students and aware of the possible varying economic consequences of some of
the more typical responses that students make to CBE opportunifiés.

2. An adequate economic analysis also implies a long range view that takes

'

\ .
into account more than simply an immediate concern. It would extend to what

habpens to CBE students beyond college or university, and would include how
the participants managed their careers or professional development.

3. The economic consequences of CB ;re not uni-dimensional across institu-
tions. Kendis, fo; exaﬁple, asks to consider the obvious classification
of institutions ranging from two year colieges to complex universit}es, both

public and private, and in addition the fact that CBE programs may be

operated within institutional types as follows: .

1<

L L



l. Credit by score. « « « s « + o o o &

2. Credit by score and addit ‘=nal
evaluation + « o « o ¢ o - o o o o

3. Placement oély by score. « « + o o .

4. Placement only by score plus
additional evaluation. . « « . « . .

5. Conditional credit if additional
course work 1s pursued . . . o ¢ + .

6. Craedit awarded but early
graduation not possible. . . . . . -

Uge CLEP

A

-

Use APP

Use Both

4. In addition to the various‘subsets of institutions grouped by CBE

practices and policieé; and the varying responses of students to CBE, we

need to maintain an awareness of the individuality of the student partici-

pants. Some may be exceedingly gifted, some may‘be traditional college age.

students, some may be very mature adult students, some may be individuals

~with substantial family responsfbilities, etc.

5. CBE, whe% studied from different economics paradigms, will be found to

not only exhibit different issues, but also the importance of the issues

will vary.

i

T

[
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II PREVIOUS RESEARCH

v

The ,one plaée where all three consultants were agreed was' in their
characterization of previous research on the economics of CBE. - In so far as
.this author can tell, they are familiar witﬁ the previous research and they
do not dismiss it} Instead all three consultants indicate the previous work
is very incomplege and that it has not dealt_with‘the variocus ramifications
and intricacies of ‘the issues which the-;on3ultants have recognized with
.special sensitivity. More telling, however, are the consuitants' views Fhat
lsome of the previdus work 1s either inaccurate or that it(tends to mislead.
For exémplg, one consultant commented on éeveral studies as foliows: "These
estimates, h;wever do not accurately capture the effécts of CBE on the
insgitut}onal budget.'" or "These estimates (pf reauced subsidieé by states
of educational institutions because of CBE) tend to mislead because-they
implicitiy assume time shortened degrees."

The reader who is igterested iﬁ an integration of previous research with
a discussion of issues should give particﬁlar attention to;the paper preﬁar—
ed by Wagner. In that paper, variables 1mportant to thé formulation of
issues in the economics of CBE are identified and the author ﬁrovidEé
commentary on what research to date has to tell us about su%h variables.

The consultants acknowledge that the deficiences of‘previous research
are not confined to CBE but they‘maf represent deficiences regarding studies
of éhe economigs of education more generally. Klees writes as followé:
"For example,'{f CBE policies allow a student go-graduate and obtain a job
earlier, fhen Aot only are the costs lower, but the benefits -are higher
(e.g., one more yvear of earnings and production). However, such estimates

are ' not easy to make. It is not at all clear how education affects earnihgs

and produc‘ivigy, and even with adequate theory, it is difficult to separate

.

9-1\;
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theiempiricel effects of all the various variables that affect earniags to
arrive at the 1impact of ;articular educational exoeriences."

Since the consultants’ papers stress that CBE may'result’in earlier
gradaation, it is of interest to note Leveille s* recent statement on this
matter.' "Many legislators and other policy makers think that a time-short-
ened degree 1is nedessarily'synonymous with a two or three year degree where
-at least a student shoulo"be able to complete his or her degree in less than
four ,years. In many colleges around the countr; a student’s normal length
of time spent in obtaining a.baccalaureate ‘degree 1is four years. However
there are notable exceptions. For example, in the California Stete Univer-
sity and Colleges, the average'tfme for completing the degree was recently
approximated to be 6.4 years. Thus, a time shortened degree may, in fact,
take longer than four years but less than many, institutional averages. In
any event, since the large number- of students require substantially longer
than a four year period to complete their degree program, a critical vari-
able in comparing the costs and program effectiveness of tima—shortened
oegree programs with regular programs is the normal length of time factor."

L

Despite the insufficiencies of previous research, the consultants do

not conclude that the economics of CBE cannot be adequately researched.
. ) 7

.Their reservations about previods research serves to foretell what one might

expect them to say about research that is needed. It suggests that‘their

position will be to urge studies that will enable one: to tackle a series of

questions in a variety of ways. However, the consultants do not believe we

have a research base from which to go forward. This position is summarized”

by Klees as follows. "From the above review it should be apparent that

existfﬁg research has not even scratched the surface in examining what are

*Leveille, David E. "Time-Shortened Degrees: A Return To Nostalgia."

Alternative Higher Education, Vol. 2, Winter~1977. p. 168.

7 ‘\’

A
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§
the costs, effectiveness, benefit, ‘equity, or structural impacts of CBE
policies. The scarcity of related publications in professional journals and

o%;unpublished research is indicative of the lack of attention this issue

has received."

11



. ITT  THE -CGNSULTANTS' RECOMI“.EN-DATIONS
n . - )

-~

~
«

. As indicated earlien in this paper, one of the consultants (Klees) did

not offer suggestions for future research although he did comment at some

" length on future research. Klees observed .that economists, even 1f of

- . 13

similar perspectivest/have studied educational 1ssues other than CBE at
considerable expense and not reached consistant results. However, he goes

on to-say that it would be important to conduct research from different
conceptual! and practical perspeotives on CBE. He indicates that such
” ’

competing efforts would not necessarily generate much greater expense "if the
L4
~

competing groups agreed on the information to be assembled even: though it

would be analyzed and evaluated separately. He reports that this practice

] i -

has been successfully followed in previous_instances.
Kendis and Wagner offer suggestions'ﬁor further researchd On a couple

of ideas it seems likely that they may have pretty much the same general

.notions although they differ in particulars. Let us tutn to Kendis first

and then to Wagner.,

A. follow—up study of CBE srogram participants. This suggestion is to

\

" mount a data collectioh effort focused on an adefuate sample of students who

had participated in CBE programs. In addition to basic information-<of a

: demographic character, data would be collected and then updated annually on

pre-graduation work .:perience and earnings, the student's edycational path

(credits via course-work), details on CBE application,. participation and

outcqmes, uses made : CBE, meéthod of finmancing studies, postgraduate

experience, attitudes toward enrollment, choice of school, field of study,
alumni contributic.s. Presumably, although this was not stated explicitly,

data from this survey would be used to make Comparisons ‘with non- CBE stu-

‘dents.

13



b _andl
’

Kendis also proposes a‘control group experiment in dissemination. This

would bé a project to survey students with varying knowledge -about CBE- and

‘ I
"to relate this irformation to educational careers, earnings or eventual

incomes, Cosif of education, etc. He ‘also recommends an institutional
" ’ Co. 2

. *
survey of the utilization of credit by examination that would concern ictself

with total program costs of dBE including any added or expanqed student

services and administrative coStSs.

Finally Kendis-proposes the development of three models. ~ The first 1is

a’ computer based model to help colleges and universities to monitor the

7

enrollment consequences of CBE for the)institution as a whole and by depart-

-
19

ments. The second model would study t \VQGEdS - meaning financial aid and

student services generally - of‘CBE students. The third is an‘analytic'

.

model to show the total costs and budgetary impacts of CBE. The purpoge'of

model will be to assist institutions'of different categories to analyze

g

optimum CBE policy.

Wagner suggests four major studies. The first titled "Dimensions_of

Student Participation and Net Benefits" would seek to develnp estimates of

the net monetary benefits of CBE for students, institution and states under

_alternate .sets of assumptions. Wagner is referring to a series of simula-
- ) ‘

tions. For CBE students, the study would look at tuition savings and

‘4ncreased earnings, fqr institutions and‘states it would look at iost

revenue, Eo: states it would look at publiic subsidy savings and student

sarings.

Wagner s second suggestion would seek to increase our understanding of

. . : o
student responses,to CBE - i.e. enrollment, choice of institution, choice of

‘field), acqeleration, mix (credit by exam and attendance status) and reten—
tion. He proposes an integrated series of studies to address questions that

now exist regarding how CBE relates to these variables.
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Wagner's third suggestion is to focus on data about the differences in

earning betwe@n those with CBE who graduate early and those who do not. His

/
fourth suggestion{is a study of institutional faculty responses to CBE which
&~
is based on the obServation that institutions vary in the degree to which

they have embraced CBE- Therefore, ke would like to expand our knowledge

about what attributes are associated with the adoption of CBE at the insti-

tutional and state tunding 1evéfl

Neither Kendis nor Wagner provided detaileé proposdls morawere they

rd

asked or expected to do so at this stage. :Each has offere& a general

-~

outline of several studies and they have done so at 1evels of generality

-

that are not crystal clear in their approach, intended outcomes, or appli-

cations.
In a sense the consultants are a bit discouraging of further research

efforts: Klees from the viewpoint of saying that there are diverse perspec-—

.-
4

+ives in educational economics and as a consequence weé can expect to have
3

difficulty getting people to agree on what are the significant questions

regarding CBE, and Kendis who interplays institutional typologies (within

which there may be diverse responses to CBE in terms of institutional

policies and practices) and the student actors in CBE who tl~mselves reflect

great diversity and hence fall into numerous categories. He pictures a

research matrix containing literally hundreds of cells on which we could
focus attention. It is of interest to note that while Kendis mentions this

point early in his paper. he doesn’t specifically come back to using the

idea in a conceptual framework or as a set of problems to be overcome.

Perhaps he was overwhelmed.

A major point that emerpes from the consultants’ papers 1is that of the

meagerness of our current state of knowledge about student behavior vis—a-
o ' ‘, T
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vis CBE coupled with a matching lack of information about the ramifications

9
\

of CBE policies and’practices. All o?'the-consultants point cut that to

aggregate savings in fnstitutional'subsidiee or to similarly aggrega#e

r

losses in instructicnal 1noom$ rests on .the assumption that CBE students

4

accelerate. Undoubtedly some do and with those.that do whit differences

-+

A\

"does it make? We don’t know. Undoubtedly many CBE/tudents do not accel-

erate. But what is the course ‘of their further educational -and career
v ) , . .

A 4 N . .v ' . v
. development? We don t know. Given thesevas well,as jothér gaps in our

present knowledge what should the College Board do to promote greater

- ~

understanding? This 1issue 1s discuésad“Ih the concluding sectiqn of this
. L §

paper which follows immediatedly. o i .

D 2 R
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1v CONCLUSIONS

.

There is nothing in the consultants papers collectively or individually

to suggest that it is possible to arrive at "the",dgfinitive.answer regard-

ing the economic impact of CBE. The reasons are quite'cleé;. While CBE is

‘ .

a well understood educational concept, its implementation by institutions or
how it is.utilized by individuals is quite varied. Obviously the level or
intensity of iqvolQement in CBE-variés substantially from one lnstitution to
another and perhaps from one time to another. For fndividualg‘CBE can mean
60 educational programming changes; educational. program changes with or

without acceleration; and a number of other poséﬁble consequen~es to the

‘point of undergraduate degree completion <nd beyond. all with different

financial implications.

Moreover, it is not hard to imagine changing the question slightly yet

. ever so s{gnificantly. Instead of what is the economic impact of credit-by

O

i

ERIC
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examin%tion on institution X - could we not ask, what could be the economic
impact of credit by e@aminétion on institution X? Itlis coﬁceivable that :
the latter version of the question might ge the more important one at a time
when colleges and universities are examining all possible strategies for
dealing'with the shrinking traditional college going age “roup.
N

Wéxq§n be guided toward some conclusions regarding research on the

economics of credit by examination by considering the College Board’s role

vis-a-vis that of individual institutions. While there may be several

criteria, the following suggest themselves as being particularly pertinent:

-
»

a. Since CBE policies and practices are determined at the local institu-
) »

tional 1e§ei or in state systems, the College Board should assist insti-

tqtions in the development, implementation, and evaluation of such

1

policies and practiceé. Obviously the criterion ‘implies a concern for’

- -

the economic impact of CBE policies and practicés-

‘
A \
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b. Since higher educational institutions, policy makers, and the public at,

«

large identify the College Board as the sponsor of the major programs of

CBE, it is reasonable to anticipate that these groups will turn to the
College Roard to advance their understanding of 1ssuds reégarding the

economics of CBF even though these issues'may‘ﬁe loca insti;gLQQQel

~

issues. The second criterion concerns how the College Board can fill

this role effectively.

: »
Acceptance of the first criterion would call into questinn any College

Board research efforts swhere the objective would be to seek a definitive

answer 1in one institutional setting that could be applicaple to other
—— \

. . J
settings. Giveén the variability of all the considerations that can shape

-

the economic impact of CBE in institutional settings, it seems unlikely that
it would be possiSle to conduct case study investigationg with the view of

pooling results across 1institutions or developing data that could be .gen-

. &

eralized to other cases. However, the first criterion does, suggest that a

verv useful and 1mportant‘résearch role for the College Board would be to
\\ .

.

develop analy;fc models and to make these available to {dstitut{ons that

~

wished to undergrid their policy development with local data. Such analytic

models would need to be characterized by sufficient flexibil%&y so that sﬁe,
. .

uniqueness ‘of institutions could be taken into account. Kendis suggests

three efforts to develop models and his suggestions are re?eated here-

s S

1. “A Model t% Measure Internal Enrollment Impacts of APP and CLEP.
- = . \. .

- ' / .
As a service to users, a computer based model should be developed to help

colleges and universities monitor the enrollmeﬁp ramifications of creditimg™
programs. Components of the model would be: -

- A

‘

a. Historical patterns of APP and CLEP awards and dEpartment specific

- Enrollments. ' . -
- b. Up to date tally of durrentyenrollments and awards by discipline.
c. Projections of admissions pool{iredit applications.

t ~y . .
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d.Jﬁrojebtion of under utilization of faculty or staff shortages by
""department.

For larger universities, measurement of graduate course enrollment would be
part of the model. For smaller schools, an eye on the -local ‘competition

would be worth the modeling effort.”"

I1. "Model to Measure the Needs of Credit By Examination Students.

1. The financial aid component -~ since many students in APP and CLEP do net
fit the standard needs analysis pattern, new tools to provide financial

assistance should be developed.
2. Student Services - at what level of enrollment do residential require-

ments of a student body change? 1Is additional parkirg warranted? Must
counseling® services expand in the future?

By institutional type, a‘model can analyze enrollments to project these
service neads and their costs. This model need not be computer based, but
merely fit standard analytic tables." ' \ :

ITI. "A Summary Analytic Modél to Show Total Cosfs and EUdgetary Impacts of
Credit By Examination on Institutions."

)

. Inputs ‘ Outputs
enrollments- physical plant costs
crediting ®olicy net tuition effect ®
staffing requirements and personnel cost

‘allocation policy : %
administrative cost algorithm ancillary benefits (recruitment model)
atd policy additional services

The object of such a model is to analyze, for each category of institu-

tidn, the optimum crediting policy - not so small as to lose competitive

advantage and incur negative good will, but not so large as to ‘disrupt

faculty allocation and demand excessive services.

Refinements in the model could come with time, but an obvi us goal' is to
stimulate limited or extensive credit policy to study financial impact.
More than a heuristic device this model could serve an institutional plan-
ning role for a college or university."

Of tge three modeling exerc. es proposedq by Kendis, the third has

‘
probably more un’versal applicability to the interests of a broader spectrum
of institutions. Therefore, it might be given prio;ify. It would also seem
helpful in developing this model, 1if especial attention was given to the

needs of small liberal arts colleges. These institutions are less likely to

have the resources to do the conceptual work impiied by this kind of model

building. Further many of these institutions are eyeing carefully the adult

-
-
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student pool as éne of their areas of future services development. The
problem of c}édiging previous adult learning therefore ..looms as a speclal.
probﬁgm in thesg institutional settings. It is difficult to sense a general
cost range for this project. Kendis placed it around $19,500 but he presum-
5 ) .
ed data to be available from a survey for .which he cited costs of about
$9000 to $33,500 and several significant elements of costs Qere not included
in rhese figures. By trying to :nterpolate Fendis figures, the author of
this paper approximates these, costs as falling roughly in the’rangé of
$45,000 to $75,000. | '

Wagner also offers a recommendation that 1is germaine to the crite-
rion of the College Board assisting institutions in the development,
implementation, and evaluation of CBE policies and practices. Wagner’s
étudy No. ! promises to assist institutions or state planning Broups by
simulating participation in UBE and thus beiﬁg able to report what might be
the anticipated student tuition savings and 1ﬁcreased earnings, or the lost
institutiosal revenue, or the public subsidy'éa;ings. Thus Wagner offers a
suggestion that attacks the question ;Hat could be the economic impact of
credit by examination given cgrcain assumptions and conditions. Wagner also
did not provid~ a total cost figure. However, the author of this paper
interpreted Wagner descriptions of the study as being roughly in the neigh-
borhood of $10,000 g}ven.his assumptions about the professional and support
staff time that might be reqdired for its execution.

Acceptance’of the second criterion identifies a somewhat different
packet df research concerns for the College Board. The second criterion
raises such quesgions aé how can the College Board help institutions or
educational systems to identify and clarify the issues they should be

encouraged to probe on their campuses, or within their educational systems?

Further, how can the College Board encourage the development of broad

20
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socletal pet;specbifves on the economics of CBE. The secound criterion also
anti‘cipat.es that the,'College Board will be looked to for comment, criticism,
perhaps endorsement under certain circumsta-nce,s, of findings and conslusions
of research conducted on the economics for CBE.

The research roles suggested for th;e College Board by the selcond
criterion are two fold. By all means, the College Board should encourage
the 1nteres£ and involvement of educational economi ts in theoretical and
practical concerns 'for the economics of credit by examination. In this
regard there is a very fortun-aat;e byproduct that could be-the resul: of the
study reported here. That is, the report prep;red by consultant Klees
contains the basic ingvr?dients for two papers or articles. In his report
Klees has demonstrated a talent for translating many‘of the intricacies of
economic t‘heory into words that convey meaning for those not professionally
. \ e , :

schooled in economics. It would be useful to encourage Klees either to

‘. .

write for the Colleger Board Review or to be featured at a College Board
National Forun;- Anot-her'possibility might be the colloquium being planned
by College Board on c‘:redit by examination. In this regard he should be
asked to highlight, ﬁainly for educational administrators and policy mal:ers,
the ways,‘thag different economic paradigms.give rise to different issues
regarding the economics of CBE. The purpose to be served by this paper
would be to- increase the awareness of administ;’ators and planners of the
complexiiLy of economic 1issues 1n'CBE in the hope that they will become
better informed and more questioning of an_alyses that are 1nadequ‘ate or
incomplete. The second paper or article that Klees should be encouraged to
wrife woulid be one addressed to professional economists with the objective

of encouraging .them and their graduate students to investigate various

aspetts of the economics of CBE. This -paper should be publishable 1in

-
>

journals of American Economics Association or American Educational Research

-
hd
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Association. Wagner and Kendis may also have material for articles in

professionai journals. Therefore, if they could like to draw upon the
rapers they produced for this réport, it is recommended that they be allowed
to do so-

That second criterion suggests a further research role for the Cdilege
Board beyond that discussed immediately above; The College Board needs to

set the stage for, and make possible investigations of the economics of CBE

Ve

that transcend/fhe Jdata available to a particular institution. The consul-

tants, fbr eXégple, commented on the fact that relatively little systematic
information 1s available regarding th; behavior of candidates who partici-
pate in CBE. These gfps in our knowledge run the full gamut of th}CBE does
or does not influence a student’s choice o£ college,’how CBE influences éhe
educational programming of students, how CBE influences the time students
spend completing degree requirements, how CBE influences eduGationalfdegif

sions and career outcomes beyond the undergraduate degree, whether questions.

- @
such as these are answered differently for participants in the APP or CLEP,

‘and whether questions such as these are answered differently for different

~

categories of students such as tra?itional college age youths, mature

adults, women, minorities, etc. The import of data of this sort can be ‘seen
. . _ , .

in the consultant’s observation about the reported savings in Florida due to

CBE, where the issue turns on whether CBE students do 1ndeéd shorten their

degree completion time significantly. Implied here is a need for a data

‘base of significant information derived from a longitudinal study of CBE

candidates.

Studies two and three of the Wagner report (1) and the first study (2)

of the Kendis report could be a nucleus for developing the kinds of student

(1) Stude;ts Responge to CBE Options anrd Students Outcomes.
(2) Follow-up Study of CBE Students.
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behavior information that would seem to be useful for the College Board to
have available: However, neither consultant was sufficiently expliicit for
this author to recommend the development of either set of suggestio: into a

"full proposal. Further discussions and clarifications with Wagner and or
» .
Kendis would be a profitable intermediate step prior to a decision to seek a

» +

full proposal. Wha{ should be éought by way of research is a study or a

~

.

coordinated set of étudiesFthat would grovide a broad basis for understand-

ing how CBE candidates differ in their behaviour from non-CBE students in

-

terms that ure educationally-economiéally g{gnificant.

With .- data from such studies in hand the College Board could contribute

materiallyv to advanciﬁgxunderstanding of the economics of CFE. These data

would make it possible to delineate ‘specific issues that individual institu-

-t%pns might wish to investigate on their campuses. Fhen published by
College Board, these data would also make it possible for institutions that
conduct local investigations to have some sense of whether they were focused
on typic;1 or very unusual circumstances of CBE. These dataﬁwoulg also make
it possible for the Col}ege Board to advise institutions on the likely
applicability to their situation or research completed elsewhere.

’ 1t is difficult to provide a general indication of the. anticipated
cost .of such a study(s). Apparently there are considerable flexibilities
in design. To interpoléte the consultant’s rough estimates to try to nail

: ™
down the end—points'on a cost range is difficu’' . However, it would appear
that expense in the range of $75,000 to $160,000 for work to be conducted
over about a three:ygar neriod is‘likely. R
What to do about the consultants’ recommendations which have not been
covered by the above discussion? These include:

From Klees: The generél notion of encouraging a diverse group of educa-

tional economists to tie into a common daia base for the

conduct of specific studies. v
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From Kendis: (a) A study of the effects of an information rprogramceon
participation in APP and CLEP.

(b) Instirutional Surveys conducted at the departmental

.

level. ~

From Wagner: Inatitutional-Faculty responses to CBE.

These recommendations cannot ﬁe dismissed completely. Each suggestion
seems to have some merits. However given the two criteria for'identifying
’College Board’s felaf?onéhip Lo research on éhe ecoggmics of CBE, the
suggestions offered by the consultants whifh have not been covered by the
detailed discussion of thié section of the report wAuld seem to have a

lower priority claim on the College Board’s limited resources for research.

For this reason the author of this report does not suggest that the College

~
~

3§ard, itsélf, follow-up these suggestions in the near future.

One further conclusion, It:1is clear that this £irst phasé of‘reseérch by
the College Board on the economics of CBE has 1dentified three thoughtful
and 1interested economists who can ¢ontribute to the College Board. By
design they have operated 1independently of -each other. It is recommended
that an effort be made to harness their talents in a collective gffort.
That 1is, it 1s recommended that a meeting be arranged of the'three consul-
tants, and appropriate College Board and ETS staff. The aéenda for this
meeting would be to develop a College Board long term research stra;egy for
the‘§:f:: of the economics of credit by examination. This_report, includi.g
the threé consult#nts'_papers would become backgrOuna materials for 'such a

meeting. A deliberate effort should be made to make. this a working meeting-

It might extend for 1 1/2 days. The first half day would be focused on

30
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ﬁéckgound and an open discussion of the consQltants' papers and this report.
Then the group éhould be divided fossibly into two work grouns to formulate
specific recommendations. Tor the last half day, the group would again
function as a committee Oftthe whole to consolidate recommendations into a
sipgle strategy sgétement-

If this last recommendation 1is accepted, it would be useful to include
in the group Dr. Douglas Windham, co-director, NIE-Education Finance and
Productivity CenFer‘located at the Un}Versitv of Chicago. He was approached
to serve as one'of the consultant; for this prpject- With regret he de-

clined because the assignment came at a most inopportune time. He was in

the throes of organizing the Center. However, Dr. Windham was quite clear

. 1in expressing his strong interest in the problem and in suggesting that the

resources of the Center miﬁ\tvbe useful to the College Board.
I8} b& .
Further 1if this recommendation 1is accepted, it will be importani to
keep the s.ze of the meeting to a small number. The author emphasizes that

this meeting 1s seen as a working committee not only to generate general

advice and counsel but to advance specific and practical recommendations.

These objectives would be most difficult ;o aftain-in a\large meeting.
To summarize, the following recomaendations have been offered in this

section of the report;

1. That steps be taken to encourage the community of professional educa—-

tional economists to andertake studie=s of the econémics of credit by

examination. .

2. That steps be taken to acquaint educational leaders, planners and policy

makers with the complexities of the economic issues in CBE including thcse

{ssues that arise because of a diversity of economic paradigms.

Ja



3. That steps be taken to develop analytic models that institutions 'can use

to cuonduct local investigations of CBE. l

4. That data be gathered and published to expand our uﬁderstanding of the
- behavior of CBE students and the institutions they attend in so far as this
behavior has economic implicagions or ramificatipné. ‘ ‘
5- That a working meeting of the.consultants who contributed tc this first
pﬁage study be arrangedlwith the view toward developing a long term-strategv

tor College Board research on the economics of CBE.

26
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Summary and Conclusiony

1. Despite continued and growing usc of credit by cxaminaticn;

]

. quantitative analysis of its offects, costs, and benefits demands

' a systematic and comprchensive study or cevies of sstudies measuring:

1
\

a). the behavior of participants in schoe

k) the impact on the institutions

c) the resulting impact on the lives of the studencs
Most dis cussxons and rccommendatlons in this report will refer to
and develcp components for these fol]ow—up studles.

2. APP and CLEP, as delivery systems for tn; concept of credlt by

-

. examination, may rcguire added ﬁ;ex1b111ty in their utilization both

Vs

by <tudents and in stitutions. Future need 4For yet anotlier delivery

+

structure may be apparent as colleges and universities recogqnize credit

’

/ : :
and placemcnt oy examination as a powerful policy tool.

3. The insti tb*'onal coatg”and benefits of credit by examina ion

\ . ) ) 4
are con51de:ablc, vct often beyond the control of tho:e admi nlstrators

' ’ 5 « . 3 . .
who foster the corceept of greater artlculgtlon between a variety of
educational syutems. In atitention to *quality"™ and "programn" con-

sideratinns demanrds the devojopment of instituticnal tools tc aid

administrators’-in wpasurlng internal firancial effects of cre edit by

-

- axaminati nr,as well as.controlling thece eFfeﬂts., I,ixewise, ‘'ew
. RN
tocls to maxnjmige the use of APP data to davelop new programs must

he a future consideration. . 1
4, Dusyite easly indications th?t public)invdlvement in credit by
]

ex,minatinon genera:éﬁ co%51d"raole savings to the states, all

l’VﬂCLLgatOfS ~he caveat that additionel study is clearly

-

o
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indicated. They- fear that declining enrollments may deviate these
"boom-period" . savings. ‘Thcy also admit to concerns of the acédemic
commﬁnity in the field of quality béntrol.

5. Thd long rangc;necds of the non~£radition51 learner and diversi-

fied sducational systems must be met by credit by dxaminaticn as an

articulation device. Either the APP and CLEP systems mwst remain

-

flexible, or comprchensive »regradms must be developed with the
knowiedge'gaiaed'through evaluation of the follow-up studies

* rccommended in this report.
. A }
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-3f credit by examiration pbolicy.is homogenous.
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Neither higher education finance nor the implementation

w' 11, the standard delineatjon of institutional fype and control.

Introduction - A Structural Overview s

(not including proprictary institutions):

For purposes of discussion one may categorize credik by examination
]

University

4 - year

2 - year
community based

programs by degree of ‘mplementation:

Thus cach dinscussion in this

dependirg on the institution

~

of the student.
from a yecar or moro away ‘rom study, a transfer student, a foreign.

educated student, and an adult ron-traditional student e=ach have

individual nends

-
Credit by score

Credit by score and ad¢itional
evaiutation

Placement only by score ‘
Placerert only by score plus
additional evaluation
Conditional credit it
additicnal coursework pursued
Credit awardcd but carly gradu-

-

_ation rot possible

{

Consider, if you

"

.

4

4

report may contain 144 variants,

to which the program applies. To
. U EPIE

disaggregate even fur;her, onc must consider the individuality

A gifted high school student, a «'udent returning

for which & credit by examination progran will

3

Use . Clep _ Use APP _ Uge both



differ. Likewisc, the fipancial implicatioas Lo b discustied
L g t 4
. t . . - '
could bl: considered to have more than 500 variants -- all subsots
4. -‘
of the tqpics-tb be treated. L
Y ~
Fnor puyrposcs of orqnnizntion, this report will have the
following'sections: J
" L] v

Articulation \n Higher Education
N Internal Financial Implications
Shifts in Enrollment
Teaching Loads
v Additional Student Services
C Administrative Support
Alumni Good Will
"Market" Advantage
__Financ¢iai Aid
ecrul tment
' An ,Individuals Financial Concerns
* — Incomgs
Costs
N : FPersonal Enrichment
' -Tuition Discounts
. Policy Effects
Project Proposal
Public Support
Current Practices
Access and Choice
Employers and Public Policy
. Stufly Proposals
Cost Cuantification
Deliverv Systems
Bibliography
Avpendix

~




Crodit by Examination and the
Issue of Articulation

in Higher Education

The literature repetitively declares the need for empirical,
qualitative benchmarks for the measurement of éounitive
development throughout higher cducation. Sub;issucs involve:

- transitions from secondary to post secondary

- transitions from 2 year institutions to
4 year institutions (

- transfer anong similar schools
- adult cvaluation
- foreign study
tre growth of AP? and CLEP programs underscores recognition
of the need for articu]ation, and thus hany of the studies cited
focus.on these examnination programs themselves. The goal of- 0
programs applving these measures == cfficient delivery of »
education without ~oducing the gquality of the education. VFaars (4/’
cf gquality dilution_followinq from the notion of warding of
“pheap" degrees, rathér than the systematic translation of
exparimental lerrning into formal credits.
The institutional need for articulation in admiséion policies,
carriculum dovelopment, and guidance and career counseling is now
an issuc of 'wno should ostablish the structure?' and 'by what way?'
The efficiency of large natioﬁal testiry programs has been

mcasurcd agairot the ~ffectivenecss of ean institutional examination




program. The qocl of the torme: 145 to rwduvﬁ coat and the 1ator
i to ensurse quality.  Mhis report does not recomuend an extension
of this dialom. Loewond simp e cort consideration,

Cantrol of quality is a goal.  The study proposals wili
cnphasize measurement o veritication of that quality. dGince
the tocus of thio report s ceconomices by nature, the writoer
assumes no trade-offs exict between quality and cogct from am
institutional perspective.  Academic quality, for purposes of
this discussion,'in static and constant, as 1s the need for
articulatio:.

whether o not various programmatic applications of credit
by exanination schema are coct-effective or cost efficient 1s a

focu., of thio ronort.
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K=ndis ' : Internal-7

Internal Financial Implications of

.Credit by Examination

to College or University N

'or purposes of this discussion, one mﬁgt considér a highly
flexible credit ,»y eramination program,-— one which may vary from
year to year and from department to department. This report intends. .
to promote the de&elopmept of this flexibility’asia policy tool, and
discuss the financial implications which follow. |

1. Shifts in Enrollment. Fields of specialization, though

not always known at matriculation, may become overloaded or suffef
too few studenté if attention isn't afforded the enrollment
implicdtions of awarding credit by examination. The financial
burden of hirind additional academic staff in one field while
underutilizing tenured faculty in another is certainly measurable.
One may also associate the choice of area of concentration - -with
earlier credit by examination eligibility for pu;pqses af:.

Va) planning manpower neeads o p

b¥ shifting creplting policy

2  Teaching Load and Faculty Tenure. VWith tenured faculty

as a fixed cost, colleges and universities may find a need to
accelerate eligible students into those courses most suited for
the teaching skills of the older faculty members. This variable
teaching load could either be analysed ex poste, or anticipated
with a policy change. As always, the maintainance of academic

quality wonld not we the issue, only a college or university's

- ¢ —_—
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recognition of cognitive skills.

3. Addigional Studént Services. With added credit by
examinatidn, the non-traditional learner may indeed comprise‘
a greater portion of the student body. As ncted at the 1977
ACE‘aﬁnual meetings (addreés by Susan Rink BVHM, President
Mundelein College), the added intercst in evenihg Hours
--necegsitated extending the hours which all student faciléties
remain open. Registrar, business~office, sgcurity, custodians --—
all were neceded as the student population shifted tC _more énd
more non-traditional students.

Career planning and placeﬁent services assume an added
dimension with mofe non-traditional students. Even an additional
service curziculum in learning strategies$ is now a necessity.

4. Support for Credit By Examination Itself. Administration

of student date, evaluative ﬁéterial, test ccores, and historical
records will incrcase directly with an expanded crediting program.
Institutions must anticipate thcecse cbsts, as well as thevtime
necessary to .-makxe thoughtful decisions. In the case where the

APy and CLEP programs arc not adequate for the institutions, one
must then calculate ﬁhe Aevelopment and supervising of additional
testing materials. This arca is wmost sensitive to disaggregation
by institutign type and area of study; for many smaller spediality
schools or department mzy ﬁeed to do their own cvaluation.

5. Alumni Good Will - As A Penefit With Rewards. One must

state the obvious -- that a good credit by e:xamination program will be

" looked uvon favorably by graduates of the instituticn. To gualify
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the positive influence on alumni or even corporate giving to the
institution and then to isolate that share of giving attributable
to a crediting program seems tenuousvat best. .ut alumni giving
studiés are few and far betwéen, and with fﬁture fiscal pressures
mounting for colleées and universities, they will need the help
of all 6f their former students.

6. "Market" Advantage in Higher Education. One catégory

of utilization not enumerated in this introduction includes those
institutions who do not recognize credit by examination at all. If
‘
one were to consider the "market" from which each institution draws
its student bcdy( it -is obvious the eventual comparisohs of
institutions who award credit and those who do not will be part of
the acceptance process. Anticipated costs could be reflected in
incroased net transfer loss (by department) or diminished admissions
vield. An everfinqreasing phenomenon is "slippage" in admissions,
or the diminished number of gtudents who actually martriculate each .
fall as opposed to those who say they intend fo enroll. Since the
summer is the period when credit by examination occurs, those
institutions ignoring APP or CLEP will be susceptible to an increase
in "summer slippaga".

7. Internal financial Aid Implicatior f Credit by

Examination.

Without empirical evidence to eithevr support: or refute
hypotheses concerning the finarcial needs of credit by examination
participents, one must consider at face value these rather extended

supnositions:
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lj vA?P participants are,‘in the majority,
from socio/economic backgrounds with greater
available resources for higher education
'expenditures, either through personal and
family assets, or by qualifications for funds
awarded to cognitive skills.

2. CLEP participants are inaepéndent“aﬁd
have above~average means or access to capital
to finance their educational costs.

3. The admissiohs)and recruitment fungtions
(sic. marketing) in colleges and.univbrsities
may find credit by examination candidates a
ready and willing market for their efforts.
4. One subsequent effect of additional APP
and CLEP participants in the studént pcpulaticn

should ~hus be diminished financial need.

That portion of a student aid budget which impacts
institutioral funds -- either through direct awards or through
administrative custs should diminish with additional credit by
éxamination students.

Transfer admissions, often a pool of applicants with 100%
':_‘bf the students needing evaluation, will carry the same financial;

aid impact, but to a greater extent. |
By targeting efforts toward APP and CLE® students, éen
institution‘éan slow the growth cof financial need while

continuing policies emphasizing quality and admission without

~
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consideration of ability to pay.

8. Credit by Examinatior As a Recruitment Device. Credit

by examination as a college and university recruitment device is
undoubtedly the least explofgd and perhaps the most potentially
profitable dimension of the prégram. Literature on the subject is

ron-existent; the utilization of credit by examination in recruit-

]

ment techniques and publications is rate and limited in scope. It
is clearly virgin and; fertile gfoundcfor cultivation.

The Advanced Placement Program offers recruitment
opportunities at two levels: £he obvious post-initial contact
enticement and the less apparént use of the pr&gram to identify
‘top students and secondary schools. Any college or uﬁiversity
which participates ir the <Advanced Placemebt Program can easily
and‘inekpeqsively psé§ent information apput it in their publications,
notihg its relative advantages in sﬁch a way as to convert it in;o
a recruitment{device. The rfirst step, assuming that tﬁe institution
hés déveléped a coherent and comprehensive Advanced Placement
pelicy, ls to investigate the AP policies of competitor schools,

" so tnat it is possible to differentiate‘it froﬁ tﬁeirsb(without»“'
di;éct regefénce, n% course). The néxt step would be to develop

an ndvanced Placement brochure which,would he sent to all applidants
f.or admitted students who are involved in advaneed placement programs.
By iﬁcluding a questioh raegarding participation in the proéram in
the”gdmission application, they could eithér byfhand—manaaed“nrm-mw;“__
computerized {dependina upon the size and resources of the

admissions offise concerned). Admit letters could also be

41
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personalized to include a paragraph regarding the opportunities
a?ailable to AP students at the institution. 1In orderFto maximize
the recruitment opportunity presentéd, a foilow;up study should

be undertaken to determine what the short and long range
advantages of involvement in the prograﬁ,have_been to ;hé
participating studeﬁts at the instit;tion concerned.

- Another éqssible approach to.post-jﬂitial,contact fecruit—.
nment would be to develop an on campus program for Advanced Placeﬁent
students which consists of more than credit award ana placefient
policies. Depending upon the nature of the institution concerned,

the emphasis could be upon early graduation, early entrance into
é;;duate study at the same inStitution, enrichment, research opéor_
tunities, or some combination of the préceeding. At least, theA
hdvanced Placement prégram could be integrated, to scue degreze,
intc am-existing generai honors program, since the student-overlapc
in thé two programs would undoubtedly be significant.

wThe key to tﬁe approach té Advanced ?1acement‘as a post-
initial égntact‘recruitment device is knowing your own and, your
competitors' policies_well, maximize the possibilities of your. on
campus .program and insuring that your contacts and Applicants
sﬁare that knowledgye. The limitation of this approach is that is
is weactive. Howéver; a further use of the AP progrAm couldlbe as
a device to identify top students and»schools. One could target
AP high schools for recruitrient byv reqﬁesting a list of‘éither
the”3939'§ch0615,involvéd in thempréjfdﬁpaffNSay{'fhe”iﬁdméchbois

producing the largesi number of successful {by score) AP students.

42 . ) 4\/
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The recruitment possibilities here are numerous: one could
correspond with the guidance counselor .and/or AP teachers and

coorc.nator regarding prospective candidates and AP opportunities

at the college concerned; one could seek out AP classes to address

I

during school visits, one could invite AP classes to campusﬂforfw“

programs, etc. Participation in an AP program could also ﬁ???@g,é,__

criteria for competitive rankings of high schools by eolleges,
along Q;th averade SAT's and percentages going on to college.
Although it is not currentTy possible te do so, if ETS
could make available the names and addresses of students who took
AP Exams in May of the junior year, by score, collegeg\eﬁa unli

versities could contact the students in whom they were interested.

The major problem in using AP as a recruitment device is that most

t
i

students do not take their AP erams until May of their senior year

!
i

in high school, long after both they and respective admissions
offices have completed tﬁeir'delibefations and made their choices
The availability oOf juniorvyeaf exam sceres, similar to the/CEEB
Search approach, could ameliorate the situation. |

The Colleée Level Examination Program presents a simil%;lyf
large number of recruitment possibilities. Here, again, there are
two levels of response - reactive and outreaching. Certainly,

information abocut participation in the CLEP program, or existin
; P ; g

credit by examination possibilities could be prot ded ir the

-m;ecruitmentr1iteraturexwmlhdeedywthe~Florida“1egislature requires

7

Florida State colleges and universities to include information

e 4 Ve
’
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& /
the use of lists of CT“P exam candidates could ke publlshed
N A b ..
should studies indicxte that a signfiicant number of”students\

:took'the examns before applying to‘college.
The largest single group ,of CLEP participants are in the
eichteen-year old category, not the adult student& for whom the

program: was develdped. Ccrtalnly any pollcy whlch prov1des cred’t

“ -

Hto thase students on the ba51s of CLEP scores or alternate testlng

deV1e€§ pould be mentioned in the institutional recruitment

publiéaﬁion . The issye of marké\\segmentatlon is brought 1nt0

)

focus by this group, however. Ther2 is some dlsagxccment about

whether: trad1t10n°lly educated ejighteen year olds should be allowed

to take CLLF exams, or it dddlulonal AP courses and exams chould
be 4evelo ~ed to covnr the newly emerglng courses in the high
school.gurricﬁlum. Ingeed, we need to study whether the AP and
CLEP p?ograms are ‘appealing to simiiép‘pr\different groups of
students and institutions. 1t i§\9ritical to’ the whole future of |
credit by examinacion that we separate the programs if that is
how they are pérceived, merge them if that is apprqpriaéeﬂ or
develop alternative testing devices if that is indicated.
Finally, trere is ope %nherent danger in using c;edit by"
examination as a recrujtrent tool whicﬁ shouid pe outlined. One
must be cautioﬁs not to dildta the quality‘of anlinstitution;s
;ducational level or Ed'jeopardize its reputation, by succumbing .
toltbe temétntiOn of buylng .students by'"giving"»fhem -credit -

for lowe* scores (eapeclally in order ta better a competitor's

~offer. A poessible solytion to that problem would’be to have an
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. R , .
office in the institution, separate from the admissions office
and, under faculty supervision,” hardle the development of policy

and the awarding of credit. It is important tc remember that if

- . . . .

the, credit by examination policies tarnish the college or uni-

versity's reputation, the benefits of using credit by examination
(AN

.as a recruitment device are more than negated.
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An Indivicdual's Pinancial Effects -

Credit by Examination and Returns to

~
——

Investment in Human Capital

. Returns to investment in human cap?tal, in the standarad

formulations, behave propoctionally with some measure.of "qdaiitY?
and inversely with a quantification of "cost". To the individual -

student, then, a credit by examination prograin, whether an input ‘
of enrichment or acceler?}ISHj“will increase the return of his “

~
~ hat}

investment in himself://érecision in these measurements is a
. _ _ . : N . W

project for futurelconsideration; for "quaiity"'and resvlting

é

income or saulsfaptnon now as sumes a new d1men51on when we

-

manipulata time and cost Cognitive developﬂont to 1nducc an

1ndlv1dadls income was oftnn assumed to requlve a rather statlc

AN

input of 4 or wore y=28rs at a Luxtlon‘"prlce" and thp opportunlty

' ‘ _ . Y
cost of foregone earnings for that same four or nore years. With

an accelerated stuady program, these costs components are bot g
)

reduvced -- price, if less costs are incurred; and foregone earnings,
if the student either accelrrated his entrance into the labor.

market or avails himself of the opportunity to earn ddfﬁng his

ctudics. Most important is the formulation for the adult or non-
tyaditional learner, fqr whom the foregone earnings cost is a

. greater impediment to a return to schooling.

. 1. Effects on Incomes. The author cf this repo t does not

support the offten popular notions concerning dlmlnlshlng refurns

' x

: to investments in higher education. Standard. meaburcment d].fflcult:n.e‘=

cloud the issve in the’ current literature, but when isolating the

9
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students participating in credit by examination programs, the

results

are gquite clear:

The talented student attaining credii and advanced
olacement enriches his' or her studies-ané entrance
iﬁto.pfofessional training. Farlier and greater
advanced training gene}afégﬂwages and salartes for

thes - students, partiéularly compared to their'incqmes"

"without consideration.

2.

Adult learners in pursuit of a degreec often do so

out of an employer-jinduced motivation in the form

of an income increase.

Spouses entering studies may enter the labor mdrket
where they-héd not:participated in the past. . \
chraining or career changes, either to avoié a
dec]iﬁing field or pursue a new endeavor should

cartainly -e¥parience greater incomes.

Effeéts on Costs. Absent in the human capital

arguement in the.literature is a discussion of the impact of

education on personal finances. Whether the student is an

adult wh

o takes a course in consumer practices or a potential

health professional finding the time to Study investments --—

the effects of additional education will be an increase in the

ihdividuals ability to handle his own incomes, expenses, assets,

v

and debts. Again, the credit by examination student provides

an isolzted group of studénts for whom this behavior is typical.

3.;

Perscnal Enrichment. Job satisfaction,-that gualitative

48.
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measurement which has thus far escaped hard empirical measurement,
is Often a motivation for credit by examination students to en;er
a study.;rograﬁ. The economic effects are tangible, in that ;
person who seeks tnis degree of "s?tisfaction" may spend funds or
time in its p;rsuit. Enriched‘or accélerat;d programs of study

must, in the‘larger view, increase the inherent quality of the

individual's life experience. {

4. Quantifying the Student's Benefits --.As a Tuition Discount
To transeend the variety of programs and applications of credit by
examination, and to hold academic quality as comparable from one

institution to another ceteris parabis the "discount” awarded

to students is the difference in tuition charges incurred to attain
the degree or complete the program of study. If there is ‘a time

component, then living expenses for the period saved due to

accelerated studies must be included, net of travel required or

additional charges.

Discount to Student hypothetical cost of studies
- accelerated tuition costs
+ savings in living expenses v

- additional expenses {child
care, travel)

This is a budget calculation involving alternative choices of

educational programs offering credit or no credit by examination.

5. Dissemination and Credit by‘Examinatioﬁ Policy. Important
iﬁ thetanalysis is not that a discount exists, but that the

"individual student would do when or if he knew of this discount.

4
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Again, this writer places greater importance on the entire program

sqrrouqding the credit by examination system. For any given
institution there exists'optimum dissemination, recruitmeﬁ{,fand
counseling strategies best suited for students. Successfully
implemenrting oOne coﬁponent of the program -- awarding cf credit --
without counseling students may impact that st&ients ability to

tate advan’:age of the program.

Project Proposal

1. . As a component of the foliow—up procedures fo} credit
by examination students, é measurement of costs and incomes 9f
participants surveyed will yield some standard p«'terns or mpdels
of the effect of c;edit by examination. |

2. 3Surveys of insti%utions will outline standard dissémination
pulicies, and the effect of these policies on the experiences of

|
the students in these institutions.

b ) J

3, Wwith participation of career planning professionals, /
additionél rodels or concepts nust be developed to envisonage .
all possible uses of credit by oxamiration to enhance a person's. "
career path.

4. These concepts can be assemblcd.into three types of
documents:

a. A guide for students to be a part of the

A?P and CLEP service. This‘guide’wili

focus on the aconomics of credit by

examination and its practical appl1cations,

50 . {7



b. Preparation ©f analvtic tools for
institutions to use when studying or
surveying their own Stddent populations
or potential student markets. These
models would show what educational and
training needs apply to their own programs.

c. Preparation of outline dissemination
materials for the scﬁools~themselves
to utilize in a complete "program"
approach to credit by examination.
These guidance materialé would, again,
eaphasize the economics of enrichment

and acc>lerut10n of programs of study.

A/
The ahove pro jggtvz//;;t in the scope of the study recom-
e
mendations (; J/Zt (see section of studies), but follcws

from the discussion of issues.

n
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Public Support tor Credit by Examination

1. <Current Practices.

This discussion is predicated on the assumptien that the
fundamental aim of government involvement in education, whether
at the city, county, state or national level, is to produce the
bast education for the lowest cost. It is the combination of
guality and wconomi which should guide public support for credit
b? examination ~- not a concern for maintaining a bureaucracy or
filling élassrooms.

Clearly the governmental interest evidenced to date in the
College nevel Examination Program has been largely, if not
entirely, by statec governments, and their intent has been uniform --
to reduce costs to taxpayers: Furthermore, in cases where state-
affliated colleue or university administrators axc discussing the
merits of the CLEP wviogram, they too stress the economy of the
program as comgared to classroom instructionf But, is that the
only wmeasuvre i the economy of credit by examination?

The State of Florida is ky far the lcader in public support
for credit by examination; indeed, a 1973 state statute requires
each university in the state university system to offe; CLED
examinations (or their equivalents) at least once a year and to
give full cradit for satisfactory performance. Thomas E. Furlong,
Jr., who just completed a diésertation foé which he surveyed
Florida collec and university administrators, found, among
other things, that they feel that both the state and the

J individual ctudencs were saving money because of their involvement

ERIC
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in the CLEP program. Furlong questioned the correctness of their
pe?ception, because he fears hidden costs, as well as a tendency
among students not to use the CLIw credits to graduate carly.
He is pleased chat the state is reviewing the whole issue in ' )
order to develop more sophisticated legislation.

Administrators from the~Illinois Community College Board,
the City Colleges of Chicago and the University of Illinois havc
all presented papers which extol the virtues of credi:t by exam-
;nagion as a state tax dollar saving device. However, each of

7

Hﬁhem indicates a need for more definitive research in oxder to
\,
)]
assess the impact of credit by examination on institutional and
\

st%te financas. Stailings, IMLl<amoni and Heil, of the University e

of Illinois, also zall for test validation. Indeed, a hint of

fear for guality dilution i ase .rrible in every piece.

Based on the state of '7- lit ra‘uare onée can only assune
that some states and stzte i stitulions nave fallen prey o the
lure of a fast buck.' Ejitom ~i-. this ZIc Jimmy McCluskey's

description of CLEP at Ar- .1sas S.ate Uriversity. He gleefully
exclaims that because ASU i5 a national test center and is
cherefore reimbursed by ETS for mwst of the costs of adminicster—
ing the program,‘credit by cwamination is quite nearly a
boondog:le. It is certainly time to question these assumptions,
presumptions and simplistic cost analyses.

New York Statz has become involved in tlie most extremz
form of credit by examination ih its Regents External Degrees

and EFmpire State Coliege, neitber of which "schools" have campuses:

O
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graduation can be accomplished solely through credit by
examination and transfer credit. As the furthest extension

of the credit by evamination concept,these programs provide
fascinating research opportunities. Another New York program,
Project Ad&ance, adds stilil another dimension to the articulation
of high school and college, as an alternative to the Advanced
Placement Program. Syracuse University and/New York State have
developea this special brogram which permits higb school seniors
to take courses in the high school setting but sponsored by tpe
University. Similar programs have developed in California,
Connecticut and Utah, as well. These high school college
cooperative programs.seem to have developed in lieu of public
support feor the Acvanced Placemen: Program. Only Pennsylvania
{(1963) and Ohio (1964) have dabbled in recommendations regarding
Advanced Placement programs in stdte secondary schqols; nothing
cf substance scéﬁs to have resulted from them. It'is probable
that one factor'in the lack of public-support of the AP program
;; tha+ it is peo ived, primarily because of necessarily raduced
class si~e in AP courses, to be more expenszive than ieqular
honore prosrams. One is uhlikeiy‘to unearth a single study
’which quections the qualiyx of the Advanced Placement program,
howeve:r, and it is well acczpted by even the most selective

colleges and urivers.ties in the country.
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( 2. Study Implications. .

The question of financial implications at the state level
caused by credit by examination regqguires a thorough cost analysis
by institutions and by states as wholes, investigated via surveys.
We may.Well be surprised by }ha result. CLEP may not be as
economical as all have aséumed, if students are not utilizing it
to graduate early; Advanced Placement Programs at the se condary
school level may not be as expensive as currently thoﬁghf if AP
students go on to state or state aided colleges aﬂa universities
and use their AP credit to accelerate their undergraduate degrées.
Furthe. nore, the impact of the declining birth rate must be
factored into the costs/bencfits of credit by exawmination. Under -
enrolled community colleges may not be as receptive to CLEF;
smaller clas; sizes way make AT ‘programs morc feasible. A
recession economy and a declining birth rate present both
difficulties and exciting challenges to th2 educationsl profession.
Using credit by examination as a catalyét, pefhaps wa can approach
the fﬁtur innovatively and increase the qyality of education
while decreasiﬁg its cost, not despite hut because of fewer
-students, |

3. Public Policy and The Issues of Access and Choice in
Higher Ecucation. ’
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.

Although~to date the states who develop, sponsor, and
promote (but most£>\subsidize) credit by examination do‘so with
large scale, major pregrams. Often motivation is cost savings ~—-
sbmetimes_attention to the aduit léarner, but somehow negated in,

f

the discufsion is the longstanding public committment to increasing

. . ' <
every individuals access and choicer possiblilities in higher
s

education.

One need not hypothesize cases of individuals (often

o
i

labeled "non~tradftiona1"),who feel that they are not eligible

ever for adnission. to much less aid for higher education. The

geas outlined in the FIPSE project Making It Count, of reducing
informational inefficiencies are applicable to credit by exam-

ination whove ¢learlysthe existence of these credit programs

] .
-

enlightens poteéntial students as t their matriculation. and/or

aid elicibility.

4. Study Proposal.

When does credit by exumination accesz and choice, and
by how much? Surely, the follow-up study can include questions
&

to measurce wvhat percentage of credit by examiratjon participants

were enlightened or informed of admissions and aid eligibility.

More importantly, a sample or sapics of non participants could

. . ) s . .
) certaipnly indicatp the need for credit by eramination programs.
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The most obvious public role could be for dissemination
of the concept of credit by examihation. Were the general
potential non—tradifional population fully aware of credit by
examination, then the public responéibility is met. It is not
within the scope of this report to propose’ inguiries into pullic
attitudes, but surely a major public program in credit by exam-

ination would include such a survey.

R

5. The Unemployment Benefit to Higher Education -
And the Role of the Employer And Puklic Policy.

public policy notwithstanding. _ncreased unemplovment in
any given economic sector generally induces increase.enrollments —=
either for those unable to find a jéb or those ungilling to enter
the labor market without the added "eage“ they feel more education
will give (see Steven Dreéch "The Unemployment Eenefit Toc Post-
Secondary Educaticn” I.D.E.S.vNew Haven‘1976).

Employers, likebise, often utilize slack periods to offer
additional training opportuni;ies;to employees. Since g;ansfer
payments are ofren borrne by emplo&ers anyway, oue financial

impact of an economic downturn col1ld be increased enrollments -~-
1 .

if the stucdy progcrams were available and well known.
/ .

Interiction betweeun schocls offering credit by examination
and employers to tailor programs to meet profassional needs as
well as accelerate studies to abtract students who other wise

would be counted as unemployed should be a goal of public pol;cy.
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) An effective use of tax dollars could promote this interaction
through: |
A. A study showing the relative cost to
the emnloyer of laying off and rehiring
(hnd often retraining replacement)
personn1 as opposed to their entering
a program of study while workiny full <
'or part-time.
B. Public efforts at inéreasing this type

of interaction betwgen schoecls and employers.

C. Public subsidies Yo retrain marginal

Al

&

workers who might take advantage of credit
by examination.
The above discussion ceftainly considers the project
i surpius of eiementary and secondary teachers as a prime
candidate fer public support for credit by examination.
Although this is a manpower allocation issue, certainly

e,
public education inducements, subsidies, cr informatiion

Gissemination prcgrams would focus on the use of credit by

examination.

SN
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Study Proposals

A. A Fundamental Follow-Up Study of Credit by Examination
Students.

The prececeding sections on articulation, public sup?ort,
internal instituticnal effects, and pcrsonal economics demanded
additional empirical evidence to quantify cost, benefits andh
behavioral implications of‘credit by examination. This section
delineates those areas»éf investigatién under. the scope of a
follow-up of previous pfogram participa;ts.. The design of the
study is for eventual longitudinal éppiidétion ;- with tﬁ?~basic

core of data updated @nnually. The sawple size should Le determined

as necessary to assurc validity and reliability of theo data

LY

[see cost estimation materiall distinct categories of questions

must appear. e

1. Socio/cconomic/demographic background. As in the basic

S.D.Q. data, with frequency distribution responses.

2. Pre-gradnation work experience, and earnings.

3. Educaticral path, or number of credits obtéined thrduqh

- N

coursewvork over time. ~

4. Credit by examination participation, application, success.
5. Use of credit awarded - either enrichm=nt or accelevation.
6. Methuds of finzncing studies. :

7. Post graduate work experience.
8. Attituces towards:

- anrnllment

'R

-
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- choice of school \
- field of study

- alumni contributions

The methodoloagy would be a well constructed sample of student
fron: APP and CLEP achieves. Every effort should be made to link
data from ATP, CSS, or GRE programs on APP students for research

purposes. Validity can be assurad through & small (200) reliability

study.

B. A Control Group Experiment in Dissemination.

Using current studgnts or potential-students, it would be
useful to know the effect of an iniormat;on program on APP/CLEP
participation or ever eventual educational ov ‘cognitive attainment.
A project could be developed to survey students with vary%ng
degrees of xnowledge about credit by examingtion generally, and thean
financial iwmplications as described above. Then follow-ups could
evaluate eduvcatcicnal career, and éarnings‘attainments of students
with varying and guantifiably diifferent knowledge of credist by
examination possibilities. h .

The military, where DANTES annually tests potential students,
could be fettile ground for controlled experiements in education.
Again -- we wish to measure eventual incomes and costs aé a function

¢ © the knowledge and eventual use of credit by examination.

C. Institutional Survey.

Further precision, disaggregated to the department level and

yvear by vear comparisous must be. shown in the measurement of

b.
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utilizatiop of credit by examination. With different schools
selected by institution type'and p;ogram participatibn, an
annual tally of actual credits and placements resulting from’
CLE? or APP will aid cost analysig.

Studies exiot, certainly, surveying institutions. A
standardized, and comprehensive approach would gather data on
all institutional uses and systematically sample costs’ incurred
in representative groups of schools.

Cost reporting‘for those institutions undertaking their own

testing system would provide'additional,analytic perspective.

Total progran costs, including additional student services and
Jotal prc

administrative cos-s will be the target of the in-depth survey.

D. A Mcdel to Measure Internal Enrollment Inmpacts of APP and CLEP.

2s a servcie to users, a computer based model should be
developed te helo colleges and universities moniter the enrollment
ramifications of crediting programs. Components of the model

would be:

a. Histdfisgl patterns of APP and CLEF awards and
\

departmeﬂt - specific enrollments
b. Up to ﬁaﬂ; tally of current enrcllments and
awardsaby discipline
c. Projection of admission pool credit applications
é. Projection of under utilizatfon of faculty cr

staff shortages by depar‘ment.

\\ For larger univorsities, measurement of graduate course
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enrollment would be part of thec model. For smaller schools, an

eyc on the local "competition” would be werth the modeling effort.

E. A Model to Mcasure the Needs of Credit By Dxamination Students.

1. The financial aid component -- since many students in
APP and CLEP do not fit the standard needs analysis p?ttern,
new tools to provide financial assictance should be developed.
2. Student services -- at what 1evél of CLEP enrollment N
do residential requirements of an entire student body
changef Isuag\gddit{onal parcking projecpions warrented?
Must counseling services expand in the future?

’By instituticnal type, a model can analyze en:ollments
to project thess service neacs and their cests. The model
need not be computer based, but merely fit standard analytic

ables. .
table 4

F. A Summarv Analytic Model to Show Total Costs and Budgatary
Inpacts OF (red:t By Examination on Institution.

INFUTS OUTPUTS
- enrollments - physical plant ccsts
- crediting policy . - net tuition effect
- staffing reguirements - personnel costs

and allocation policy

- administrative cost - ancillary benefits
algorythm . (recruitment model)
- aid policy - alditional services
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The object of such a modnl is to analyze, for cach category of
institution, the optimum crediting policy -- not so small as
to lose competitive advantage and incur ncgative good will, but
not so large as to disvupt faculty allocation and demand excessﬁyf '
services. B

Refincments in the model could come with time, but an
obvious goal is to stimulate limited or extensive credit policy

—\

to study financial impact. More than a positive reuristic device,

this mndel could serve an institutional planning role for a college

or university.

Q L

ERIC g - 65

g
:



Cost Estimates For P roposced Studies

¢

1. The Surveys ,

?or the student follow—up,‘the control grbup experiment, aqé
the institutional study, the sample size will need to be esti {ted
by a) ghe anticinated return b) the required statisgical’confidence
level required <) the critical difference in mean responses between
individuals in the survey. A statistical analysis will be required,
but for purposes of cost estimqtion we will assume 5000 students to
be surveyed annually, a control gréup experiment of -1000 population,
and 100 institutions in tho survey. Questionnaire developmeﬁt would
rejuire, ﬁne equivalent of two man/weeks and survey design one man
week for each: Vcrichatlon‘?f rcgponses and a small reiiability
study could_ﬁe included, as well as a budget< item for telephone

follow-ups v non-respondents.

. A " :
Actual processing of guestionnalrec hacs been calculated using

;s

snit estimates from subcontractors in this writer's employv (snee

Appcndix‘II). Arnalytic work and dlssemlnatlon budget items
: [
corresond to previcus work done at Lhe Jnlverqlty of Pennsylvanla.

A $5000 publication budget assumes & $4 unit cost with break-even

implications.




Survey Cogt Estimation Summary

Questionnaire development ;—?YBSUW’“”M‘I}ng'm VI,SOO"M'"
Survey design 1,000 1,500 500
Population si:e (5,000] (1,000) {100]
Survey administration ¢ §3 15,000 3,000 300
Foilow—up vafificatidn * 1,500 500 500 -
Reliability tesﬁ 1,000 - -
Computer file support 25500 2,000. 2,000
Analytic work | 5,000 2,500 2,000
Répért preparation and ¢ "5,000 5,000 2,500
dissemination ' ‘ o
Estimatedngotal direccl cost $33,500 $16,000 $§,800

The above tublc is designed to display approximate budgets
for.survcys of she indicated size~ 'Po estimate total project
cozt, an addit. .nal dbtimase‘for indirect cos@s is neceséary.
Often fesearchkof this natara requires 22% 6f the direct costs
as a budget aoprcximation. Thgse cestimates do not include any
travel or possible public disseminatiqn, which would be in the

form of a seminar or conferepce.

2. The Modeyg.
-, W

Three models a?é-proposed -~ on2 for enrcllment planning,
one for institutional cost projections, ‘and a summary analytic
tool as a cost kenefit device. For Model D and F, the projeéts

. , e
appear to similar to modularly developad intecractive systems at_d/,,//

. 6.
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this writer has worked or in the past.

The enrollment model will contain a module, or separate set
of programs for each dep.rtment analyzed. A module involves ten
man days cf development @$250/day. 1If fifteen subgroups were

standard in a college r~ university then model D would be:

Project design = 5 man dafs
Modules for Departments 10 man days
Admissions 10 man days

Transfers 10 man days

Synthesis - 10 man days

Historicel analysis 10 man days
Data base developmant 5 man days

60 man days @$250

$15,000
Repc .t preparation 5,000
Estimated total development $20,000

cost without including indirect
cost, dissemination or publication
The cost synthesis (model F) involves a diffe:ent approach,
for the computer work is more of an heoristic exercise. Using,
for example, H.E.G.1.S. categories; the model could be a construct
of an interactive inpuﬁ/output table. to he perturbed fcr varictions
in crediting policy. Typically, a médol of this type reguires 6

mar days, such that the whole project involves.
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: r
8 institutional types X 6 man days = 48 —wan days

I

10 man days

structural programming for interactive use

total 58 man days

s x250

$14,500

again, report prepara%tion 5,000

total $19,500

The model F, or a services model for institutional planning,
involves utilizaticn'of the results of survey C (above) . Each
st .-nt service will be noted to have a cost corresponding to
eurollrent levels of non-traditicnal students. This writer finds
this pfoject infinitely flexible, such that the costs will vary
At a later date, furfherv

with the dimensions of the tacgks involved.

specifications could vield hard dollar cost approximations.

rey

RV
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\ ~ 13 . .
Credit Bv Examination Delivery Systems

'Ar'e APP and CLEP Enough?

Demographic phenomina indicated considerahle structural
'« °~ shifts in future college enrollméuts. Despite certain

predictions of ovegali declines, *. .s write: is among thosc
confident that higher education can replacé/standérd,
curriculum patterns with innéVation and flexibility. A:keyl
to higher education's ability to iespond to non-~traditional
e@uéational approachs will be the evaluative and analytic
tools which areuavéilable. Credit by examination regquires
just suchk innovative and flexible deviées. |

Studies cf APP and CLEP~§rograms, such as those outlined
in the previous sections, will produce measures of the "success"
wfgh which higher education has used these_examinationQ; Success
caﬁ‘be measurcd ip cost savings, career advancement, congnitive
development, or overall satisfaction of the student. With results
of this kind, the next phase of ani'comprehensive discussion of
financial implications of credit by examination should not be
constraiged by the limits of the currcnt progréms.

Proposal: With empirical evidence in hand, are APP and CL¥%P
as currently designed, meets higher education's future needs? Do

. - ; —“
the numerical evaluation offer enough distincl:on for hard and

analytic applica*tions? ¢ n APP and CLEP overlap in a mzaningful

way. Can a delivery system bz developed to permit institutions
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to add their own components to the standard tests ig a way
which would maintain national cowmparabilsty? |
—
fiost of the above questions demand, as a framework for
diQCussion, some of the evidence which a COmprehé%sive fullow-
up study of students and institutions will prqQvide. The
~

evaluation of alternative delivery systems is not within the

scope of this report, yet is an obvious and logical consideration

for the future.

L
'

by
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[. INTRODUCTION

In this paper | examine the policy related issues and qhestiO"S that
derive from applying an economics persnective to the increasing us® of

awarding college credits by examination (CBE). The intent is to S€& yhat the
e
issues are, what research has been done relevant to these jssues, "' .n 2t typP
i i : . i
of additional research may be useful. Clearly ccilege credits adit Pa1
;dent

been awarded by using examinations to test the knowledge gained by
through formal course.enrolliments. However, in recent years theré hds pee"

contiderable attention devoted to means of rewarding prior formal O 1nf0rma] iy

j
college level learning, often through the use of examinations, and th mp11ca Ony
of this practice for post-secondary education may be substantial. R

Over the past two decades eccnom1sts have been devoting greate” atte”tTO
to education as an economic ac+1V1ty, since both their theories and Qmo1r1ca]
studies have indicated the potential importance of education to thé econo“1
well being of the individual and the society as a whole. Much of thig e60n0m1cs
of education framework and literature is relevant tc looking at CBE., as wé will
~ discuss below. However, in order to understand the approach of ecONopmists
(BE one musc understand the way in which economics analyzes soc1a1 Dhenome”
Moreover, economics is not unidimensional--there are different econ°M1cs para”
digms and the d1fferent paradigms have different implications for the va1uat1on
of CBE. Not only may the answers to policy questions be different fh d‘ﬁ%rent
perspectives, but the issues and questions that are raised may be d‘Ffereﬂt
well. Policy issues do not arise in a vacuum, but are generated bY the
perspective taken by the policy making structure and individuals. THUS it 1
jmportant for policy-makers to seek new angles ion in order tO 1mpr0V
their abi1it~'?o make wise decisions and even U :sk the most 1mportant'queS+1ons'
It is with this cbjective in mind that this paper has been written- [t i3 no
50 muck that the frameworks of economists raise new issues, althoudh they do
raise some, but that they provide a means of organizing and eva1u6t1hg many
of the issues that have been raised with rospect to CBE in a more ComDrehe"S1v
fashion. | l

In Section Il below I first briefly dis usé the primary economicg pafa’
digm that is in use in the Western .orld, its aprroach, shortcoming. and at
least one alternative to it. In Section I1.B I Took at the palicy "®ated
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questions and issues conc\eerng CBEYhat are raised from these perspectives.
The literature relevant to these-policy questions and issues is then reviewed in
Section III. Finally, in Section IV future research possibilities are explored

that may shed light on unanswered CBf policy questions.

[I. ECONOMIC ISSUES

A. General

The main thrust of economics in the Western world over the past two
centuries has been the examination of the operations of social Systems based
primarily on competitive markets to allocate scarce resources. Building on
Adam Smith's The Wealth of Natinns (1776), economics has become a study of how
the private and public sectors should allocate the:r resources in order to
achieve some sort of overall social optimality or efficiency. The basic thesis
is that the prices of a resource, good, or service, determined in a perfectiy
competitive marketplace by the forces of aggregate demand and supply, is a valid
measure of the ~vatue society attéches to that particular resource, good, or
service. [f this is true such economists argue that the private sector,
allocating resources according to the criterion of profit maximization, will

opqrate in the best interest of society, producting the most valued goods and
services at the Towest possible cost.

Of substantial interest to economists and policy-makers, especially over
the past decade, is how to get the public sector to fulfill this conception of
social efficiency in its operations  This concern has led to the formulation,
development, and wide-spread application of cost-effectiveness and cost benefit
analytical techniques for determining "socially efficient” public sector courses
of action. Both types of analysis focus on the costs of resource use as a
critical element in decision-making. Cost to an economist is the value placed
on Qhat is given up (i.e., opportunity dost) by devotihg resources to one
activit, instead of another, which in a perfectly competitive economy is measured
by the prices of all the resources used. Although costs can be considered from
the perspective of any‘narticular individual or group, the competitive market
economist's concern is usually with costs to the society as a whole.

In order to make sensi/bie social decisions from such an economics perspective,
one rust combine this analysis of social costs.with an analysis of the value
society attaches to _the o comes of the activity in qdestion. According to this
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social cost-benefit calculus,. public sector decision makers should.choose those
policies that maximize the social yain, i.e., the difference between social
benefits and costs. Since most nublic sector activities result in outcomes
that are not sold at the "marketplace," it is often difficult to estimate
benefits in monetary terms, although much economist ingenuity has gone into
trying to do so. If it is impossible to value all the outcomes of an activity b

in a monetary metric, such economists turn to cost-effectiveness analyses to

yield a more limited conception of efficiency as a guide to decision choice.
With cost effectiveness analysis, you determine the effects of alternative
courses of action and choose that alternative that gives either the highest
effectiveness for a given cost, or the minumim cost for a given Tevel of
effectiveness. However, since any public sector activity usually involves

many different outcomes of social interest, choosing the most efficient course
of action usually involves evaluating the trade-offs between different outcome
dimensions. To discover socially valid measures of the value of these outcomes
is difficult at best. Therefore economists strongly favor monetary cost-benefit
analysis, even when it only partially captures the social vafue of outcomes, in
order to yield clear-cut estimnates of the degree to which.the value attached

to system outputs exceeds the value attached to system innuts.

In education these economics approaches have been applied to evaluating the
coste, effects;“and benefits of various types of educational activities. '
Monetary benefit measures have been utilized widely, based on the premise that
educated persons are "sold" on the labor market, and thus one can estimate
the social «value (or a part of it) attached to some educational practice by
analyzing (usually through regression analysis) its impact on individual earnings.
The wages paid to an individual are assumed from this oerspective to be a valid
measure of the social .. .ue attached to his or her productivity, similaF to
the price of any other good. Combined with an analysis of social costs (in-
cluding the very imporiant cost of a student's time, which we will discuss below),
this approach can yield quantitative measures of the social rate of return to
particular educational decisions. Economists have also frequent’y applied cost-
effectiveness to educational evaluation to determine the mbst efficient means
of achieving such ou* .mes as greater cognitive learning, higher enrolliments,

higher graduation rates, or better student transportation.
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Perhaps the most widespread criticism ot the competitive market economics
approach to private and public sector decision-making is its almost complete
~disregard of equity issues. SgEEbeCOnomists see equity as a separable concern
from efficiency; for the most part they believe the latter criterion ‘s the one
about which economics as a science can make oronouncements. Ltquity may be
important from this perspective, as something that is valued by the society,
but economists have no more right to decide what is equitable than any other
individual. Moreover, even if e uity is socially valued, such economists argue
that decisions should still be made:dccording to the efficiency criperion (i.e.,
choose the most socially cost-beneficial alternative), and that the financ}ng_of
that activity can be arranged so as to make it equitable. (Better yet, many
economists would argue, is to take care of equity concerns through the_general
public sector taxation mechanism, cbviating the need to build equity concerns
into every decision.) Nonetheless many economists have concerned themselves with
the impact of various policies on certain dimensions of social .equity (usually
in terms of income and wealth), both because it is clearly an outcome considered
to be of societal benefit and because the analytical techniques of economics are
conducive to its examination. Thus, in education, some economists have been
concerned with the costs incurred and benefits received by different individuals
“and groups. This examination is often used to provide policy suggestibns for the
public sector to follow that will lead indivfdua]s or groups to act in the
interests of social efficiency (e.g., through subsidies and taxation for education),
as well as to provide information which is relevant to judgements about the
equity of alternative courses of action.

An even more fundamental criticism of the above approach to economic evalu-
ation is its dependence on an unrealistic set of assumptions about how Lhe economy
. behaves and, most particularly, its assumption that differences in power and
_ control do not play a part in resource allocation. To the extent that the
assumptions of a perfectly competitive marketplace do not hold it is not at
all clear that prices serve-as any sort of guide to social value. Minimizing-
costs or maximizing the difference between benefits and costs may offer no
guide to wise social choices under these circumstances. All decisions then
involve questions of equity, since "social efficiency" becomes an'ambiguous
concept. Different groups will favor different alternatives, depending on the

~nsts and benefits to them, and there is no overarching criterion which can be
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applied to determine what is in soc#ety's interests as a whole.
| Perhaps the most well developed alternative to economic analysis based on
/]' competitive market theory is that based on the works of Karl Marx and subsequent
modifications to his theories. Marxist economists focus on the struggle between
_ grouns or classes with competing interests and with substanti+lly different
degrees of power. They view our economic system in terms of the historical
systemic forces which both sustain and combat the substantial economic control
exer-ised by the current array of large, monopolistic'capitalist institutions.
Such power’reiegates many individuals to relatively alienated and impoverished
existences, since decisions are based neither on social efficiency or equity
grounds, but are heavily influenced by capitalist interests. Policies are
analyzed in terms of the historical context within which they are derived and
carried out, and usué]]y valued to the extent they increase the power and
control of the working class relative to the capitalist class. )
Marxist economists view educational activities in the context of an institqtionJ
which for the most part is oriented toward supporting the existing capitalist
_structure. Education does this by providing individuals with the requisite
skills and attitudes necessary to functioning in capitalist institutions and.
by legitimating a form of economic authoritarianism under the guise of freedom,
democracy, and meritoc-acy. .Such economists see a primary task of schooling to
be the formation of iniividual persopa]ity attributes and attitudes that allow
him or her to function within a hierarchical authority structure motivated by
recards external to the production process itself. Education is seen to follow
class lines, with students from poor families given those skills and attitudes

useful for Jower income and status occupations.

B." Credit by Examination

The above exposition is necessary in order to 'understand the econd%ic issues
surrounding the practice of awarding college credit by examination instead -
of coursework. The policy questions raised and‘how to answer them ‘depends
critiﬁa11y on the ecdndmics-perspective taken. In this section we look‘first
at the issues raised within the competitive market economist perspective in
terms of costs, cost-effectivenss and costs relative to benefits. We then
discuss those equity related issues,rinc1uding financfng concerns. Finally,
#e comment on some of the issues raised from other economic perspe&tives.
Frormoany economic perspective the interest is usually not directed toward the
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evaluation of one isolated course of action, but thc evaluation of that nolicy
vis-a-vis alternative possible policies. The issues raised below are primarily
concerned with th» credit by examination alts “native compared to the traditional
practice of awarding credit for coursework Nonethel.ss most of the questions
examined are equally relevant to the .omparison of CBE and traditional instruction
with other potuntial alternative post-secondary euicational policies.

Clearly an important economic question is the costs associated with credit
by examination policies versus credit for coursework. Again, the focu. is on
the total costs to the society--we will consider the questions of the costs to
different groups when we discuss =quity issues below. It seems likely that the
costs of the resources devoted to awarding credit by examination will be con-
sideiably less than those necessary to provide classes for students to attend.
This cost difference wil’ 11ke]y be even more substantial if, as economists argue,
one includes the cost ot student time, usually measured by the potential income

(and tﬂys social productivity) that 1sforegonewh11e the student is in school.
Nonetheless, the results of this cost comparison are not clear-cut. There are
many costs that may be associated with CBE--e.g., the costs of test deveiooment,
local validation, test administration and evaluation, and student advising, and
record-keeping. Moreover, the exam failure rate may be higher than the course
failure rate and thus CBE resources may be needed for more students in order
to yield the same number of accredited students.

The cost issue is really even more complex since above we wer plicitly
assuming that the alternatives being compared were simply means of awarding
credit for any given class. However, the subsequent behavior of a student who
1s awarded credit by examination may be different than if she or he had to take
course work. For example, & student who obtains credit by examination may not -
Spendtﬁess time in school, but may spend the same time and just take more courses.
The calculafion of the cost of CBE policies vs. traditional policies must include
the sts of such subséquent effects.

A cost a: -lysis along the lines discussed above serves as partial inform-
ation to examine the key economics evaluation issue--do the relative benefits
of CBE outweigh its relative costs, as compared to traditional accreditation.

As we said above, many economists have looked at the earnings of schooling
graduates as a valid monetary measure of the social benefits of schooling, and
thus one cou'd look at the difference in employment and earnings related effects
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between the two alternatives. For example, if CBE policies allow a student iy
to graduate and obtain a job earlier, then not only are the costs lower, but |
the henefits are higher (e.g., one more vear of earnings and production).
however, s ch estimates are not easy to rike
[t is not at all ciear ngy_education affects earnings ana oroductivity, and
even with an adequat2 theory, it is difficult to separate the empirical efiects
of a1l the various varidables that affect ea~nings to arrive at the impact of
particular educational experiences. It may be that the aspects of a university
education that yield a higher paid and more productive worker are not the
same as the cognitive knowledge that CBE tests for. In this case, the earnings
and productivity of a CBE intensive graduate may be less than if the graduate
had taken more coursework. Alternatively, the earnings may be the same (if firms,
at least initialiy, respond to the college degree as an indicator of skill and
thus pay for the degree), but the individual's productivity may be lower. Thus
even within the approach of competitive market economics, it is not a simnle
matter to estimate the monetary social benefits of an individual's education.
These considerations, and the additional belief that there are many 'socially
valued outcomes of education that can not be easily translated to a monetary
metric, leads to an interest in the cost-effectiveness of CBE policies, with
effectiveness measured on a number dimensicns. In the simp]est_terms, if
one major function of a university is to certify certain competencies, it will
: 1ikely be more cost-effective to award some students credit by examination
instead of forcing them to take subjects about which they are already knowledegable.
C3L policies may thus yield a 1ower cost per credit obtained which may translate,
if CBE intensive students spend less time obtaining a credential, to a lower
cost/graduate. Again, however, the cost-effectiveness of CBE vs. credit for
" coursework is not éasily estimated. The impact of each alternative is Tikely
to involve more than simply a guestion of how coursé credit is awarded. Ffor
example, the following potential effects of CBE policies may be significant and
qweed to be considered in a comprehensive cost-effectiveness\analysis:
(a) CBE intensive students may not graduate earlier, but
may instead take additional courses, and thus one
aspect of the benefits of CBE is the value attached
to the increased choice in, and learning from, college
that CBE students gain. In this case, of course,

one must give consideration to the additional costs
of CBE policies which -will probably increase enrollments
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in smalter, more specialized courses while decreasing
those in larger, more dgeneral courses, mosi likely
increasing the total costs of obtaining a degree.

(b} Requiring a student to take coursewdrk in which they
already have competence may lower mativetion and
cons .4u.ntly CBE policies may yield nositive effects
in terms of its impact on the student's interest
and success in the college courses he or she does .
take.

(c) Extensive use of CBE may result in more homogeneous
groupings of students in many courses. This may
result in either greater or lesser learning among
those students, and such impacts need to be evalu-

ated as well.

(d) CBE policies in universitites may yield changes in.
high school programs and the costs and bengfits of
such impacts must also be included.

(e) CBE policies for undergraduates may yield changes
‘ o~ reactions in terms of graduate school admission

policies and student success in graduate school
and those consequences must be studied as well.

(f) The institution of CBE policies may affect énroll-
ments by attracting more and/or different types
of students to certain universities and again the
social consequences of such changes need to be

eva]uated

(g) CBE po11c1es may lead to a standardizaf1on or

homogenization of college learning competencies -
that may be viewed as benef1c1al or detremental.

If the question of whether CBE policies are socially efficient seems complex,
the questlon of its equity 1mp11cat1ons is even more so. The costs of CBE are
financed by some groups and individuals, and different benefits accrue "to
different groups and individuals. If the world behaved as competitive market
e~onomists thearize then the problem would be simpler. If univefsity education
were a competitive, private, profit-making economic a tivity that only affected
the students themselves, then CBE practices would be instituted to the extent
that individuals thought them worthwile for the mc 2y they cost vis-a-vis
other means of seeking accreditation. However, universities are subsidized by
the public sector, some are managed by the public secfor, and' the education of
one individual may affect others which all increase the complexity of the
sgcial imbacts of such educational transactions. '
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What is a cost to one individual or ygroup is often a benefit to another,
which makes for conflicting interes’s in and evaluation of CBE policies.
For example:

" (a) a <tudent's saving of Luitior may be income foregone
irom a university's point of v w

(b) a state's savings inteyms of a lower cost for uni-
ve'sity education again may be viewed as a cost
(:rcome foregone) from the university's verspective

(¢) the beneflts to students of skipping :ourses may be
a cost to their classmates who find the composition
of their class less stimulating

(d) the cost to a student of tak1ng an examinatin may

be a benefit to the orqan.zataon that makes up the

tests.
Ecoﬁamics, as based on competitive market theory, generally v :ws such conflicts
as obstacles which may be gotten around by appropriate incentives (taxation and
subsidy policies) in order that the most socially efficient alternative be
chosen, i.e., that one-which maxim zes net social benefits (social benefits
minus social cou . ts) as opposed to private benefits to any one group or individual.
In practice of + urse such conflicts are difficult to reso]vé; moreover, given

the general theoretical and empirical dif ulties with competitive market
ecohomics, and in particular with nrices and wages as measures of social values,
it is difficult at best to discover which course of action is most "socially
efficie t," especialiy since the concept itself may be somewhat shaky.

Some critics of this generalapprodch to the economics of educatior argue
that it is the selection and certific¢ation function of Gniversity (and other
level) education that yie]ds'benefits on the job market, as opposed to what is
learned. Sucih economistswould likely arqgue that the existence of credit by
examination practices supports their view.. If it were cognitive knoweldge, not
the certificate, that was being rewarded, w ‘ers wculd eventually get the benefits
of their knowledge whether or not they obtained cc?lege credit (and a diploma)
for it. Alternatively, some Marxist economists, as mentioned earlier, placg
heavy emphasis on the non-cognitive effects.of schooling, much of which is
seen as informal learning through the structure and process of schooling, and
thoir influence on oroduct{vity and earnings within a capitalist work organization.
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From this persvective CBE poli:ies may be certifying only one type of
education produced cdmpetency, and perhaps one of lesser importance, that
employers aré looking for. From a Marxist or other perspective critical
of conveticnal economics 1% is important to evaluate a reform like CBE in its
historical structural context. The genera],ﬂuvu in education toward com-
oetency based certification (of which CBE and experiential learning are a
part) and the concern with niversity cost reduction can bp seen as a
reaction of capitalist interests to a growing ropulace pressure towards a
democratization of oost-secondary education.

[n sum, the perspectives that various esonomjsts bring to an evaluation of
CBE policies pose many questions concerning its social and orivate costs,
effects. and benefits. [ think it is a mistake to believe that any version
of economics can resolve tnese questions and select the "optimum" course of
action to follow. What economics can do best is to provide some competing
frameworks from which one can observe and evaluate actual and potential
educational practices. In the next section we briefly review the research that
has been done relative to the CBE policy related qUestions discussedlabove. In
Section IV the focus will be on what additional research seems to be needed.

I11. REVIEW Or THE LITERATURE

The reports in the early seventies of the Carnegie Commission on Higher
Education (1971, 1972) were both inf]uentiél and a sign of the times in calling
for less emphasis on tralitional university (redentialling, a reduction in the
time necessary to obtain college degrees, and a reduction in university expenditures.
The formation of such groups as the Commission on Non-Traditional Study and the
Cooperative Assessment of Experimental Learning again signalled the growing-
attention to formal certification of competencies gained out of school {see
Keeton and Associates, 1976 and Meyer, 1975 for some good general discussions
of these issues).

The expansion of credit by examination interest and opportunities was
presented by advocates as clearly in keeping with this genera] thrust (see
Kreplin, 1971 for an early look at some of the issues). For example, O'Hearne
(1972, p. 23) saw CBE as a way "to reward academ1c accomplishment and at the same
+ime conserve resources," oresenting mostly some of the possible positive
afrects discussed above in terms of benefits to individuals, their families,
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schools, and governments, dand trying ‘o counter some of the objections

raised related to academic standards and tuition losses. Despite the

rapid “xpansion of CBE practices over the subSequent years empirical

research in the area is. scdrce, inadequate, and from an economics ner-

sproetive, almost non-existent.

Some economists have talked generally about economic analysis applied

to vaciants from traditional post-secondary schooling practices (e.g., see

Jamison and Wolfe, 1976 or Klees, 1975), but no studies particular to CBE have

been undertaken by economists to my knowledge. Most of the Tictle research-

existing in the drea seems to be done previously by people oriented to
“educational administration, psychology, or psychomet%ics. Willingham (1974),

in an interesting discussion of many of the vedogogical and placement issues

relevant to CBE, conclude. his book as follows:

Though educationil practices are increasingly rationalized in
financial terms, exceptionally little attention hcs been
devoted to the cost-benefit character of alternative treatment
models. There has been considerable interest in possible cost
savings in credit by examination, but public ana]yées have
been mostly superficial. .

This conclusion seems to be as true four years latzi. Sone researchers, pro-
bably influenced by the growing push towards greater "economic rationality,"
sprinkle their evaluations with comments about "efficient” or "optimal"
courses of action (e.qg., see Caldwell, 1977, p. 402 or Stallings, Aleamoni,
and tieil, 1973, p. 614), but such notions bear little resembla e to the
economic concepts discussed previously. Nonetheless, a number of these
resedrchers do take at least a cursory look at questions Qf cost, and futher-
more the issues they are most conce-ned with are related to the questions
economists would aks about effects and benefits. Beiow we briefly review

-

some 0’ this literature.

A number of studies have discussed the costs of CBE vs. the cost of
~oursework for credit, aithough none . have been thorough cqmpériSOns in the
social cost sense of economics. Moughamian (1976, 0. 5) comments that the
50,000 credit nours awarded by examination to 111inois community college
students between 1972 anu 1975 would have cost the state about one million
dollars if obtained through coursework, and the total costs of instruction
would have been oven higher. Furlony (1977, p. 31) reports the Florida

sducatton Tummissioner's similar estimate of over 8.5 million dollars saved
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in total instructional costs in Florida during 1974-75 due to CBE.
McCluskey (19/6) and McCluskey and Richmond (1975) nresents the same
type of cost analysis for Arkansas State University,

Une problem with such analyses is that they generally give the costs of
the CBE alternative. McCluskey (1975) provides the monthly administrative costs
of the CBE program to Arkansas State University but the exclusion of many
costs (such as those of the teSts themselves) and the format of the data
presented make comparisons with normal instructional costs difficult.
Stallings, Aleamoni, and Heil (1973) present a somewhat more thorough com-
parison for the University of I1linois' CBE system, showing a cost per
credit hour of $7.09 for CBE vs. $15.18 for classroom instruction. However
again many cost components are neglected, even from the university's point
of view. Furlong (1977) points out the importance of additional counsellina,
information provision, and record keeping costs engendered by CBE that are

“rarely studied or accounted for.

Perhaps most importantly, all the studies above assume that the com-

parisons is betwen the expenditures for CBE versus those for credit through

classwork in the same subject. This expenditure view of costs neglects the
ritical ooportunity cost of stduent time, which could rnake CBE seem considerably
more attractive. Moreover, this procedure totally ignores the fact that CBE
policies affect more than whether a particular Course is taken or not. As

we discussed earlier, students who obtain credits by examination may take

fewer courses and graduate earlier, or they may simply take aether courses,
possibly resulting in even greater total costs incurred than without CBE.

Trese longer run cost implications of CBE policies have not been studied.

Caldwell (1977) meets meets some of these objections by asking Florida

students ﬁ&?tﬂﬁfﬁgthey saved by obtaining credit through examinations (Ebout
$1800 was/ ror students getting 36 to 45 credits hours), but again total social
jcosts are not considered and it is not clear how valid student responses are,
eéoecia]]y since many of them did not seem to graduate any €arlier. Caldwell's
study probably comes closest to yielding some data that would be of interest to
economists concerned with benefit evaluation, in that he looks at the impact

of CBE on early graduation. He finds that about 25% of CBE intensive students
'graduate in three years of study compared to the same rate “>r non-CBE

students achieving graduation in four years. Although this may yield some
sarlier earnings and productivity benefits for CBE intensive students, the
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small proportion of early graduates diminishes the total benefit advantage
that is often presuned to exist, Moreover, Caldwell felt that his attempt
to select equal ability non-CBE students may have been inadequate and the
only other study on this issue of wh.ch I am aware, by Enger and Whitney
(1980) of University of lowa students, showed that the earlier and higher
graduation rates for CBE students were likely explained by dif%erences in
academic ability more than by the use of CBE.

As we have seen, no work has really been done on the economic benefits
of CBE, although some of the non-monetary effects have been studied such as
those above. Even studies of the effects of CBE are rare, however. Most of
the attention has been focused more on questions of the validity of the tests,
and the norms, cut-offs. and interpretations used (e.g., see Tittle, Weiner,
and Pheios, 1975 and Caldwell, 1973). Sometimes gross follow-ups comparisons
are made between CBE ard non-CBE students in terms of the course grade they
T1ter achieve and the type of subjects they enrolled in (e.q., see McClidskey
and Richmond, 1975). However there is no real analysis of these results, the
lack of any controls make them suspect, and they are probably not the most
mmportant foci for effectiveness studies. There is some discussion in the
literature of how CBE policies affect college and class enrollments (e.g.,
see Kimmel, 1976 and Moughamian, 1976), but these are generally speculative
~without any empirical studies to examine such impacts. '

Given the paucity of information available about CBE relative to traditional
economics conéeptions of costs, effects, and benefits, it should not be Sur-
prising that little attention is focus-.ed on equity related issues. For
example, no study looks at the different impacts of CBE on students from low
and high SES families. Some equity questions are indirectly raised by
discussions of the different benefits and costs of CBE that accrue to-d;fferent
stakenglder groups. However; this is rarely focussed on as an issue involving
social equity, but usually is discussed from anadvocacy perspectiveattempting
to support or criticize CBE policies (e.g., most advocates are especially con-
cerned with countering the cost-to-them objection, posed by colleges interested
in suryiving in a period of declining enrollments. against instituting a CBE

policy which could cut enrollments).

A
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Given that no conventional economists have evaluated CBL policies,
rtois dgajn not surprising that no Marxist economists have. However, at
least two” observers make some comments about CBE that can be viewed withn
wuch a framework, Apstein (1975) discusses some of the ‘dangers" of CBE
in terms of the likelihood that testing, especially the common use of
multiple choice examinations, will miss the more important aspects of
what 15 learned in the college classroom. From Apstein's viewnoint college
can and should be a non-odssive experience in wnich ideas and concents are
tested and challenged, while heavy reliance on CBE “"develops a docile, un-
critical reliance on the opinions of experts" (::. 358). Other observers have
raised related questions relative to the structure the generates these tests
(é.g.. see Stecher, 1977 and Rein, 1974). -

Yamamoto (1975) commenting on Apstein's article, raises even more basic
questions, i.oth about the importance of CBE as an issue,as well as the means
of judging its efficacy. ~or the most part he dismisses the importance of the
CBE issue since he believes our main concern should be to examine thegrowing
certification fever in our society and its implications for the question,
"does schooling have dnything'+0 do with education?" His view of conventional
economis ./ management appraoches to the evaluation of such issues is impicit
in his sunma:ization of such a viewpoint:

The process of scHDoing is regulated by a closed input-treatment-
output feedback loop, and the manufacturing operation is judged
for its efficacy in manpower, space, time, and ultimately, cost.
Uncertainty, unpredictability, and uncontrollability are the
anathema to the whole system. notwithstanding the fact that these
qualities are characteristicaily human. (p. 36&1)

IV. FUTURE RESEARCH

From the above review is should be.appa}enﬁ that existing researchrhas'
hot even scratched the surface in examining what are the cost, effectiveness,
benefit, equity, or structuré] impacts of CBE.pdlicies. The scarcity of related
publications in professional! journals and of even unbub]ished research is
indicative of the lack of attention this issue has received. To devé]bp adequate
empirical investigations of CBE issues means geﬁeratjng inpere;t among
researchers and sufficient funding to follow through, bgth of. which Slear1y~gq

hand in hand. . T :

o yield what social science generally regards as a'high qua[ity empirical
‘nvestigation relative to CBE policy related questions is an expensive endeavor,
an+d may not have a high probability -of toming up with reliable infcrmation an

- t: hase policies. For example, economists of similar perspé-tive, with
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considerable research funds, often come up with very different estimates

of the costs, benefits, and rates of return to additional time spent in
schooling, and have hardly been able to deal with the question of what it

IS about this time in schooil that yields private'and social benefits.

Economists (and al1 other research) studies of the effects of schooling inputs

on outputs have yielded even less consistent results. A1l ¢he problems

Faced in such research activities will be faced in CBE investigations, since

the same theoretical and empirical considerations apply. Whether the investment"
in such'research is worthwile is not clear from the standpoint of yielding
better decision-making. Nonetheless, most researchers would probably argue that _
the information generated from good research would likely be an improvement '
on_the guesswork that must go into present CBE policy-making since hardly any
impact evidence is available. S '

Several coriponents a}e necessary to an adequate research effort capable of
yielding generalizable information from a copventional ecgnomics perspective
of the césts, effects, and benefits relevant to CBE decision-making. First, at
least a reg&ona1 or national sample of students and institutions need to be
etudied,(as opposed to Ehe.few partial case studies that preseﬁtly exist.

Second a ?é]ative]y long-term Tongitudinal framework is necessary, probably at
least 4 to 6 years, in order to capture the potentiaily important cost, effect,
and benefit impacts discussed in Section [I.B. Third, it is 1likely that an
interdisciplinary research'effort would be required to deal«with' the myriad of
pedagogical and strctural effects ‘that .CBE policies ]ikg]y generate.

Again; it should be clear that such .reserach will be e§pensive and I have
already commented on the problems of thé_reliabijity of the resulis. Relevant:
to this latter issue and the likelihood that conflicting theories and can-
f]iéting interest groups would probably. generate very differnt research results,
it is brobab]y important that several research efforts‘from different con-
ceptual and nractical perspectives on CBE issues_be supported, if any is to be
undertaken at 211. Such is not commonly done, but seems tne only me&n; of
achieving some balance to the information and argumentation put forth as a
basis for policy decisions.  This tyqé of compg&ing research effort approach
4Qaes not have to be substantially more expensive than 'one perspective research.
AoTaniting agency could require a few competing groups to cooperatively decide

noarrt information s to he collected, and then to undertake senarate analysis

"~



and evaluqtion of the data collected, an anproach that 11 been usedd

a number of times to my knowledge. .
It is difficult to be any more specific atiout future research in

Gucee Pty

th] (TR AT IN

There are many, many different studies that could be designed at widely

different costs to examine some particular aspiect of CBE impact. To
what I consider the major impact questions (discussed in'Sectjon II.
comprehens g _fashion wou]dtﬁake'a long rm effort and a minimum of
hundred thousand dollars, depending on which specific questions were
primary  focus and how much emphasis was given to including different
theoretical and stakeholder perspectives. In conclusion, 1 would be

discuss any of these 1ssues with you if you wish.

4]
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Although the figures are impregise, perhaps’ as many as one million
individuals anﬁually complete examinations that provide some form of
postsecondary ecaeeﬁie cre&iﬁ.\:The credit mQy permit placement beyo?d
introauciory courses (e{g., the Advanged Placement Program or depart-
mentall"challenge" exams). Acceptable performance on the exams may
brlng actuei credlt hours toward graduation (e.g., the College-Level
) Examination Program) or, in some cases, d1rect1y afford the student
the baccalaureate degree (e.g., ‘the Regents.Exterpal,Degree Program).
As an-alternate ﬁeans of asSeesing individuai skills, these examinetions
can greatly influence'tﬁe‘decisionsjof individuels, institutions, and
governmental Jjurisdictions. An understanding of how credit by exam
migﬁ% infipence these decisions fan usefully leadlto the assessment

of potential and actua& benefits and costs from the:programs.

The purpoge of this report is to 1dent1fy the potentlal economlc <

[ IR .

1mpacts of credit by examination and ro géégeut further research which
. mighF better illuminate these effects. Segtlons I through III below
include an eveluatien of rhe poteﬁtial imbacts of credit by-examination
on indiuidgéle,.institutions. and states, in turn. Eaeh scction begins
with the development of a general framework appropriate for examining
the poseible effecls. The discussion draws upon the findings of previous
research in the aree, where available. |

No attempt is made to evaiuate the quality_or content of the exams:

n short, the tests are. assumed to measure what they are desiéned to

measure. [0 the £xtent, however, thatécertain éubject areas are not

-



(,;

.the student devotes current money and time resour

amenable to standardized testing or facully in certaln areas or depart-
ments arv reluctant to adoplt the exams, these differences are incorpor-
ated as -institutional costes (and potential disincentives to students ).

Throughout, "credit by examination" is intended to be an all-inclusfve'

7term. Where the discussion focuses on the time-shortening of degree

LY

programs, the reader should recoghjze that onlj some of'the exams (e.g..
CLEP but not generally AD) afford this 5ption.~
In section IV, I attempt to placé the‘credit‘by.examinatioh option
in the context of the future-demqnd for and supply of placeé-ih higher
education. I argue that the combined pressures o; declining énrollments
of traditiohal‘students and'the‘lndreasing desire of students and their
familiesrto minimize the'private costs of investment in poétsecondary
education might well overcome the reluctance of faculties and ihstitutions
to adopt and emphaéize time shorteﬁipg, credit by examination alternatives..
-The'report c;ncludes with suggestions for éour complementary
research lnitidtivesi The estiméted budgets provided there refer only
to direct reéearch costs.. Secretariai, supplies, And overhead costs
d;e not included. If undertaken, these studiés should provide results
which can more specifically pinpoin£ the nature and extent of the
economic costs and benefits from credit by examin;tion. E
ST

1. The Economics of Credit by Examinat¥on for the In%?vid 1 Student

L
~
~ .

The initial decision to enroll in pdstseéondary education can

be viewed as a household investment decision. By thi we mean tﬁét
s to the educational

activity in anticipation of realizing greater futuré\jncome and non-money
’ ; 1
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rvturnn.l AFL« 1nv~§tmnnt Froamework nmseaul ly d?utinau]nhnn boetweoen
l the privite benetfits and costocfecol Lepe -attendance,  More than just
a claspitieation, this distinction immedintely roveals that the more
P }mportant potential effects of credit by examination may ‘result from

ﬁx reduction in the time needed "to complete o depree program, OSpecif-

"ieally, it the biceddaurcate s received in less than four years,

the investment costs are lower and returns from the investment begin
S0orner.,
More technically, the relationship between the returns from and

i
costs of household investments are commonly summarized by a rate of
Heno. , :

.

_teturn calculaticen (see, for example, Becker 1975, Psacharapoulos
1973, and Freeman 1976). This summary measure of the profitability'of
or payoff on an Investment has been used in two'ways. First rates of

/

/
' return among alternative household investments, including higher

education, <an be comparéu (see Dunkelberg and Stephenson, n.d,, for
ccnparisons of rates .of return among household durables)., Second, h
we can observe and estimate the effects of changes in the returns from

or costs of investment (through, for example, credit by examination

Option;) on the profitability of "the investment to the individual,

4

- 1i,e., the rate of return.
In this context, the impact of credit by examination on the
economic payoff to individual students can be examined. ,Table 1

summarizes the discussion which follows.

Investment Costs

The " "o » . . B . f{:f’.
The "new" concumer coonomlcs views matriculaticn as a household.

O

ERIC ~ | 149,
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Polentinl Economle Impact of Credll px_ﬂnﬁnlnntLon

for Studonts
+ Student Decision - Coshy

(those with credit)

FHMumdnmmmHMwonmh
Line cosls

+ Bxamination and recording
fees

- (ireater adjustment problens

Same Agadenic Program,
Advanced Craduation

-OTT

- lieduced expenditure’and tine
costs (if date of graduation
advanced)

+ Examination and recording
fees

+ Creater adjustment problens

Different Acadenmic
Progran

Heturns A

—————

t Farlier carnings returns,
over a longer period
- Power in-school consunption
returns
« Uncertainty about valldily
of exaninations
- fase’of substitution for
reqular credit when transferring

\

+ Iarlier earnings returns, over

. a longer period (if date of
graduation advanced)

- Fewer in=school consumption
returns (if date of graduation
advanced)

- Uncertainty about validity of
exaninations

- Base of substitution for regular
credit when transferring

Advanced, Broader Progran
+ Augnented skills rewarded with
larger earnings

+ + hugnented skills contribute to

non-narket productivity

Induced Field of Stuly
t or - Flelds with credit by exam
option have larger (smaller)
earnings opportunities | 1"~. -
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ERIC

Aruitoxt provided by Eric

acquire Additional mental skills or Bnowledpee, Untortunately, our

Production activity in whieh the Student combines purchuned poods

(Pustruetion, books and Supplien) with study time to "produce™ or

knowledye about the contritations of inctruction, student time, and

Gther "environmental” tactors to the .'l.s.-qn'l::'l"mn ol skitls 1n otil1l

At bent impertfectiy understood. More serious is our inability to
[ 4

Aot crmine whether these added skills, it produced, are ve arded by

omp loyerts (thr so=called "sereening hypotlu»:;is;f’ about. which more will

br s ld l)e-luw).

In the short run, Pime and tinancinl constraints impose added
cote for the enrollment.  First many institutions require one year's
work for one eademic yowmr of aredity o Where students who already
P col bepee=bevel sk LI are ot i1l required to complete four years

A ctudy o e boecadaurente, additlonal resource and time costo
-
crer dgrennend, Qecertr, ol time=shortened degree programs, such ag

-

thoo attord.d by bl redace the rigidity -- and costs -- of the
rosidence requirement. Soecond, otudents mipht incur "financing" costs

Teothoy wre resuired 1o oace external osonroees of fundz (e.g., commercial
h B .
PO, Stadent lonr, part=time work) to meet educatiorniil expenses,
. ’
S lpies the cleeper priviete vesowrees in family savings and other liquirl

qocet o bond io be Timited,' e "Cinaneing" constraint probably becomes
Moy cevore e Lergeors the coudent remseing in school,

For o purpooes, thecs 1atter "idded" costs can be incorporated

' L

-

Tne thwe econnt b U Lo principal o osto of invectiment in higher

S
S R E RIS IR P FUN
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Direct expenditures. Perhaps the easiest to visualize, direct

expenditures consist of the cash outlays for tuition and fees, books,
and supplies. Incidental £ransportation cosis can be included as well.
The fees for credlt by examination tests, plus recording fees, would J
normally fall in@o this box. GCenerally, credit obtained through exam-
ination is considerably cheaper to the student than credit tarough
1nétructlon The CLEP test fee of $40 for a potential 3 or ¢ redit

* hours works out to be much lower than most public sector charges ($30

per credit hour ), except in th no- tuition communlty colleges of

California.

Ir stuaents had been required to enroll in and to pay tuition and
fees for the courses for\which ﬂhey'receivea credit, the nationwide
gfoss "savings" to the students have been estimated to total at least
$6 million (adapted from Darnes 1976).2 Similar calculations suggest
tuition fsaving;" of $4d .05 per successful candidate at one public |

university (McCluskey and Richmond, n.d.,) and $85-$100 per successful
candidate in one state where CLEP-is widely used (Furlong 1977).
Unfortunately, these figures are grossly misleading. The estimates
require the impiicit assumptions that either {a) the student enrolled
for fewer £ota1 hours and hence realized direct savings, or (b) the
student would have enrolled in‘the exempted courses and completed ail

tt courses in hig "after credit" program had. credit by exam not‘beeh
awarded. ' The evidence suggests that neither assumption is true. first,
‘amohg full—tiﬁé stuaents, tgition and fee charged tend to be thg same

i
from a 12 credit hour load on up. A student receiving six credit hours




r

through examination could have registered for twelve hours instead
of eighteen, and incur the same tuition and fee charges.3 Second,

most of the studies to date seem to indicate that a- relatively small

-

share of students using credit through examination actually shorten

their time on campus (see next section). Third, the'studies of similar

students, with and without credit.by exam, indicates that those with

- .

credit tend to take more advanced courses than those who do not

4

' (Caldwell 1977, Kreeplin 1971). s \

Earnings4£q;egbne. If student time must be used to acquire a

degree, the value of the time.spent away,ffom(the.mﬁrket place must
be included in the oosts of investment. T.W. Schultz (1971) has
persuésively argued that earnings forqgone constitute the larger share
of private monetary investment costs, perhaps as much as 75 percent.
Most other estimates, although imperfect, are within the 60 to 80
percent range (see Becker 1975, Crary and Leslie 1977). Any program
or policy which can reduce the time spent in school can greatly lower
the costs (both in earnings foregone and direct expenditures) and so
enhanée the profitability of tﬁe investment,

The evidence on the time-shortening effect of credit by examiﬁatioﬁ
i ske{chy. Overall, the available data indicate that the majority of
stude o rovnljing credit through examination do not: graduate eaéligr.
First, in very few instances do successful CLEP candidates éygra e
more than 8 to 10 hours of awarded credit through examinatiop.:\For

cxanple, the Florida candidates in the university system received on

average 16 credit nours, while those in the Jjunior college system



received an average of & rours of credit (adapted from Furlong 1977).
At Arkansas State University, about one-half of the test-takers
. b v

receiving credit were awarded 9 hours or less (McCluskey and Richmond

n.d.). Stallings, et. al., report that those successfully taking
: .

Loy

exaﬁs for credit at the Unive
earlier, but the difference is not very great (1972). Enger and
Wwhitney (1974) provide data which indicate students with CLEP credit
graduated earlier than those without ex;minationrcredit, but subsé—
quent regression analyses seem to suggest most of the difference in
accleration is explained by differences ;n.college grades, the ACT
score, and high school rank. Since these variables, and CLEP credit
2 hours, tend to te highly collinear, the statistical resu1t§ need to
be viewed with some skepticism, In Caldwell's study of UniVersity of
Soutn Florida CLEP candidates awarded credit on at least 4 out of 5
exams (only 10 pereent of ‘those receiving credit), less than half
(46 percent) estimated they had saved one year of .schooling (1977).
However, a second comparison indicated-that the students with la}ge
amounts of CLEP credit‘graduatéd'in 3%-years at the éame rate as
similarly able studentsnwithout CLEP credit did in @% years. The
latter finding does suggest Epat at least those with about a year's
worth of CLEP crédit doitend to graduate a year earlier.
Renefits’ : /

Ve S - .
Generally, the returns from investment in postsecondary education

-

take two forms. First, more highly trained individuals tend to earn

-

more and to incur fewer and shorter periods of unemployment -- a direct

Q . , 1_1_;
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monetary payoff (Blavg 1970; Psacharopoulos 1973). Seéond,individua.lé~
with greater levels of education appear to be more efficient{consumers .
and to possess better child;rearing skills (Michael 1972; Leibowitz
1975). Both-money and non-money returns accrue direcily to the student.
There may be additional current satlsfactlcns ("agreeable experiences"
in Bowen's termlnolog}) realized by the student while in school

The effect of credit by examination on these potential returns‘
to the student and family depends uponvhow students respond and upon
the assumptions about now schooling affects iaper market and non-market
returns. fwc patterns are described below.

In the,mogt basic case, students si&ply elect to advance the
date of their graduation, completing the academic program they would
have taken withqut‘the awardéd credit through examination. 1In the
more complex and realistic scenerio, students alter their academic
progiam. They may or may not advance the date of graduation. The
potential returns from a more rigorous or broader academic program Ox_
a newly-chosen field of study ma& be greater or smaller than the studenﬂ
and family would have realized without credit by examination. "

1) If credit by examination does not alter the academic content
of & student's degree program -- Lhét is, if the credit merely replaces

or substitutes for introductory courses the student would otherwise

have taken —- then the student leaving cchool earlier realizes the
P . . ’
brnefit of earlier earnings returns on the investment. Since returns

30 or 40 years in the future are hishly discounted, tho longer earnings

period resulting [rom early graduation will have a positive but relativély

LS

<
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modestvimpa.ct.LF Since, by assumption, the student graduates éarly,
He 1ose§ some gf the current cqnsumptioﬁ*returns from attendaﬁcé as well.
Two further consideraﬁions affect the_potential returns to credit
by examination. First, iNdividual students might view the examination
option as a risky alternative. That is; even if successful on the
exahs, some may believe tﬁey will not do as well ih subsequent courses
and so 5e less likely to graduate ahead of'séhedule. This percéption
can be accommodated by discounting future benefits for the perceived
level of risk. Very little of the accumulated data relate to student.
attitudes toward the option, Qaldwell's 1977 study suggests that
few academic-prqblems actually arise. Since candidates for credit by
examination come from the highest ébility_gréups, this finding should
not be surprising. .
A related dimension of the Impact of credit by examination on
\beﬁefits'is the ease with which these credits can be transferred aqong

institutions. If examination credits are not as easily transferred as

'regular, instructional credits, #he student may be constrained in the

-
options afforded through credit by exam. Potentially greater learning

opportunities at other institutiéns ﬁay be precluded because the exam
credits will not be hornored. Assuﬁing the éreater aécumulated know-
ledge would bring added réturns in the work plaée and i; non-market.
‘activities,_potential benefits from thé investment might well be reduced.
~The evidence on the substiiutiSn of different types of credit is

: , ‘ /
very limited. Moughamian argues (without 90;gence) that exam credit
[ /

. fo
more easily transfers than regular course credit (1976). On the other

116 l.l ~
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hand, Caldwell suggests the greater retention of CLEP students at
South Florida implies that fewer do transfer (1977).
2) If the credit by examination option indutes the student to

alter the academic content of the degree program, the impact on poten-

-

tail returns is ‘less clear.

Unarguably, if the student stlll graduates early, the earlier
receipt of earnings, and its contlnuatlon over a 1onger time period,
generally increases returns, for the reasdns Just discussed.

The effects of the rigor of the chosen academic pregram on benefits,
however, are unclear. éuccessful credit by exan candidates apparently
do take more advanced courses. At Uiakn Ebr example; increasing use
of CLEP attended the reduction in freshmen Engiishrsections and an

increase in literature sections (Furlong‘1977). The very successful

CLEP students studied by Laldwell enrolled in advanced courses at the

same rate as thelr similarly able peers (1977). Using an ETS College

Board survey of institutions receiving CLEP scores, Grandy and Shea
s .
(1976) report that at over half the institutions, a majority of thosc
receiving CLEP credit took advanced courses in the same area (except
for social sciences and‘history). T R
These results, however, do-not speak to_the question of potential

future benefits. If the advanced courses truly augment market skills

and if employers reward these greater.skills with higher salaries,

then the student has realized added benefits made possible through CLEP.

Similarly, if the advanced courses enhance the future non-market pro-

ductivity of the student, then the student will obtain greater berefits

] 11711‘; o | 2
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from the investment in ﬁostsgcondary education than he otherwise

8. -

would have received. The issue of whether, and to what extent, schooling
contributes to learning and acquired knowledge to later earnings and
non-market returns remain the subjects of comsiderable study. (See,

for example, Jencks 1972, Summers and Wolfe 1977, Solmon and Taubman

1973) | | .

Further, if the student i:!through the inducement of early grad-
uation -- has Selected.an area of study where the<earningé are iower
thar, his non-CLEP choice, the gain of eaflier earnihgs might be more
than balanced out, 3he situation @éscribed is analaéous to what has
occurred with public financial sﬁbs;dies‘for sﬁﬁdents. As dn*exaﬁple,
the Natiopal Direct Student loan program at one point included 1iberél
probisions that permitted the 13an to be cancelled if the student bécame

a school teacher. No other chosen oécupatidns qualified the borrower

for full loan cancellation. The many state-teachers"colleges;_with sub-

"sidized tuiticns, also afforded incentives for students to train for

teaching. Thus,aeven though salaries for-geachers were low (and coniinue
to be low), the incentives on the cost side encouraged enrollment at

the margin in .caching fields. As O'Héarﬁé (1972) has suggesied, credit
by examina*ion is a form of aid to the student: We just don't know

the effects thi type of aid has on college or field of study choices.

)

-

II. The Economics of Credit by Examination, for Postsecondary Institutions

The use and design of credit by examination programs at <individual
institutions are conditioned by the likely impacts on institutional

goals and costs. Briefly, postsecondary institutions can be viewed as

1181-1;:



attempting to achieve conflicting or cverlapping goals, Among these

'

goals are: déveloping a supply of trained manpower, contributing to ’

£he'crgétion of new knowledge through basic reseérch,'and‘providing

| public”servicé throuéh extension programs. Budgétary andAothervcon—

straints limit institutional ?fforté to achieve these broad fbjectives.
. : \

‘ (See Wagner and Rice 1977, especially Chapter 3, for a more complate

develépment of this conceptual framework.)

Credi£ by examination programs can operate either to directly
enhance the attaimment of institutional goals or to ease Bﬁdgetary
linitations, While the data here are qﬁite limited, the review of
"-potential impacts presented below suggests_the'overall economies;or
costs for the institution are likely to be modest. If programs neéd‘
to be reduced oa resources reéllocated, short run costs of adjﬁstﬁent
, ana possible loss of scale eccnomies account for the ﬁajor financiglvt
loss. If students do not advance graduation, additional faculty :

resources will be required to teach a larger number' of advanced courses,

These potential impacts.are summarized in Table 2,

Institutional Objectives/Goals

Subject to financial solvéncy, most postsecondary_institutions
exercise considerable discretion in establishing and attaining non-
profit goals. Within the broad mission of teachingfifof exanple,
institutions can attempt to ;ttract and enroll greater rumbers of
applicants from the groups of studenﬂé which contribute the most toward

enhancing institutional prestige (the most able) or toward meeting equal

educational opportunity objectives (the disadvgntaged), Significantly,
i . B

/'/:6'
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) - B Table 2
"« Poteptial Economic, Impact of Credit by Examination
Af ~ _ for Postsecondary Institutions 3
A < L
- , c‘
Goals/Objectives

+ atbracting most able students
' ]

+ enrolling non-traditional students

-

+ improving quality of 1nstruct10n (through smaller CL&uS sime)”

+ encouraging faculty research throughAfxeed up tlme

Costs[Constralnts

Instructional Budget
- fewer classes taught (if students graduate earlier)
_ + more advanced courses taught

+ reduced revenue (if students graduate earlier)

new enrollments <
—'improved\retention ’ - ;
+ reallocat;on within, among fields of study
Program Budget
Non-instructional Budget
- student aid budget (if students graduate earlier)
~ + counseling budget , l

+ research budget

1
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such goals merit the allocation of tasources toward their attainment

quite apart from any effect on the difference between total revenues
and total costs. L ‘ 7

, . ' A
Since credit by examination‘programs can poténtially induce students

to enroll at a particular 1nst1tuulon or in a partlcular field of study,

N Vs

these programs would d1r=ct;1 contrlbute to the attaipment of 1nst1tu—

.tlonalxobJectlves. o) Hearne (19?2) has argued that credit by examin-~

%

ation represents financial aid 1n the form of a potentlally tlme shortened
Ar

degree éhenoe, "rewards in the coin of the reaIm") Instltutlons
iattempting\to atiract -the most abké'students, %Ed thereb3 enhance —
institntional prestige, wouid'use credit by’examinat;on as an fhducehent, i
Public two-year or urban colleges‘hight‘embraCe-the program as a means .
of attracting nonvtraditional, older students. | ;

Credit by examination/may directlyxserve two other institutional v

‘ objectives. First, instructional quality cnuld be improved if successful
. . . : . . - R “l A
candidates moved directly on-to more advanced courses.” Holding the

level of. faculty resources flxed smailer class sizes. would result

c’

(precumably at 1ntroductory as well as advanced levels).’ Alternatively,

t ’

if the successful andldates completed time- shortened degree programs,
the feder class hours could be spread over ex1st1ng staff freeing_ up
time for facultj research actlvrtles. In fact, credYt by éxamination
‘har rpparent ¥ brought about. some adJustmentc in facvlgy size (see neyt.

”

sectlon), so the neo contrrbutlﬁn to the e latter 1nst1tutlona1 goals

N
h

remains unclear.
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Institutional Costs/Constraints

“The most obvious effects of credit by examination appear on the
institutional balance sheet. The magnitude of fhese effects, plus or

minus; hinge in part on student response to the programs and the costs

of adjustment at the institution, The discussion which follows considers

the potential impact of credit by examination on the instructional
budget, the direct costs of offering credit by examination options,
and potenﬁial indirect effects on otkler non—%nstruccional budget line

items.

A, Insfrucrionai Budget

The eéonomic case for inétitutional use of credit by examination
can be stated at its simplest és follows: if students test out of
introdﬁctory classes and go on to receive a degree ahgad of schedule,
then fewer sections need be taught and instructional costs will be
reduced. For ex&mple, Arkansas State University eliminatedill sectilons
of Fnglish Jomposition I frém 1969-70 to 1975-7¢, while freshman enroll-
memt increased by 20 percent (McCluskey, n.d.). Over that approximate
period, 60 percent of the 2403 ASU stuéents who took the CLEP English

~

exam received at least 3.hours credit. Furlong reports a cancellation

)

of 41 sections of freshman English at Miami-Dade Community College in

the fall of 1972, allegedly attributable to in&reased-CLEP credit (1977).

The Carnegie Commission estimated that a straight forward three year

baccalaureate “legree program could result in 10 to 15 percent fewer
e - -

undergraduates and a similar reduction in expenditures (1972). Savings

in instructional costs from credit by examination programs, because of

]
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“their more limited eligibility, would hardly approach the Carnegie

€

total,
These estimates, however, do not accuratsly capture, Lhe e:lects

of credit bty examination programs on the institutional . dgetl. Five

-~

associated effects may reduce or further increase the savings just
A A\

described. ' i "_ ' .

s

First, as discussed carlier, the evidence on the time;shortening

effects of credit, by examination is not persuasive: many who do

.

accelerate elect to remain for the entire four-year perjod, engaging
t::{n a more rigbrous_and broader academic program. At Utah, the savings

from fewer freshman English sections were abparéntly foset by the

co.ts of additional sections in literature (Furlomg‘1977); Yet, a

widespread adjustment of course offeripgs does not appear to have
. o f

resulted. Even in Florida, one of the more active CLEP states, 70

percent of public sector administrators indicated no major course ’
\\ .
changes (eliminationz or advanced offerings) as a result of 'CLEP

(F‘urloné 1977). Of course, this 'pattern could change’shoul.d C'LEIP
usage increase, ' | Y “' o
Second, accep£ing that some students do gréduate early and thus
somewhat reduce‘th;-inétructional requirements, a compargble reduction
in inst?tuiiondi reven;es will result. Students who/graluate earlyr.
do no£.géntfﬁye to pay tultion and fer charges (ﬂr'bring in public
subsidieé, in many Jjurisdictions). The Florida public septof admirrta-

trators are very aware of this potential impact.' Furtong reports that

h + 70 percent faver some change in public funding because of potentially
H - A ‘ < -
: : N\
“ 1o
7 . k
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' reduced révénues (1977).
. Trird, to the extén+ that individuals who otHerwise migh£ ndt .
have enrolled are encouraged to do so w1th credit by examlnatlon optlon;,
the instructional budget constrainL might well be eased. For this to
be true, the institution would havc to realize additional ec;ﬁzmies
of scale or aéséss fees which exceeq costs at the«margin.S Although
many éssert th;t éredit by exam prdgrams have encouraged ehrollments,

s :
the evidence is very tenuous. On the one- hand, sixty percent‘of the

" students ch0051né the three -year program at the Brockport campus of
SQNY would apparently have enrol;ed els ewhere if the 0ptlon wercégot
+vailable (Radloff 1977). However, Furlong's survey of. public gchcol adninis-
erhors in Florida revealed a relatively small share (30 to 40 percent)
who belleved credit by examination broughi’}n new students (1977)
survey ni state policy makers also revealed some skepticism about the
use of programs affording t.ime-chortened degrees (Smart aﬁd Evans 1977).
CLEP data continue to show only )5 tof €0 pcrcent of he test-takers
are above age 18‘(Shea “,?). Coupled with the restrictive practlceg
imposed by many institut®-ns and the fact that over 75 ﬁercenf of
those receiving credit are enrclled full time (Shea and Gand& 1977),
these data seem to suggest more widespread use by individ&als who might
have enéolled without the credit by examination option. As these

/> programs become more widely accepted)and used, however, this pattern

could change. [ oo
4 \”‘ rd

Fourth, improved reiention)@bﬁld ease instructional budget con-

"straints in much the same way as new cnrollments. In effect, reduced

A




.attrition translates into larger eﬁrollments and reduce. average cost
_ and/or increased revonuo.ﬂ

fhe.evidence on this point appears to be much more solid. Kreplin's:
1971 review of studies indicated broad agreement oﬂ iowér attrition
rates resulting.from credi£ b& examination placement. Subsequent
‘studies, summarized in Fﬁrlonﬁ (1977), report similar results. In

S \
an attempt to compare students with a year of CLEP credit to éimilarly
able, non—CLEé ctudents, Caldwell shows a maxkedly better retention/
eraduation rate for £he CLEP p.;roup-(1977). He cautions that the
éifference may be. ov. rstated because he could not track those who
transferred.

Finally, if large numbers of students enroll in dirferent courses
or diffc?ent fields in response to the credit by examination option,
two levels of roallooation.of resources may be required. Both could
involve yroater costo,  First, as sggge°téd earlief, the increased
demand For advanced cource:n will reqﬁire more intensive use (smaller
class sizes) of more oépensive, tenuféd faculty. Second, if students
are induced to enroll in different fields of study because of the

.
aifcrnutiQes afforied through credit by examination, resources will
ﬁeed to be shifted from areas/ departments losing students to area/
departmengz palning students; Siﬁce many of these allocationu declsions
are hedvily influenced by the ncademic departments, these adjustments
may be C;;tiy. The effect is quite similar to the overall decline in
enrollments at the inctitution or system level (see Boulding 1975,

¢

for a discu;gion of the problem). In this cace, however, faculty .

| | 1:..
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concerns about the suitability of or sépport ior ciedit by examination
opti us in certa;n areas will offer a new set of incentives to pros-
pective students deciding in what field of study and where to enroll.
The costs of overcoming faculty reluctance to the éxamination option
or to the reallocation of resources when no suit=ble standardized test
can be developed must be cqnsidefed as an additional expense in the
short run,

B. Program Budget

A program of credit by examlnation imposes Qirect costs upon the
postsecondary institvtion. Test development and Jalidation can be
very expensive., But, even using CLEP, AP, or other standardized tests,
the grading, periodic norming and evaluatidn studies, test administration,
and transcrint recording expenses are not insignificant costs. Jamison
and Wolfe (1976) describe the economic context in which these insti-
tutional costs of a credit by examimation program can be evaluated.,
Their discussion usefully.draws attention to the links between alternate
procedures (regular instruction, credit by examination) and similar
outputs. In so doing, they hiéhlight the potential economies résulting
from credit by examination options. In effect, their framework would
1+~ one to accept credit by examination if the cost (per credit hour?)
is cheaper than regular instruction. Quite apart from these comparisons,
the ea:lier discussion suggested other potential associated institutional
costs and benefits from credit by examination that would need to be
gonsidered.‘

Stallings, et. al. (1972) .estimate the institutional costs of

1.') .
~
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providing credit by examlngtion for the University of Illinois dt

©63,000 ($7.09 per credit hour) in 1970-71. Significantly, the authors
?gbort"the instructional cost.per credit hour measured more than $15.
Thérefore, assessment'by ex;mination apparently costs less than assess-
ment ;hrough regilar instrﬁction.l Sharon (1976) estimates the cost

of assessment in experiential prbgrams at $ZOO;$BOO per student, but .
these programs, still in development, are likely to be more expensive

than academic assessment. At Arkansas State University, where the

students pay a fee for taking the exam, .annual costs for the teék,center
total less than $5,000, most of which is reimbursed by ETS (McCluskey n.d.).
This cost figure does not include the.expeQFes for facuity validation

and norming of the test instrument (accounting for more than half of

the annual expenses in the University of Illinois program). Other

earlier studies reviewed by Kreplin (1971) also excluded the costs of

'

faéulty time in test development and norminé.

| It seems clear, however, that goée facuwlty involvemer! in the
exams must be reguired.” Therefore, costs to thé institution would,
at 2 minimum, include outlays for adminisﬁration: faculty review,
facilities, and reéord-keeping. Some part of these costs can be recov-

ered through student fees and ETS compensation.
C. Non-instructional Budgets

Credit by examination potentially impacts on line items other than
instructional achivities. First, as O'Hearne (1972) has suggested,

if strdents graduate ahead of schedule, the demands on student aid

will voten'inily he roduced., Of course, newly induced enrollments of




able, but néedy; students with CLEP cfodit migﬁt require add™ ional
étuden£ aid resources. Since those with highér test scores are more
5 .

- likely to e from higher income famllles, however, credit through
examlnatlon mlght partly replace the modest "merit" awards currently
made to these studento

Second, students who accelerate or upgrade their program of

"study may require more.careful} individualized counseling (éee Trivett
1975, Stark 1973). About 30 percent of the highly successful CLEP
cdndidates in Caldwell's study agreed that there were harmful’effects‘
f?om CLEP. Curiously, few of -the students indioated that they'had
:suffered froo any academic or social problems resulting from CLEP
.advancement. Over half of the public sector administrators in Florida
believ ! that increased use of CLEP required additional resources
for counseling (Furlong 1977).

Finaily, fewer ;otroductory sections would potentinlly limit
the teachingA(and part-time earnings) opportunities for graduate

students. At some institutions, this may increase the cost of research.
-3
1II. The Economics of Credit by Examination for States

| The impact of credit by examination on states can be directly
summarized through cost-benefit analyé4' The ouffuts of the education
activity ere presumed to contrlbute to the desirable allocatlon and
distribution goals within the jurisdiction.? The measured returns
are attained at a cost of tax resources plus additional opportunity

costs not included in the expenditures. - Those projects whose outcomes

are highly valued (in Aollars and dollar-equivalent social non-money
‘ 4
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benefits) relative to the costs (a highvbenefit—cost ratio) would,
under quite general assumplions, be undertaken. "
Returns

Citivens within a glven Jjurisdiction might favor credit by exam=-
ination programs, and so allocate public subsidies forr them, if the
programs generated monetary and non-money outputs associated with
accepted public goals. To the extent that credit by examination
induced greater enxoliments, increasing the returns from a more highly
educated'populace subsidies might be forthcoming.
But, beyond these general returns, two specific ad justments shoula
be noted, First,‘if credit by-examination induced individuals with
certain "preferred"” attributes (on equity grounds) to enroll in post-

: -

secondary education, then additiongl resources.shquld be forthcoming,
Evidence about inducéd enrotlments among, say, adult or low income
groups to examine either of these hypotheses is Just not currently
available. |

Secbnd, unliké highways or dams, the primary output of the higher
education system -- tréinéd manpower --_can leave the statel Hence,
the potential returns Just deséri?nd would have to be reduced if a
State tended to export its»bollege graduates. Other tﬁings equal,
states which retain their gradua£es might be expected tb support
credit by examination options if they encouraged enrollments and
marginalAbenefits td the Jjurisdiction exceeded.marginal costs,

Costs

Cn the other side of the benefit-cost equation, credit by exam-

1.
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ination might be expeéted to offer a significant impact. At its
simplest, if successful candidates enroll for fewer hours as a result
of receiving awarded credits, then subsidies‘to institutions might be
reduced. This result "improves" the Benefit—cost ratio for the educ-
ation activity, and has been widely cited as an argument for encour-
aging credit by examination. For examplé, over five years the state
of Illincis Msaved" an estimated $1 million in subsidies to community
colléges. In Florida, the "savings" measured $6 million in 197-75
alone (Furlong 1977). Estimates for individual institutions suggest
substantial "savings" és well (Stallings, et. gl. i972, McCluskéy, n.d.).

These estimates), Spwevér, tend to mislead because they implicitly
assume time-shortened &egfees. Since the successful CLEP candidates
apparently elect to remain on campus for almoét the entire term, FTE
enrollments and state subsidies would not be greatly affected. Indeed,
in a recent survey barely 40 percent of state policymakers anticipated
reduced student aid outlays with lncreased use of'time—shortened
degree programs (Smart and Evans 1977).

For similar reasons, credit‘by examination is presumed to reduce
the need for new facilities construétion. The.Carnegie Commission
estimated that cne-third of the capital costs in the 1970°s could have
been eliminated with the adoption of a straigétforward three-year
baccalaureate (1972).. In Florida, public sector coliege administrators
seem to concur with the apparent reduced need (Furlong 1977). Again,
.unless students elect to time-shorten their degree programs, no capital

- - —post savings would emerge. —Moreover; except ‘n those states exper;
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-
iencing population and/or enrollment growth, the deﬂand for capital
expenditures in the near term should be minimal.8 Thé more common
problem may well be underﬁsg of facilities. -

The states migﬁt incur.two ;dditional costs with incfeased credit
by examination—use. IT statewide validation or norming of the exams
must be undertaken, these direct program costs will impose a drain
on the state treasury. More significant, however, are possible costs
of under- or unemp;oyment of released faculty. These costs could

offset any of the savings resulting from reduced state subsidies.

v. ProSpe;ts for Credit by Examination
A. Context and Agenda for Research
Depending upon where one sits, the potential benefits from and
costs of credit by examination balance good, indifferent, or bad.
The potentials differ according to the actual fesponses of
students to cred}t by examination opportunities and to the-supply of
these options forthcoming from hiéher education.
Two possible scenerios illustrate the pdint. On the one hand,
if studénts elect to shorten their degree programs with credit by
examination, the students potentiaﬁly receive greater income returns

while incurring lower investment costs., States might realize savings

in institutional and student subsidies, holding total enrollment at

the same level. Institutions would experience some compensated con-
traction -- a reduction of revenues ard costs, and released or new

faculty would suffer under restricted employmént ocpportunities. On

the other hand; if studentg elected to complete more’rigorouS‘and/or
[ S



broader programs with credit by examination, they may receive greafer
future income returns, States would experience very little change in

the level of higher educatjion ’'subsidies. Institutions may face increasing

costs (from relatively more advanced courses), and faculiy would at least
be no worse off..

Both of these cases assume expanded credit by examination oppor-
tunities &ill be available. Nelson (1974) has aréued that the natural

intransigence of faculty to innovation Plus an era of stable enrollment

and funding mitigates against expansion. In‘a recent Carnegie Quarterly,
»

Barbagé Radloff echoes these poin' |, but also suggests that the debate

about crédit by examination in the early 197C's stimulated changes in

a;ademic programs which reduced the need for time-shorteled programs

(1977).

In a broader context, however, the pressures for expanded credit
by examination opportunities are likely to become considerable. These
pressureé emerge from a certain decline in'the size of the traditiohal,
college-aged cohort beginning %§ the end of this decade, the alleged
declining return to a college educatibn, and efforts by families and

ctudents, already apparent, to economize on the costs of investment in

9

higher education,
There remains no doiibt that the number of high school graduates
will fall in the 1980's as the post-war cohorts continue to age. As

institutions face the prospect of a smaller traditional pool of potential

students, the groups of young adults who have not completed éollege

will represent an increasing reservoir of potential enrollees. Further,

12
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as new technology and consumer demands jinerease the need for newer

skills while rendering even céllege—level skills obsolete, the dgmands

for retraining older w6%kers~wi1i persist and grow. .Thege afe new

clientele, who must be attracted to the ins‘itutions. Expanded exten-_

sion programs and credit by examination alternatives promise to be

very effeéiiVe methods of serving tliis new clientele because such options

help to reduce the most important Qonstraint to the participation of

adults -~ Lhe cost of *‘heir time. .
‘Richard Freeman (1976) has persuasively argued that thérreturns

to college education, which soared in the 1960's, have begun a secular

decline. Although one can question whether the effects are, in fact,

entirely the result of long term forces, £he observed increase in high

school drop-out rates and fall in college enrollment rates suggest

that the responée to altered expectations about the returns from educ--

ation can profoundly affect the pool of stuéents who actually enfoll.lo

But families and prospective students not only muét contemplate

the prospect of decreasing monetary returns from higher euwucation.

Students are also confronting the increasing costs of their own time.

P

Much of the recent research in the economics of the family has emphasizaf

that consumers Tespond to this increasing time cost by substitutiné
relatively cheaper goods and services for their o6wn time (explaining,
in part,’the increase in meals taken out or, use of microwéve ovens.
over traditional meal preparation and consumbtion).

Higher education has afforded few oppértunities for individuals

11

to economize on their use of time. The evidence suggests a continuing

1
v,
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‘effort by students to reduce investment costs, through whatever means
are available. Eor example, in the 1970's, the share of freshman enroll-
mentsrin the public cector has increased from 6C - BO“Percent.‘ Further,
’over.this'same periodlpartptime enrollments, . A TPPE tradiéional,

college- aged students, have 1ncreased at nearly twice the rate of full-

-

time enrollments. Even the increasing share of enrollments in "hlgher

. ~

priced™ proprletary 1nst1tutlons can be partly attributed to shorter

program duration, “and hence, lower t1me costs,

In sum, the prospects of declining enrollments, declining returns
s ; :

to students, and an increased enrollment sensitivity to all student

»
pvi

investment costs would seem to work towérd inore@sed pressure foy'time-
shortening: and flexible credit by examination, alternatives. With-
these more basic influences in mind, a set of four partly overlapping
research studiesfare proposed, This research agenda inoludes studies
which would fill in many.of-tne information gaps eoout the potential
benefits and costsbof credit’ by examinetion, Some pérts of the suggested
research would extend the finrdings of'studiesialread& completed. By

focusing on aspects of student and institutional behavior, the several
N
proJects would yield results which can be used to more precisely gauge

1

. the potentlal private and s001al economic impacts.
’ 'S

-

otudy 1: Dimensions of Siudent Participation and Net Benefits,

Ratlonale No good estimate of the potential impact of credit .

et

by examlnatlon options has been developed. Most studies to date provide
S

figures based on faulty assumptlons or are too narrowly drawn. In

effect this study would be an attempt to produce "order of magnltude

3
P

tb?
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estimates of the éet monetary benetits of crc@it by examination for
studenté, institutions,'and stafés unnder a reasﬁnnble set of alternate
assumptions, %No»estimdteé of indgcéd student or institutional responses
- would be sought, although alternative assumptions could‘be employed.

Design, The study would require a simulation of the,participation’®

.

. - [}
in credit by examination programs along with associated financial effects,
|

Similar esStimates are frequently prepared, using "planning models,"

to obtain estimates of alternatives for national student aid and income
. A

v . \
support programs (see, for example, Wapnexr 1978). The following
4 , .

variables need to be specified:

pr
s

a. maximum number of potential test takers
b. distribution of credit hours earned (by sector?)
d. student resporse assumptions

1) enroll fér .recisely fewer hours,
P

e » (2) enroil for fewer hours at same rate ag, say, Florida or,
New York students | )
reported results: ,. A
— agegregate student tuition savings, increased earnings
" b, aggregate lost institutional revenue (at average institution
" or state)
. c. aggregate public subsidy savings (instiﬂutional and student)
) . . ,
Study Costs. i\ "
53530r Researébe?; 1/8.man year .-» | -
N Research Assistant: 1/8 man your
i "Dafd*Pf6Cuuulngé $1,000 (no new data colleciion)
Q 1.,
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dy 2: Student Response to Credit byv ;ammination Opt-i ons; ’
Rationale, The identification of potential economic impacts of °
wdit by examination revealed th(£ the nature and extent'of costs and
¢ nefits critlcally depead upon how students respond. The analysis
. ~tudent response, a]ong several dimensioné, is fragmentary at
«it,  In effect, this study wéuld consist of a set of s;allér‘studiqs
deling initial and continued student fesponse to»credit by‘examination
* ~ernatives. Six dimensions, or sub—q;udies: ofvstudgnt response‘
~.proposed:
a. induced enrollment
b. choice‘of institution
c. choice.of field . ‘
d.-accelaration

" e. mix: credif’ by exam. and attendance status

. reterntion

'~ results of the studies would fill importént gaps in information.

hout better analysis, the presumed benefits and costs for students,

L.
¥itutions, and states cannot be estimated. Among the questions

. ne answered are:
. Are potential students more likely to enroll with.expanded
credit by examination options? '
Do differencés in enrollment response emerge among different

types of students‘(traditional, adult)?

Does the credit by exarination option induce students who
would have enrolled elsewhere to attend participating

institutions?

U B



‘

Doas the CIOdit by examination option induce students Lo

.7 B -4

chebose ﬂn‘LuﬂuL&t(d field of study?

What studenty instltutlon, or program attributes are -
acsoclated with decisionsg to advance the date of graduations

as opposed to upgradiny the program of study?

How do credit hy examfiatlon optiong affect vnrollment,
thf“TnC' Will pros pevtlve stidents with awarded credit
eléct more part- tlmv w%udy or shift from part-time tc full-

~
i

time o*1tus?

’ﬁow does ¢redit by examination indeperndently affect the

student orul stence through postsecondar educatlon°
- Pl

How does an expanded credit by examination program aifect
thp.qngllﬂént or degree completion rates of adults, low
incomd, ¢f disadvantaged individuals?

v
Desigu. Studies (&) :through (c) can utilize the theoretical and

emplrical developments in the growing number of enrollment demand

-

stidies (see Jackson and Weathersby 1975). Bishop and Van Dyke (1 79)

have developed the only estimates of the determinunts of postsecondary

enrollmepnt demgnd of adults -— a group of spggial interest for credit

- —

by exam. A Dresch (1975 1) points out, however, many of the demand

“models are misopecified and suffer from insufficlent d-t  to accurately

—

egtimate enrdllment response. None, for example, consider the actual
(3 . .

cost of Stmdent time, save through a response to unemployment rates:

—~

.oe, however, Dresch 1975b and W-ichtel 1975).
. - ) ) .

-

Also relevant is” the literature on vates of return to higher
educ: ' .on, particularly TeMahon, Hoang, and Wagner's 1976 study of

expected rates of return :v intonded occupation. McMahomy, et. al.
. o {

~
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cloulbed i rate of veturn e each individual oin their sanple, wsing,
actunl Jdirect and indirect dinvestrentooeoate
Finaliy, pertistence ean be viowed, in coonomic theory, an
adjustments toward Lhe Tonger e boaehold investnent equid Thrium,
Studo‘ntl and inct tutfeonal ot eitates, includinge progreams such an eredil
by exouination which atfect the b of tadent time, heavily intluence
,
the speed with which the Tong run cquilibrium posi ton 1o el ther altained
Al or modified, A more detailad summary of the analytical framework
cn be found in Wirner ’\L‘)}"{).
ih-: 'fﬁ’,lt.l:/‘ would reqsire longitudingd data on nosample of potentinl
student: (add apres Y, Faoiily cconomic and demographic data, institutional
attributes, ond measures of student responsen just doceritbad would be
neéessary. It might be udvnhﬂugéous anad cost effective to limit the
study Lo an activie state such as Floridoe (for CLEDP) or New York. This
astrategy would nisg nartly cordtrol {or cimultaneous differences in the
supply. of credit by cxunination opportunities, at least across statec.
Generalizing the results beyond the state would be difficult, since
nonresident. students mlght use the option only in the absence of cimilar
prograis in their own states. .
o Studies (a) through (c) could be based on a one-time panel survey.
Studies (d) through (f) might use retrogpective, current, and prospective
information collecied frem a sample éf identified freshmen surveyed

onne two years later. Without question, a true longitudinal study

would* provide mor: accurate data, alfhough cily at greater costs,

v
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Study Costa:

Studies (), (b), and ((‘)'

L g

Senior Researcher: 1 man yeor

Rescarch Asslotant: 1) man yeart

Inta Collection and
Data Processing: 325,000

Studies (d), (e), and (f))t

One-time survey Longitudinal
Cenior Researchers: 1 man year 1% man year
Hesearch Assistant: 1! man years 3 man yeafqu
Data Collection and
Data Processing: $25,000 $60,000

*Eutimatos for the three sub-studies, Jjointly undertaken. Little
£avings would be realized for carrying out one sub-study withia each
set,
Study 3: OStudent Cutcomecs

Rationale. The cconomice of education literature revéals a con-
siderable amount of dlsagreement about "whether college matters.™
(vee Solnon nnd Taubman 1973, Taubman and Wales 1974, and Blaug 1976).
While many of the ditferences rcpérted in the literature can be recon-
¢:11-1, the im;lications for the use of ctredit by examination are impor—

.t

tant, I the degreae i credential, with academic content not rewarded

in the workplace, then the role of credit vy examination as a more

efficient assesoment mechanism lncreacses,

Des.gn. This study requires data collected in the early working

yvears from » sample of graduates with CLEP credit, A recursive model,

3.
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similar to those deveiopea in studies of the eernings function,

night bYe used.(PBsacharopoulos (1975) provides a useful review of this
work). The sample could be drawn from an individual institution, state,
or the CLEP applicant file. Im effect, differences in earnings between
-those w0 CLEP credit who accelerate and those who elect not to graduate
early'will be studie

Study Costs.

Senior Researcher: 9 man months
Research Assistant: 1 man year

Data Collection and
Data Processing : $25,000

Stuay 4: Institutioeal/Faculty Response to Credit by Examination

~Alternatives
Rationale. Some institutions and/or academic departments have

Cfully embraced the concept of credit by examination while others have

not. Since the institution's supply of credit by examination options;

will affect the ultimate use of the program, the underlying influences

on institutien (anﬁ department) participation in credit ey examination

opt_ons chould be explored. Specific questions to be addressed include:

Which institution or facuity attributes appear to be
assoc’nrted with the adoption or emphasis of credit by exam-

ination (e.g., size, sector, urban, selective)?

Does the state funding mechanism in the public sector
appear to influence the adoption and use of credit by
examination?

How easily are credits earned through examination substituted

for regular course credit (e.g., in transferring from other
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institutions)? .

Design. The general problem and questions can be considered in
an institutional desision-making context (see, for example, Wagner
and Rice 1977 or Williamson 1963). Aspects of faculty decision-
making at the departmental level, inclvding responses to potential
enrollment declines as well as incentives, are considered by Hoenack
(1977b).

An examination of the use of credit by examination in states and
at institutions over time, using simple regression tethniques, might
provide some useful estimate§ of the significance of potential
' influéncing variables. State funding mechanisms, changes in insti-
tutional enrollments, and other attributes might be included. The
study would consider not only the infldences on the adoptign of credit
by examination, but also the Iikely éffects of credit by examination,
through enrollment changes, on institutio?él goals and instructional,
student aid, or research budget constraints.

gance good, ccmparable cost data at the academic department level
are not currently available, one{ér two "controlled" experiments might
be attempted with individual ”féiuctant” dépar%menﬁa The effects ot
various types of inducements bn the adoption of credit by exam&nation

could be assessed (along the lines cuggested by Hoenack 1977a).

130
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Study Costs.

Senior Researcher
Research Assistant
Incentive Subsidies

Data Collection and
Data Processing

Time Series Experiment
1/2 man year 3/4 m . year
1/2 man year 1/2 man year

$10,000
$7, 500 $5,000

.
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or:sizeable fixed costs in the short run. J j

A
~-NOTES

»

uducatioh—alsoiprovides~current consumption returns to the student -- = -

MBowen S - (1973) "agreeable experlences" -- and parents However,

N

the lnvestment (partlcularly future earnlngs) aspects are probably

the more,lmportant returns (Lazear 1977).

. Generally,‘it is inappropriate to include "savings" on room and

board in these calculations, since these expenses will be incurred

whether or not the etudenf is 1in attendance.

This is not to say there may not be other savings, such as reduced

study time to permit greater .part-time work or leisure activities.
Rather, the use of credit by exam does not necessarily reduce the
direct costs of investment, even if the academic course load is

lightened.

‘To.illustrate, the individual who begins work one year earlier than

his peers and retires one year. sooner receives $10,000 in current .
dollar§_ggg_loses say, $2 000 in current dollars ($25 000 income
in working year 44 discounted at 6 percent per year to the present)
The irdividual who begins work at the same date as hlS peers, but
wo.ks one year longer, receives simply $2,000 (in present value).

Froomkin (1976) found that the one-third of all colleges expériencing

a decline in enrollments from 1970-71 to 1973-74 also faced rising.

~average costs -- a finding consistent with either scale economies

+
7

4
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Moughamian (1976) notes that state funding, in some cases, is based

on mid-term enrollment. Lower attrition "protects" the public

- subsidies-in such cases. .

7e

13

By applying distributional "welghts" to the en:ollments-ofﬂstudentéi

from different income classes, an index of the weggbted enrollments ‘

" can be valued and added to other returns in evaluating the effects’
x

" of the project.

10.

11.

—
/

See Henderson (1977) for a projection of enrollments by state to

1985.

For a general limited discussion ¢of :ithese issues, see the Carnegie

L}

Council's More Than Survival (1975). .

Indeed, without the dramatic groﬁth in student aid subsidies through

a

197?, the fall in enrollment rates would probably have been much

3 e

greater.’ AN

! r

Vickery (1977) provides a géneral statement of the Pbtential costs

[l

when the substitution between goods and time is limited.
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