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LETTER FROM THE EDITORS

Welcome to the Academy of Educational Leadership Journal. The AELJ is published by the
Allied Academies, Inc., a non profit association of scholars whose purpose is to encourage and
support the advancement and exchange of knowledge, understanding and teaching throughout the
world. The AELJ is a principal vehicle for achieving the objectives of the organization. The
editorial mission of this journal is to publish empirical, theoretical and scholarly manuscripts which
advance the discipline, and applied, educational and pedagogic papers of practical value to
practitioners and educators. We look forward to a long and successful career in publishing articles
which will be of value to many scholars around the world.

The articles contained in this volume have been double blind refereed. The acceptance rate
for manuscripts in this issue, 25%, conforms to our editorial policies.

We intend to foster a supportive, mentoring effort on the part of the referees which will result
in encouraging and supporting writers. We welcome different viewpoints because in differences we
find learning; in differences we develop understanding; in differences we gain knowledge and in
differences we develop the discipline into a more comprehensive, less esoteric, and dynamic metier.

Information about the organization, its journals, and conferences are published on our web
site. In addition, we keep the web site updated with the latest activities of the organization. Please
visit our site and know that we welcome hearing from you at any time.

Royce Caines and Michael Shurden
Editors
Lander University
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DISTANCE LEARNING AND THE FACULTY:
AN ANALYSIS OF PERCEPTIONS, CONCERNS,
AND OPPORTUNITIES

Nick Gerlich, West Texas A&M University
Pamela H. Wilson, West Texas A&M University

ABSTRACT

Higher education is experiencing a major paradigm shift from the traditional
lecture/face-to-face learning environment to online/distance learning. Studies showing student,
faculty, administrative, and the institution's adjustments, concerns and attitudes are now becoming
available. However, this information is changing very rapidly, as the implementation of new
distance learning delivery modes and methods become available.  This study focuses on the
difference in attitudes and concerns of faculty determined by their age, gender, tenure, PC literacy
and whether they have taught an online class previously. Results indicated that the greatest
disparity in faculty perceptions of online teaching were apparent between those with and without
online teaching experience. Other factors, such as age, gender, tenure, and computer literacy,
played little or no role in perceptual differences.

INTRODUCTION

Online education has grown and prospered in the ten years following the commercial
development of the internet. Private and public universities, as well as private firms, have embraced
the concept in large numbers, as have students. Still, there are concerns about the new paradigm,
often centered on faculty perceptions.

These perceptions often include concerns about the quality of teaching, the amount of
preparation, the level of student-faculty interaction, and technical support provided by the university
(Schiffer 2002; Meyer 2002; Bower 2001; Crumpacker 2001). These concerns are typical of schools
with little or no prior experience in online learning, and thus may not reflect views after experience
1s gained.

The purpose of this study is to examine full-time faculty views on distance learning at an
institution that has been delivering online courses and programs for over five years, and was one of
the first movers among public universities in its home state.
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LITERATURE REVIEW

This study focuses on concerns and barriers to effective online/distance learning from the
faculty point of view. "Technological change is what many have said is the only constant in our
work today" (Kubala, 2000). Development of distance education technologies requires that faculty
adjust their teaching styles, course design, evaluation of student work and in essence, the way they
think about education and educational tools available to them. Thus, a major a paradigm shift, from
lecture/face-to-face classes to technologically advanced online/distance learning. (NEA, 2002;
Quinn and Corry, 2002; Oblinger, Barone and Hawkins, 2001; Hassenplug and Harnish, 1998).

Have faculty made this paradigm shift? According to a survey conducted by the NEA, one
in 10 higher education NEA members teaches a distance learning course and 90% of these NEA
members who teach traditional courses say that distance learning courses are offered or being
considered at their institutions. (NEA, 2000). As stated in this survey, "Distance learning NEA
members resemble traditional faculty in that they are full time (80%), tenured (73%), split evenly
between full professors (35) and lecturers and adjuncts (35%), hold masters' degrees (48%) rather
than a Ph.D. (31%)" (NEA, 2000). From the above statistics, we can dispel the notion that
traditional faculty are being replaced by part-time distance learning faculty, allowing for the fact that
many distance learning faculty, teaching only one or two courses, would probably not be members
of the NEA (NEA 2000).

If a large number of full-time and tenured faculty are teaching distance/online learning
classes, then what are their attitudes and concerns? Only recently has literature been available to
review to give further insight to these issues.

One recurring theme in recent literature is the issue of increased preparation time or
workload increase when teaching distance/online classes. Several studies concluded that
distance/online learning requires a disproportionate investment of time and effort for preparation
than traditional face-to-face classes (Carnevale 2001; Schneider 2000; Carr2000b; National
Education Association 2000; American Association of University Professors 1999). Along with
workload considerations, distance/online learning faculty are concerned about appropriate
compensation for the work (Meyen and Yang 2003; Lynch and Corry 1998). However, regardless
of preparation time, workload, or compensation issues the National Center for Education Statistics
(2002) found that ". . . despite carrying larger teaching loads, faculty who taught any distance classes
were just as likely, and in some cases more likely, to indicate that they were very satisfied with their
workload, compared with faculty teaching only traditional classes." This was also found to be the
case in a survey by the National Education Association (2000).

Some critics believe that distance/online learning is not a substitute for students interacting
spontaneously in a face-to-face environment with other students and professors (Guernsey 1998;
Sherron and Boettcher 1997; Black 1992). However, other studies show that there may be benefits
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and more options available in distance/online learning than are available in the face-to-face learning
environment (Turoff 1999; Sherron and Boettcher 1997).

Another concern is that of tenured versus non-tenured faculty. Are tenured or non-tenured
faculty more likely to make the paradigm shift to distance/online learning? The National Center for
Education Statistics (2002) states that "the security of tenure might encourage experienced faculty
to try more controversial forms of instructional design . . ." This seems to be contrary to the fact that
tenured faculty have more years of experience in teaching and might be less likely to want to change
their methods of teaching.

Many studies show that distance/online teaching faculty are concerned about the level of
student /faculty interaction when using distance technologies. Some disagree that the kind of
interaction the distance education student experiences is comparable to the face-to-face
teaching/learning environment (Gladieux and Swail 1999; Sherron and Boettcher 1997). However,
the National Center for Education Statistics (2002) stated that "faculty who participated in distance
education appeared to interact with students, or be available to them, more than their non distance
counterparts in fall 1998. Full-time faculty teaching distance classes held slightly more office hours
per week than their peers who did not teach distance education classes or non-face-to-face classes."
Many distance educators perceive some of the greatest barriers to teaching in a distance environment
as technology issues; either not having the needed technology, or not having the technological
support to successfully implement distance/online classes. In addition, distance faculty are also
concerned with the content and quality of their classes. (Meyen and Yang 2003; Greenagel 2002;
Berge 1998). One survey revealed 43% of the respondents had concerns about "content" and 31%
expressed concerns about "technical issues", such as not having the necessary equipment (DDI
2002) and another report by Killion (2000) reported faculty concerns about content and learning
methods employed.

The initial costs, hidden costs and ongoing costs of distance/online learning environments
can also be a detriment when developing distance/online learning environments (National Staff
Development Council and National Institute for Community Innovations 2001; Killion 2000; One
study identified 22 barriers to online staff development programs that ranged from lack of
technology, limited time factors, limited budgets, not having the expertise to develop classes, lack
of incentives for instructional faculty to participate and others (Meyen and Yang, 2003).

Although advantages and disadvantages of distance/online learning are still being studied,
educators and researchers will have a plethora of research opportunities in the foreseeable future as
the educational paradigm continues to shift towards distance/online learning and away from the
traditional face-to-face teaching modes and methods.
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METHODOLOGY

Data were collected at a medium-sized Division II public university in the Sun Belt. This
university has been delivering online courses since 1997, starting with one course and 25 students,
to its current level of over 75 courses and over 4300 course enrollments.

An email announcement was sent to all 226 full-time faculty, with a link to an online survey
instrument. Of these, 110 submitted the survey (48.7%). Respondents remained anonymous, and
constitute a volunteer sample, since all full-time faculty were invited to participate.

Exploratory research was conducted to determine the key issues surrounding online
education deemed important by the faculty. A series of 14 Likert-type statements were developed
and included in the survey, along with five faculty demographic variables that would be used for
detailed analysis of the data.

The Likert statements included in the instrument are found in Table 1 below. The five
demographic variables were (1) whether the faculty member had taught online, (2) gender, (3) PC
literacy, (4) age group, and, (5) tenure status. Several open-ended questions were also provided, to
which faculty members could elaborate on their primary concerns. Data were analyzed using
SPSS-PC software.

The demographic variables were categorized as follows:

Online experience: Yes or No

Gender: Male or Female

PC Literacy: High or Medium vs. Low or None

Age: 40 and under vs. over-40

Tenure: Yes or No

Table 1: Survey Instrument

Respondents were given 14 Likert-type statements and asked to rate their level of agreement or disagreement with
the statement. A score of 1 indicated "strongly agree" while a score of 5 indicated "strongly disagree." A score of
3 indicated neutrality while 2 was "agree" and 4 was "disagree."

Ql: The university's online program offers too many courses.

Q2: The University provides its online faculty with sufficient computer and staff resources to be able to teach
online effectively.

Q3: Online teaching is less effective than teaching using the regular on-campus format.

Q4: Most student comments about courses they have taken through the online program have been favorable.
Q5: Many students believe the Online program offers too few course choices.

Q6: The quality of our online course instruction has improved significantly since the online program began.
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Table 1: Survey Instrument

Q7: There is substantial student demand for additional online courses at our university.

Qs8: Fewer hours of professor labor are required for an online course than for the same course taught
on-campus.

Q9: Instructors should be paid more for teaching online than for teaching on-campus.

Q10:  Given the choice I would prefer teaching on-campus to teaching online.

QI11:  Students learn as much in an online course as they do in the same course taught on-campus.

QI12:  Students get as much value for their money in an online course as they do in an on-campus course.

QI3:  Ttis easy to engage online students in class discussions via the internet.

It is more difficult to meet the needs of online students than of on-campus students.

RESULTS

Mean responses for each of the 14 Likert statements were calculated, and then broken down
by each of the five demographic variables (see Tables 2-6 for results). A mean response of 3
indicates overall neutrality to an issue, while an average score greater than 3 indicates an increasing
level of disagreement, and an average score less than 3 indicates an increasing level of agreement.
T-tests for independent samples were performed for each of these comparisons, and the probability
of these differences occurring by chance.

Table 7 summarizes which mean scores were significantly different (at p<0.05) for each of
the 14 statements and 5 demographic variables. Of the 70 possibilities, 17 analyses resulted in
significant differences.

Perhaps the most important result is that, after five years of offering online courses and
programs, the one demographic variable producing the most significant differences in responses is
whether or not the faculty member had ever taught online. Of the 14 Likert statements, eight
produced significantly different mean responses.

Results for the other demographic variables were not as compelling. Gender produced 5 of
14 significant differences, while PC literacy produced 3 and tenure 1. There were no significant
differences for the age variable.

Table 3 summarizes the data between online and offline faculty. Specifically, the online
faculty disagreed more with the statement that too many courses were offered, suggesting they think
that more could be offered (Q#1). Online faculty also demonstrated a sizeable difference in their
disagreement with the statement that online teaching is less effective than traditional formats (Q#3).
Other responses echoed these findings, revealing that the online faculty contend there is great
demand for more online courses (Q#7), that students learn as much in online courses as they do in
other courses (Q#11), online students receive value for their money (Q#12), and that faculty with
online experience prefer this method (Q#10).
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Table 2: Analysis By Online Experience
Online Exper. N Mean Std. Deviation t-statistic p-value

Q#l yes 39 4.0769 .8998 2.290 0.024
no 71 3.5493 1.2738

Q#2 yes 39 3.1282 1.5249 -0.433 0.666
no 71 3.2394 1.1397

Q#3 yes 39 3.8718 1.3412 4.005 0.000
no 71 2.7606 1.4189

Q#4 yes 39 2.4615 1.1203 -3.039 0.003
no 71 3.1127 1.0495

Q#5 yes 39 2.6154 7475 -2.172 0.032
no 71 3.0000 .9562

Q #6 yes 39 2.3846 1.1382 -1.256 0.212
no 71 2.6056 7067

Q#7 yes 39 2.3590 1.1118 -2.292 0.024
no 71 2.8451 1.0371

Q#8 yes 39 4.1026 .5024 0.336 0.737
no 71 4.0563 1725

Q#9 yes 39 3.0000 1.6859 -0.917 0.361
no 71 3.2817 1.4559

Q#10 yes 39 3.3077 1.7038 4.922 0.000
no 71 1.9718 1.1335

Q#l11 yes 39 2.4615 1.3148 -4.588 0.000
no 70 3.5714 1.1493

Q#12 yes 39 2.3590 1.4046 -4.137 0.000
no 71 3.4366 1.2505

Q#13 yes 39 3.3846 1.5151 -0.213 0.832
no 71 3.4366 1.0383

Q#l14 yes 39 2.5897 1.4458 -0.229 0.819
no 71 2.6479 1.1723
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Table 3: Analysis by Gender

Gender N Mean Std. Deviation t-statistic p-value

Q#l male 57 3.4211 1.2385 -3.200 0.002
female 51 4.1176 .9929

Q#2 male 57 3.0526 1.2736 -1.221 0.225
female 51 3.3529 1.2779

Q#3 male 57 2.7368 1.5298 -3.334 0.001
female 51 3.6471 1.2779

Q#4 male 57 3.0877 1.2142 2.295 0.024
female 51 2.6078 9182

Q#5 male 57 2.7193 .8609 -1.849 0.067
female 51 3.0392 9372

Q#6 male 57 2.6140 9591 1.180 0.241
female 51 24118 .8044

Q#7 male 57 2.6667 1.0911 -0.093 0.926
female 51 2.6863 1.1044

Q#8 male 57 4.1053 .8169 0.645 0.520
female 51 4.0196 .5095

Q#9 male 57 3.2807 1.5440 0.878 0.382
female 51 3.0196 1.5426

Q#10 male 57 1.9825 1.3295 -3.565 0.001
female 51 2.9608 1.5226

Q#l11 male 57 3.3684 1.2905 1.539 0.127
female 50 2.9800 1.3169

Q#12 male 57 3.3158 1.4535 2.003 0.048
female 51 2.7843 1.2855

Q#13 male 57 3.5614 1.1498 1.148 0.253
female 51 3.2941 1.2696

Q#14 male 57 2.4737 1.2692 -1.043 0.299
female 51 2.7255 1.2342

L
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Table 4: Analysis by PC Literacy
PC Literacy N Mean Std. Deviation t-statistic p-value

Q#l low 11 3.4545 .9342 -0.835 0.406
high 99 3.7677 1.2023

Q#2 low 11 3.4545 1.3685 0.692 0.491
high 99 3.1717 1.2781

Q#3 low 11 2.9091 1.6404 -0.576 0.566
high 99 3.1818 1.4733

Q#4 low 11 2.9091 .9439 0.085 0.932
high 99 2.8788 1.1363

Q#5 low 11 3.0909 1.0445 0.879 0.382
high 99 2.8384 .8888

Q#6 low 11 2.8182 4045 1.151 0.252
high 99 2.4949 9189

Q#7 low 11 3.2727 .9045 1.959 0.053
high 99 2.6061 1.0863

Q#8 low 11 4.4545 .6876 1.969 0.052
high 99 4.0303 .6769

Q#9 low 11 4.0000 1.0000 1.879 0.063
high 99 3.0909 1.5655

Q#10 low 11 2.5455 1.5725 0.232 0.817
high 99 2.4343 1.4994

Q#l1 low 11 2.9091 1.2210 -0.702 0.484
high 98 3.2041 1.3313

Q#12 low 11 3.0909 1.3751 0.090 0.928
high 99 3.0505 1.4097

Q#13 low 11 3.0000 1.0000 -1.199 0.233
high 99 3.4646 1.2398

Q#14 low 11 3.4545 1.1282 2.323 0.022
high 99 2.5354 1.2561
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Table 5: Analysis by Age

Age N Mean Std. Deviation t-statistic p-value

Q#l 41 up 79 3.7468 1.1262 0.148 0.883
40 under 31 3.7097 1.3215

Q#2 41 up 79 3.1139 1.3106 -1.124 0.263
40 under 31 3.4194 1.2048

Q#3 41 up 79 3.2152 1.5079 0.682 0.497
40 under 31 3.0000 1.4376

Q#4 41 up 79 2.8608 1.1179 -0.315 0.753
40 under 31 2.9355 1.1236

Q#5 41 up 79 2.8987 .9001 0.649 0.518
40 under 31 2.7742 .9205

Q#6 41 up 79 2.6203 .8815 1.776 0.079
40 under 31 2.2903 .8638

Q#7 41 up 79 2.7342 1.0944 0.948 0.345
40 under 31 2.5161 1.0605

Q#8 41 up 79 4.0886 .6829 0.386 0.701
40 under 31 4.0323 7063

Q#9 41 up 79 3.2278 1.4759 0.499 0.619
40 under 31 3.0645 1.7114

Q#10 41 up 79 2.5570 1.5587 1.248 0.215
40 under 31 2.1613 1.3190

Q #11 41 up 78 3.1026 1.3444 -0.901 0.370
40 under 31 3.3548 1.2530

Q#12 41 up 79 3.0000 1.3960 -0.651 0.517
40 under 31 3.1935 1.4241

Q#13 41 up 79 3.3165 1.2041 -1.400 0.164
40 under 31 3.6774 1.2487

Q#14 41 up 79 2.6835 1.3062 0.740 0.461
40 under 31 2.4839 1.1796
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Table 6: Analysis by Tenure
Tenure N Mean Std. Deviation t-statistic p-value

Q#l yes 63 3.5397 1.1334 -2.057 0.042
no 47 4.0000 1.1978

Q#2 yes 63 3.2381 1.2916 0.359 0.720
no 47 3.1489 1.2850

Q#3 yes 63 3.0476 1.4857 -0.873 0.384
no 47 3.2979 1.4878

Q#4 yes 63 2.9524 1.1836 0.767 0.445
no 47 2.7872 1.0201

Q#5 yes 63 2.8889 .9352 0.338 0.736
no 47 2.8298 .8678

Q#6 yes 63 2.5556 .9466 0.386 0.700
no 47 2.4894 .8041

Q#7 yes 63 2.8413 1.0657 1.910 0.059
no 47 2.4468 1.0796

Q#8 yes 63 3.9841 7294 -1.577 0.118
no 47 4.1915 .6128

Q#9 yes 63 3.3810 1.4304 1.581 0.117
no 47 2.9149 1.6528

Q#10 yes 63 2.3175 1.4682 -1.037 0.302
no 47 2.6170 1.5401

Q#l1 yes 63 3.1270 1.3379 -0.437 0.663
no 46 3.2391 1.3027

Q#12 yes 63 3.0000 1.4142 -0.471 0.638
no 47 3.1277 1.3928

Q#13 yes 63 3.2381 1.1875 -1.808 0.073
no 47 3.6596 1.2385

Q#14 yes 63 2.6508 1.3218 0.224 0.823
no 47 2.5957 1.2097
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Table 7: Summary of Significant Differences of Response Means (p<0.05)
Online Exp. Gender PC Literacy Age Tenure
Q#1 Yes Yes Yes
Q#2
Q#3 Yes Yes
Q#4 Yes Yes
Q#5 Yes
Q#6
Q#7 Yes Yes
Q#8 Yes
Q#9
Q#10 Yes Yes I

Table 4 summarizes the data between male and female respondents. Five of the 14 items
resulted in significant differences, indicating possibly that women are more inclined to favor online
courses because of the clear advantages such courses offer female students (especially those who
are married and/or with children).

For example, males were more likely than females to feel that online teaching is less
effective than on-campus teaching (Q#3), yet men were also more likely to prefer to teach online
than were women (Q#10). Women were more likely to feel that online students get value for their
money (Q#12), and that student comments have been favorable (Q#4), while disagreeing strongly
that there are too many online courses (Q#1).

The other demographic variables (PC literacy, age, and tenure status) did not produce many
significant results, leading us to conclude that these factor were not relevant pivot points for the data.
This is somewhat surprising, since online teaching assumes a certain level of PC literacy.
Furthermore, age is often assumed to be a factor in PC literacy, since younger faculty have been
exposed to computer technologies for a greater percentage of their lives than have their more senior
colleagues.
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Finally, tenure was not a good source of perceptual differences. Given the pressures of
attaining tenure, one might conclude that previously-tenured faculty might be less favorably
disposed toward a paradigm that would require them to learn new pedagogy and computing skills,
at a point in their career when it might not be critical to do so.

CONCLUSIONS

The results reported above point to an interesting observation: After five years of delivering
courses and programs online, the biggest factor producing differences of opinion is simply whether
the faculty member had ever taught online. Generally speaking, experienced online faculty were
more favorable in their assessments of this paradigm than were faculty with no online experience.
While it is not possible to determine from this study if these online faculty were naturally
predisposed to the paradigm (or the opposite for other faculty not teaching online), it may be
possible to improve overall perceptions of online teaching by merely getting more offline faculty
into the ranks of online faculty.

No attempt was made to analyze for differences among the experienced online faculty. It is
possible that their assessments improve as their number of online experiences increases. Still, it is
apparent from these results that by increasing from 0 to 1 or more the number of online teaching
experiences, a generally more favorable outlook toward online teaching will result.
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ADDING AN ACCOUNTING COMPONENT TO A
COMPUTER-BASED INTERDISCIPLINARY EXERCISE:
DESCRIPTIVE RESULTS

James W. Bovinet, Winona State University
Gloria McVay, Winona State University

ABSTRACT

Educators and accreditation organizations have recently been extolling the value of
interdisciplinary education in business. Often, students work in a single-major vacuum and do not
see the inevitable working relationships that are established within a company. Interdisciplinary
experiential exercises are one way to show students what other majors "bring to the table" in terms
of skill sets and complementary information.

The exercise detailed in this paper began 10 years ago. Marketing, advertising, and public
relations classes joined to participate in a computer-based business simulation. In time, it became
obvious that the students involved had little understanding of the accounting procedures that form
the structure of a business. Building financial statements for a viable business plan was an exercise
in futility. The program needed to add an accounting component.

The simulation exercise described in this paper incorporates a number of suggested learning
strategies. This paper details the experiences gained when an accounting component was added
to an interdisciplinary simulation that previously incorporated marketing, public relations, and
advertising students. Some of the background material and results of the first ten years are provided
(prior to adding the accounting component), but the focus is on the benefits realized when adding
the accounting component in the eleventh year. The objective is to provide accounting instructors
with a case study of an interdisciplinary teaching experience, to show how simulations and small
group work might facilitate this process of integrating accounting into such an experience, and to
provide an overview of a working model.

This paper also details the pedagogical theories underpinning such an endeavor. The
advantages for the accounting majors are detailed. In addition, procedural issues are addressed
allowing any accounting educator to devise a similar exercise.

INTRODUCTION

Several important themes have converged in recent years to impact the landscape of
accounting education: the demand for student core competencies that extend beyond the mechanics
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of accounting to include communication skills, problem solving and critical thinking skills, and
social interaction skills (www.AICPA.org); the introduction and widespread adoption of
instructional technologies (Leidner & Jarvenpaa, 1995; Massy & Zemsky, 1995; Chickering &
Ehrmann, 1996; Butler & Mautz, 1996; Hagen et al, 1997; Hein & Stalcup, 2001; Karakaya et al.,
2001; Rankin & Hoass, 2001; Basile & D'Aquila 2002; Milliken & Barnes, 2002; Parikh & Verma,
2002); and a focus on what constitutes "good practice" in undergraduate education (Chickering &
Gamson, 1987; Newlin & Wang, 2002). This paper presents some ideas on how a computer-based,
interdisciplinary exercise can be used to leverage good practices in accounting education and
improve core competencies of undergraduate accounting students.

One of the objectives of accounting educators is to supply job-ready accounting graduates
who possess a skill set demanded by the profession. This objective is addressed by identifying core
skills and by formulating strategies to develop well-equipped students. Subsequent to the 1989
Accounting Education Change Commission (AECC) report, accounting educators have been striving
to address these changing needs within the accounting curriculum. At the same time, instructional
technology has entered the educational arena, providing opportunities to enhance the undergraduate
experience through a wider array of learning media.

In 1916, John Dewey wrote in Democracy and Education that education should be alive and
involved. He believed that knowledge is linked to experience but that mere activity does not
constitute experience. In other words, learning has both passive (learning the connections) and
active (learning the consequences) components. A paradigm shift in higher education is evident.
The instruction paradigm views students as passive recipients of knowledge and the learning
paradigm views students as active participants in the learning process (Bobbitt et al., 2000).
Business students may excel in theoretical courses and then become paralyzed when exposed to the
rigors of a chaotic working world. Additionally, students who only sporadically participate in the
passive element of learning (lecture, textbook reading, etc.) often rise to the challenge in a
"hands-on" setting (experiential exercises) (Bovinet, 2001).

A potential answer to this problem is to lead accounting students toward a dualistic
experience that integrates theory and practice. The method to achieve this duality, however, is often
the conundrum. The Accounting Education Change Commission suggests active participation,
unstructured problems, learning by doing, and working in groups.

Students must be active participants in the learning process, not passive recipients of information.
They should identify and solve unstructured problems that require use of multiple information

sources. Learning by doing should be emphasized. Working in groups should be encouraged.
(Accounting Education Change Commission 1990, p.309)

First, we discuss opportunities for integrating instructional technology into the learning
experience while at the same time addressing the core competencies need for entrance into the
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accounting profession. Next, the literature on small group learning is reviewed. Simulations and
interdisciplinary teaching are then placed in a historical perspective and the advantages of using
these pedagogical tools are developed. A model is described to illustrate the learning theory
advanced in this experiment. The actual exercise is then described, along with the results of student
surveys and a self-reported assessment of core competencies.

INSTRUCTIONAL TECHNOLOGY AND ACCOUNTING CORE COMPETENCIES

The AICPA's Accounting Education Executive Committee (AEEC) appointed an Integration
of Technology into the Learning Experience Task Force (Task Force) and provided it with the
charge of identifying opportunities for the AICPA to provide support to faculty which will facilitate
integrating IT into accounting education while at the same time addressing the core competencies
needed for entry into the accounting profession. The core competencies cross three broad areas:
functional competencies, personal competencies, and broad business perspective competencies.
Functional competencies relate to the technical competencies typically associated with the
accounting profession. The functional competencies include: decision modeling, risk analysis,
measurement, reporting, research, and leveraging technologies to develop and enhance the
functional competencies. Personal competencies relate to attitudes and behaviors of accounting
professionals and include: professional demeanor, problem solving and decision making, interaction,
leadership, communication, project management, and leveraging technologies to develop and
enhance the personal competencies. Broad business perspective competencies relate to the context
in which accounting professionals perform their work and encompass strategic/critical thinking,
industry/sector perspective, international/global perspective, resource management, legal/regulatory
perspective, marketing/client focus, and leveraging technology to develop and enhance a broad
business perspective. A thorough discussion of these core competencies may be found on the
AICPA web site (www.aicpa.org/edu/corecomp.htm).

SMALL GROUP LEARNING

Meyers (1997) summarizes a multitude of ways in which student participation and
productivity is increased in psychology classes by using various forms of small-group activities in
the classroom. In a thorough analysis of learning in science, mathematics, engineering, and
technology undergraduate classes, small group exercises engendered a positive main effect of
learning on achievement, persistence, and attitudes among undergraduate students (Springer et al.,
1999). They conclude that, "In general, our data support the inference of robust effects across the
disciplines. No significant differences on achievement-related outcomes for students in different
fields of study are apparent" (Springer et al.,1997, p.39). Both of these articles suggest enormous
benefits from small group learning in the classroom.
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Finally, some research addresses both technology use and small group learning. Alavi
(1994) studied the use of a group discussion support system (GDSS) on collaborative learning in a
management information systems course for MBAs. Students worked in small groups, one class
with the GDSS, and one without. In self-reported scores, students using the GDSS reported higher
levels of skills learned, higher levels of interest in the subject, and higher course evaluations. Other
studies similarly conclude that using a combination of multimedia presentations and small group
workshops in a marketing class is quite successful (Milliken & Barnes, 2002).

Overall, the use of technology and small group exercises within the classroom can be quite
beneficial to both learning and positive attitudes among students. The simulation exercise detailed
here was designed to incorporate a high use of technology and in such a way that small groups were
the norm and used by all instructors within this interdisciplinary exercise. The accounting students
formed "firms" composed of three students who were hired by the "companies" managed by
small-group management teams composed of marketing students.

SIMULATIONS

The role of any business manager and the effectiveness of the business decisions involved
are often dependent on events that are uncontrollable. However, information on certain probabilities
of occurrence is frequently available. Basically, a simulation is an attempt to afford participants the
opportunity to experience dealing with those probabilities in a no-risk situation (as opposed to
experimentation in the marketplace).

A complementary approach is to construct an artificial but controlled environment which hopefully
captures some of the essentials of the real situation and to use this artificial environment for testing
various hypotheses... (Green et al., 1967, p.4)

Accounting today places a large emphasis on the speed and quality of decision making.
(AICPA, 2001; LaMont, 2001).  Simulation exercises provide similar motivating factors of
competition and rapid feedback (Larreche, 1987). Early games developed in the 1950s were
contributors to investigations in operations research (Cohen & Rhenman, 1961). In 1962, the first
survey of marketing games was published in the Journal of Marketing (McRaith & Goeldner, 1962).
By 1968, virtually all business schools were using some form of simulation exercises (Graham &
Gary, 1969). In 1970 it was estimated that over 200 simulations were in existence and over 100,000
managers had been exposed to their rigors (Shim, 1978).

Skills obtained from game-based courses appear to have greater validity because the game experience
allows numerous iterations of decisions within similar data sets, while providing simultaneous
concrete feedback. Both factors - replications of a practice set and concrete feedback - are necessary
in skill-building sessions for many areas but absent in lecture and case classes. (Knotts & Keys, 1997,
p.378-9)
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The speed and availability of microcomputers for both simulation designers and participants
has greatly enhanced their development and use. Simulations have become accessible to more and
more researchers and practitioners. The potential value of simulations for experiential learning has
been identified by anumber of authors (Lamont, 2001; Bobrowski & Molinari, 2000; Bovinet, 2000;
Knotts & Keys, 1997; Wolfe & Rogé, 1997; Alpert, 1993; Dyer, 1993; Gentry et al., 1993; Burns
& Gentry, 1992; Keys & Wolfe, 1990; Gatignon, 1987; Glazer etal., 1987; Kadane & Larkey, 1982;
Babb et al., 1966; Tucker, 1964; Pessemier, 1963; Hoggatt, 1959; Purdy, 1959; Alderson &
Sessions, 1957; Hermann & Stewart, 1957; von Neumann & Morgenstern, 1944).

A wide range of key characteristics defines what a simulation can add to undergraduate
education. Past experiences with the utilization of business/marketing simulations have shown the
exercise provides benefits corresponding closely with Chickering and Gamson's "good practices"
in undergraduate education outlined in their Seven Principles (Chickering & Gamson, 1987).
Briefly, the Seven Principles include student-faculty contact, cooperation among students, active
learning, prompt feedback, time on task, high expectations, and diverse talents and ways of learning.

(For an excellent typology of motivational principles see Lanto, 1997):

1. Direct contact between the students and the instructor. Verbal and written interaction is necessitated by
students' investigations into what variables can be manipulated. The accounting instructor also provides
feedback to assist the accounting "firms" as they provide consulting services to the "companies."

2. Teamwork among students. Participants realize that to achieve maximum results they must utilize the
unique skills or specialty of each member as well as organize schedules for meetings, deal with diverse
personalities, and delegate authority for assignments.

3. An active learning environment. Students analyze the results of their inputs, present live presentations in
class, make decisions involving ethical issues, and realize they can be victims of a stochastic environment
and must make appropriate contingency plans.

4. Prompt feedback on decisions. Ideal simulations provide a decision analysis and team ranking within hours
of the students' input, maximizing the time allotted for re-analysis and adjustment of variables for the next
decision period.

5. Practical examples of learning. Some students who are not particularly adept at certain aspects of the
classroom experience (class discussion, lecture response, multiple choice exams, etc.) often find stimulation
in a competitive simulation environment.

6. Outcome assessments. Students can be required to file yearly reports on their businesses (written
communication), give presentations dealing with promotional aspects, marketing plans, or financial results
(oral communication), assemble a compendium of their business and marketing plans as well as detailed
explanations of competitive actions taken (portfolio construction), provide analysis of financial results
(critical thinking), and learn to manage their time in a team situation (human resource management).
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INTERDISCIPLINARY TEACHING

As stated earlier, there is an increasing demand for students who possess core competencies
that extend beyond the mechanics of accounting. Accountants have taken on new roles within
organizations, expanding their contribution to the decision-making process. Accountants are no
longer confined to "number crunching" and issuing financial reports containing historical data. They
are now asked to extract information from the financial data, interpret the data and, in the case of
managerial accountants, make recommendations to managers. It becomes apparent why the
profession is demanding that accountants possess communication skills, problem-solving and critical
thinking skills, and social interaction skills - accountants are becoming an integral part of the
decision-making team in many companies.

Accounting departments at universities need to prepare students for business planning,
communication, decision making and teamwork. This cannot be accomplished in a vacuum. The
goal of interdisciplinary teaching is to provide a more integrative/cross-functional approach and to
involve outside, non-business courses in the curriculum (Smart et al., 1999; Bobbitt et al., 2000).

Interdisciplinary teaching has a number of advantages for the individual instructor. When
students take a course in conjunction with other courses in which an instructor has a working
knowledge, the instructor is able to point out significant relationships and reinforce learning in a
more systematic way than if the courses are operated in a vacuum. By working with student teams
and instructors from other disciplines, instructors inevitably find that their interest and knowledge
in colleagues' fields are increased (LaFauci & Richter, 1970).

Connecting learning to the students' concrete experience is something good teachers seem
to do instinctively (Hutchings & Wutzdorff, 1988). It is not enough to assume that the students have
the experience necessary to incorporate the knowledge they are presented. It is up to the instructor
to make the class the experience.

The idea behind the interdisciplinary project described in this paper was to cross boundaries
between several disciplines involved in professional business education and to provide students with
amore integrative and experiential learning experience. Hopefully, such exercises will aid students
in "seeing" the depth of interrelationships between different courses and different disciplines
(majors).

Interdisciplinary studies have radical curriculum and administrative implications for
universities. Education at this level has essentially lost its cohesiveness due to a rapid expansion
of career-minded professional studies and abandonment of "...one of the principle aims of liberal
education...to integrate what one has learned in different disciplines." (National Institute of
Education, 1984, p.44)

In one of its latest publication concerning the new standards for business school
accreditation, the American Assembly of Collegiate Schools of Business (AACSB, p.23) states in
section C.2.2: Monitoring of Programs for Effectiveness that "Each degree program should be
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systematically monitored to assess its effectiveness and should be revised to reflect new objectives
and to incorporate improvements based on contemporary theory and practice." One of those
improvements could be interdisciplinary teaching.

The philosophy presupposed by and guiding this mode of team operation has strong progressivistic
or even anarchistic overtones. It is assumed that students learn by doing; that they must be
involved with one another and with their total environment in order to develop and grow
intelligently. ...The team becomes a focal point for personal identification; personal relations
between teachers and students are encouraged, and spontaneous group activities are prized.
(LaFauci & Richter 1970, p.23)

It is not the purpose of this article to give a complete discussion of the field of
interdisciplinary teaching. If the reader wishes to pursue the topic, see: Daly, 2001; Bobbitt et al.,
2000; Bovinet, 2000; Treise, 1995; Chonko, 1993; Dyer et al., 1993; Kanter, 1993; Ramocki, 1993;
Warren, 1992; Alden et al., 1991; Grabelnick et al., 1990; Miller & McCartan, 1990; Fish, 1989;
Jacobs, 1989; Marx, 1989; Henke et al., 1988; Porter & McKibbon, 1988; Astin, 1984; and Newell,
1983.

DESCRIPTIVE STUDY AND RESULTS

This project does not encompass team teaching. Each class involved in the exercise is
presented relevant material by their respective instructor or instructors. This interdisciplinary
project utilizes skills gleaned from each discipline to achieve a common goal - business
success/viability. Proprietary knowledge and skills (accounting, marketing, advertising, public
relations, personal selling, etc.) are assumed and the respective students are expected to be able to
employ their knowledge and skills for the common good.

This is also not a residential format and students do not enroll in classes together.
Specialization of knowledge is assumed and encouraged. The goal is to show students how to
integrate that specialized knowledge into a system where cooperation provides management with
the requisite information to compete in a business scenario. In addition, it is hoped that this
interdisciplinary method will foster a sense of unity between the different majors and allow students
to visualize the reciprocal determinism inherent in business strategy. Any reader interested in the
sequential development of this course over the first ten years is referred to the original marketing
article detailing the evolution of this project (Bovinet, 2000). The following paragraphs present a
description of the course prior to adding the accounting component.

Briefly, an advertising/public relations campaign (the advertising and public relations classes
were integrated) class was divided into corresponding teams, and each one of the marketing teams
"hired" an advertising "agency," composed of the advertising and public relations campaign
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students, to help produce promotional materials. The two classes met together for advertising and
promotional presentations during three class periods. Each combination took turns presenting their
ideas, audio ads, television videos or story boards, flyers, newspaper slicks, etc. and detailing how
their budgets were spent.

Throughout the iterations of this interdisciplinary exercise, several solid outcomes were
readily apparent. The advertising "agencies" give a "pitch" to the combined classes much as they
will have to do in a real agency. Then the marketing majors presenting a business plan to the
combined classes. Soon after, the agencies set up a trade show and the teams negotiate contracts
that remain in force for the rest of the term (this is quite a lively process and has garnered local press
coverage). All the disciplines get to exercise their distinctive capabilities and see what skills and
abilities the other majors bring to the table. Both classes also work on oral and written presentations
(business and marketing plans, campaign presentations, financial meeting, loan applications, etc.)
and the instructors are able to critique these efforts in order to improve student performance.

In addition, it became sorely evident to all instructors that the students had little or no grasp
of basic accounting functions. Standard business applications such as income statements, balance
sheets, break-even analysis, and cash flow statements were requested as part of the business analysis.
The results were abysmal. Students complained that they did not understand the assignments and
did not believe these accounting practices would be an aid to their respective businesses. It was
obviously time to enroll the accounting department in the exercise.

During years eight and nine a financial accounting class was enlisted to aid in the project.
In both years, the instructors told their students that the exercise was not an integral part of the class,
and to pay it only cursory attention. The results were totally unsatisfactory. The accounting class
was dropped in year ten.

Inyear eleven, anew accounting instructor suggested enrolling interested accounting majors
in an experimental class focused solely on the interdisciplinary simulation. This paper presents the
result of that year's cooperation.

ADDING THE ACCOUNTING COMPONENT

The experimental accounting course attracted nine upper level accounting majors.
(Interestingly, in the second year that this course was offered, the demand for the eighteen available
seats was very high and resulted in a waiting list.) Individual skill levels were assessed on a
"before" and "after" basis (beginning and end of semester) through a self-assessment instrument that
was based on the core competencies outlined by the AICPA. Students were asked to read the
AICPA document that was posted in the online course documents to make sure that all students had
a clear and similar understanding of what each skill entailed.
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Students were informed that their primary role would be to provide accounting support to
the marketing students as they formed and ran simulated companies. The class assignments were
three-fold:

1. To provide all necessary and helpful services to the companies who hired their firms;

2. To keep a log of the work done in the class, documenting all the meetings that they attended and who was
present, the purpose of the meeting and what was accomplished, billable and non-billable time, and copies
of all of the work performed for the firms;

3. To access their progress in developing core competencies as identified by the AICPA. I

While the grading in this course was somewhat subjective, the most important considerations
were the quality and comprehensiveness of the work log kept by each accounting firm and the
feedback received from the marketing students who were running the simulated companies - in other
words, feedback from the "client."

The first accounting class period was used to orient the class and to view all the material on
the marketing course Web site. Students were formed into three teams of three students each, with
each team acting as an "accounting firm." The accounting firms were hired by the simulated
companies to provide various accounting services. Tasks included financial statement preparation,
preparation of the financial section of the business plan, analysis of quarterly financial results, and
specialized analysis such as contribution margin by sector and breakeven analysis. The accounting
students were asked to have a planning meeting (prior to the second class meeting) with the
members of their accounting firm to determine the types of services their firm might be able to
provide; they needed to think about the analytical tools that would be helpful in analyzing their
clients' financial position and operating results.

As in prior years when this course was offered, the instructors ran the simulation for four
quarters and handed identical results to each team. The teams then ran the business as if they were
managing someone else's enterprise (again for four quarters). When the time came for them to be
owners, they proposed a business plan to buy out the current proprietors. The advantages in this
application were that the teams got some experience running the simulation before the actual
industry competition and they had tangible financial data on hand to use in their business plan
(adding to the realism of that exercise).

Initially, the accounting students worked with the company teams in formulating a business
plan based on the results from their four quarters of managing, rather than owning, the businesses.
They then worked with the teams on preparing a loan proposal so that each team could "buy" the
business and begin to run it for themselves. Each business plan required an income statement, cash
flow statement, balance sheet, inventory analysis, and overall loan proposal.
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Each accounting team was then required to gather data on their "client's" business operations
and advise them concerning the profit picture, inventory analysis, expense breakdown, and general
operating data. Consulting meetings between the accounting students and the marketing students
took place on a regular basis. Finally, each accounting team was also required to make an oral and
written presentation of their "client's" operating results approximately two-thirds of the way through
the exercise.

CROSS-DISCIPLINE SURVEY RESULTS

Each student involved (all classes) was surveyed at the end of every semester that this course
was taught (beginning in year one and continuing through the eleventh year) to garner quantitative
results of this exercise. The exact same survey was used every year (with the exception of changing
the names of the classes participating). The survey was administered on a single sheet of paper
handed to the students by classmates (the instructors left the room during the process). The
questions and the results are reproduced below. In addition to reporting the actual results, the
response of the students to each question was also correlated with their place (ranking) at the finish
of the simulation to discern if final placement in the standings had an effect on their opinion of the
exercise:

Table 1: Number of Students Answering Questionnaire
YEAR 93 | '94 '95 '96 '97 '98 '99 '00 '01 '02 '03 TOT
STUDENTS 70 71 77 88 71 56 66 57 72 67 72 767

Table 2: Student Survey Results
(Score: 1=POOR 5=EXCELLENT)

1. How would you rate the cooperation between your team and the teams in the other classes?

SCORE 1 2 3 4 5 MISSING
FREQUENCY 29 46 123 271 295 3
PERCENT 3.8 6.0 16.1 355 38.6

MEAN 3.991 STAN.DEV. 1.063

Ho: Standings did not matter to cooperation: R?=.04847 Pr>F =.0000

a) 2003 - all students except accounting:

SCORE 1 2 3 4 5 MISSING
FREQUENCY 0 5 12 18 28 0
PERCENT 0.0 7.9 19.0 28.6 44.4

MEAN 4.095 STAN.DEV. 979
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Table 2: Student Survey Results

b) 2003 - accounting students:

SCORE 1 2 3 4 5 MISSING
FREQUENCY 0 1 4 3 1 0
PERCENT 0.0 11.1 44.4 333 11.1
MEAN 3.444 STAN.DEV. .882
2. Overall, how would you rate the experience gained in this exercise?
SCORE 1 2 3 4 5 MISSING
FREQUENCY 6 13 78 248 420 2
PERCENT .8 1.7 10.2 324 54.9
MEAN 4.390 STAN.DEV. 799

Ho: Standings did not matter to cooperation: R?=.01693 Pr>F =.0005
a) 2003 - all students except accounting:
SCORE 1 2 3 4 5 MISSING
FREQUENCY 1 0 3 22 37 0
PERCENT 1.6 0.0 4.8 349 58.7
MEAN 4.492 STAN.DEV. 738
b) 2003 - accounting students:
SCORE 1 2 3 4 5 MISSING
FREQUENCY 0 1 5 2 1 0
PERCENT 0.0 11.1 55.6 222 11.1
MEAN 3.333 STAN.DEV. .866
3. Overall, how would you rate the knowledge gained in this exercise?
SCORE 1 2 3 4 5 MISSING
FREQUENCY 5 31 90 272 367 2
PERCENT 7 4.1 11.8 35.6 48.0
MEAN 4.261 STAN.DEV. .867

Ho: Standings did not matter to cooperation: R?=.01494 Pr>F =.0010
a) 2003 - all students except accounting:
SCORE 1 2 3 4 5 MISSING
FREQUENCY 0 0 7 20 36 0
PERCENT 0.0 0.0 11.1 31.7 27.1
MEAN 4.460 STAN.DEV. .692
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Table 2: Student Survey Results
b) 2003 - accounting students:
SCORE 1 2 3 4 5 MISSING
FREQUENCY 0 3 3 3 0 0
PERCENT 0.0 333 333 333 0.0
MEAN 3.000 STAN.DEV. .866
4. To what extent do you think this exercise "mirrored" or was similar to a real-life situation?
SCORE 1 2 3 4 5 MISSING
FREQUENCY 20 66 191 316 170 4
PERCENT 2.6 8.7 25.0 414 22.3
MEAN 3.721 STAN.DEV. .989
Ho: Standings did not matter to cooperation: R?=.00393 Pr>F =.0939

a) 2003 - all students except accounting:
SCORE 1 2 3 4 5 MISSING
FREQUENCY 1 7 22 18 15 0
PERCENT 1.6 11.1 349 28.6 23.8
MEAN 3.619 STAN.DEV. 1.023
b) 2003 - accounting students:
SCORE 1 2 3 4 5 MISSING
FREQUENCY 1 4 3 1 0 0
PERCENT 11.1 44.4 333 11.1 0.0
MEAN 2.444 STAN.DEV. .882
5. If you were teaching this class next year, would you repeat this exercise?

YES NO MISSING
SCORE 734 30 3
PERCENT 96.1 3.9
a) All students except accounting:

YES NO MISSING
SCORE 92.1 7.9 0
PERCENT 92.1 7.9
b) Accounting students:

YES NO MISSING
SCORE 6 3 0
PERCENT 66.7 333
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Since the inception of this class, each year the instructors analyzed the subjective comments
of the students and attempted to alleviate their most common complaints. The results have been
generally gratifying. Any time almost 95% of a diverse group of college students agree on
ANYTHING is anoteworthy moment. Also, the results indicate that the final standings of the teams
do not significantly impact the opinions expressed about the project.

ACCOUNTING CLASS RESULTS

Table 2 shows the results of the student survey broken out in three sections: the total
students involved in all 11 years, the 2003 students without the accounting people, and the 2003
accounting students. It is obvious that the results of this exercise were perceived as less successful
by the accounting majors in comparison to the other participants.

To help determine the effectiveness of this course, an additional survey was conducted
within the accounting course component of the class: a self-assessment of the accounting students'
core competencies at the beginning and end of the semester. The first class period, the instructor
asked the students to grade themselves on a scale of one to five (with five being the high end of the
scale) as to their perception of their competency in the core skills needed for entry into the
accounting profession, as outlined by the AICPA (www.aicpa.org). The core competencies cross
three broad areas: functional competencies, personal competencies, and broad business perspective
competencies. To assist students in this assessment, information from the AICPA Web site was
downloaded by the instructor and distributed on the first day of class. This information included
descriptions of the specific meaning of the core competencies being assessed, along with some
examples of proficiency. This self-assessment was conducted again at the end of the semester to
determine whether students believed their skill levels increased through participation in this class.
The results of this self-assessment are reported in Table 3.

The results in Table 3 suggest that the students experienced improvement in core
competencies and that these improvements were broadly distributed among the different skills. The
largest improvements, with mean increases in scores between the first and self-assessment greater
than .75, were found in the areas of decision modeling, risk analysis, research, critical/strategic
thinking, and industry/sector perspective. Gains that were approximately two-thirds of an increment
(.66 and .67) were found in the areas of measurement, reporting, problem solving and decision
making, project management, international/global perspective, resource management,
legal/regulatory environment, and the ability to leverage technology to develop and enhance a broad
business perspective. All other areas showed at least modest improvements. While the reported
improvements in core competencies may not be exclusively attributable to participation in this class,
it seems apparent that the students believed they had made some gains over the semester. As with
any self-reported assessment, these results are subject to the biases implicit in self-reporting and
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should thus be interpreted with caution. A key concern with student-reported surveys is the potential
"demand effect." Students may answer in a way they think would please the instructor.

Table 3

MEAN 1ST GRADE | MEAN 2" GRADE DIF.
Category 1: Functional Competencies
Decision Modeling 3.33 4.11 78
Risk Analysis 3.22 4.00 78
Measurement 3.11 3.78 .67
Reporting 3.78 4.44 .66
Research 3.00 4.00 1.00
Leverage technology 3.67 4.22 .55
Category 2: Personal Competencies
Professional Demeanor 4.00 433 33
Prob. Solving and Decision Making 3.67 4.33 .66
Interaction 4.00 4.56 .56
Leadership 3.78 4.33 57
Communications 3.67 4.11 44
Project Management 3.67 4.33 .66
Leverage technology 3.67 4.22 .55
Category 3: Broad Bus. Perspective
Critical/Strategic Thinking 3.33 4.33 1.00
Industry/Sector Perspective 2.44 3.67 1.23
International/Global Perspective 2.56 3.22 .66
Resource Management 3.11 3.78 .67
Legal/Regulatory Environment 2.67 3.33 .66
Marketing/Client Focus 3.56 3.89 33
Leverage Technology 3.44 4.11 .67
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CONCLUSION

Interdisciplinary work is important. Accounting students often move into management
positions that demand leadership in dealing with finance, marketing, management, and other areas.
Thus, the gap between education and career is often quite evident (Grogan et al., 1988):

1. Rigid academic programs offer few opportunities for students to assume responsibility or define their
personal objectives. And yet, success after graduation depends on this skill.

2. Accounting curricula often present knowledge in a linear, lock-step form. Professional success depends on
the integration and application of knowledge.

3. Classroom experience is basically passive, but successful careers demand self-activation.
4. Formal classes treat students as isolated learners, but practice involves personal interactions and effective
communication.

How we teach and how students learn is often a dichotomy. Accounting educators need to
focus on integrating knowledge and experience. No single model for accomplishing this task has
emerged, and none probably should. Each approach should be geared to a specific outcome and the
image of how the student will be different for the effort.

The evaluation of student learning is a constant concern for educators. Old-line standardized
tests are simply not doing the job. A better answer is to refine the process by developing new
criteria - portfolios of student work, writing assignments, oral presentations, and team interaction
dynamics.

Also, people do not learn in a closed model of education. Social interaction and
environmental variables inevitably alter that process. Academic performance is highly correlated
with the level of engagement in academic work. Student involvement, defined as expenditure of
energy or time, relates directly to student academic success (Christopoulus and Rohwer, 1987).

Thus, the objective of any new teaching tool should be to increase involvement of the student
in the project as well as offering an alternative to standard forms of evaluation. This is the idea
behind combining a simulation exercise with interdisciplinary teaching.

OPERATING SUGGESTIONS

1. It is vital that all participating instructors be committed to this type of exercise. A casual
approach sends a message to the students that the simulation is not to be taken seriously and
concomitant performance suffers.
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10.

1.

Similarly, the students must perceive that the stimulation and attendant interaction between
the classes is the primary substance of this course (grade determinant) and it is their
responsibility to utilize the respective expertise of each team for the common good.

If at all possible, any classes involved in a project like this should be scheduled during the
same period. This facilitates meeting times for both instructors and students (and it is
difficult for students to say they are unable to make team meetings). Additionally, a longer
class period is important to the presentation of campaign materials (usually a
Tuesday/Thursday schedule at most schools).

Early in the semester or quarter, have an exchange class where the instructors switch classes
and explain to the other class their expectations and ground rules.

For best results, the accounting teams should contain 2-3 students and be paired one-to-one
with the business entities. This allows the accounting majors to focus on their job and
produce more information and analysis for their clients. It also cuts down on problems with
scheduling meetings between the two teams.

Accounting students tend to want as much information as possible - often just short of a
"perfect world." Try to avoid listening to their complaints. A vital part of this exercise is
to create a level of ambiguity that often occurs in a real business setting. Accounting majors
need to learn to deal with this form of chaos. Let them figure things out for themselves.
Make it clear to the accounting students that they are "hired" in a consulting mode. They are
there to provide their expertise, but also to listen to their customers and give them the
information and analysis they require and desire.

Differentiate between written and oral presentations. When presenting their results to their
clients, the accounting teams often went into excruciating detail about how they formulated
the various reports. These details should be included in the written reports handed to the
client. The oral presentation should be reserved for critical variables that are affecting the
business in a positive or negative fashion. Tell your client what the numbers mean. Get to
the point. Additionally, class time should be devoted to practicing the oral presentations.
Accounting students are often inexperienced at this business function and they need the
practice. It should be added that very few of the accounting firms used any form of graphics
in their oral presentations - this can be very effective.

Schedule at least two oral and written presentations for the accounting firms. Itis
educational for the students to be able to hear a critique of their first effort and then attempt
to correct the mistakes in another.

Schedule deadlines (loan application, oral and written presentations, etc.) far enough in
advance that preparation is not rushed. Then make these deadlines absolute so that each
team learns to work under a definitive time frame.

The simulation chosen should allow a wide range of potential variables for student
manipulation (price levels, wages, loans, advertising/promotion expenditures, distribution
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12.

13.

14.

15.

16.

17.

intensity, etc.). This forces the business owners to seek help in developing a financial plan,
loan presentation, and other vital accounting information. Often, business students study in
a vacuum and are not constricted by limited time for analysis. This is not realistic.

The accountants need to know the criteria for successful decision making at the beginning
of the session.

Students and instructors are both tired of people who do little work and "ride" a team's effort
without contributing. Make it known to participants that an early team evaluation will be
made and that recalcitrant team members will be removed and assigned other duties. It
works. Also have a team evaluation at the end of the session and advise the students that
part of their grade will be dependent on this result.

Use some classes as workshop days. The instructor can be available as a consultant (paid,
of course! - in simulated money). Instructors should, however, be careful not to discuss
variables that would not normally be available to the accountants of a business (future price
fluctuations, intimate details of a competitor's business, etc.). A workshop class also
alleviates problems some teams have getting all members to meet at once (again the
advantage of having meetings during class time).

Lectures and informational classes can be geared around problems that have arisen during
the simulation exercise. This helps accounting majors see the relevance of what they are
doing as well as providing solutions to inherent problems during the competition.
Encourage students to seek outside counseling (legal, management negotiation, team
dynamics, etc.). This also adds a realistic element to the proceedings.

A number of specific areas seemed to be weak in the accountants' reports:

a. Loan interest (often not included in the expense report).

Labor costs (not viewed as a double-dip expense - wages and benefits).

Shrinkage - how to expense and how to control.

Returns and allowances - how cost of goods sold is affected.

Comparison of different types of stores (mall, strip center, etc.) - leading into ROA.
Difference in valuation between a standard "bricks and mortar" vs. an e-business.
Little understanding of a proper billing procedure (time frame, payment method,
etc.).

h. Individual product sales - needed some mention of contribution margin.

1. Comparison of ratios with industry standards (e.g. Robert Morris Studies).

@ mo Ao o

ENDNOTES

The various classes (Accounting, Marketing Management, Advertising Campaigns, and Public Relations)
contain only junior and senior students. Tests are foregone in favor of experience discussion, written business
and marketing plans, and the oral presentation of ideas and promotions.
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2. Cooperation between instructors is crucial. Without teamwork, this journey quickly descends into oblivion.
In numerous discussions, the instructors participating in this exercise all believed the project had enhanced their
teaching styles and abilities in a positive manner. Students actually begin talking about their plans for this class
a year or more in advance - this kind of enthusiasm is a reward in itself.

3. The role of simulations and interdisciplinary teaching in a marketing curriculum is effectively placed in

perspective in: Hair, J.F. Jr., (1995), "Marketing Education in the 1990's: A Chairperson's Retrospective
Assessment and Perspective,”" Marketing Education Review, 2 (Summer), 1-6.
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GROUP VERSUS INDIVIDUAL LEARNING
OF QUANTITATIVE ACCOUNTING TOPICS:
EFFECTS ON TEST PERFORMANCE IN
THE FIRST-YEAR ACCOUNTING COURSE

Douglass Cagwin, Lander University
Katherine J. Barker, Lander University

ABSTRACT

Educators continue to search for ways to improve both accounting and methods of teaching.
Increased use of cooperative learning is often a feature of curriculum revision. Although previous
research has shown that cooperative learning techniques can sometimes lead to improved student
learning, there has been no research that has examined the effects of specific cooperative techniques
(e.g., group homework assignments) on learning specific quantitative business topics.

This is a field study of first-year accounting students at a large Southeastern university.
Multiple regression analysis is used to determine whether there is a difference in test performance
on quantitative accounting topics between students completing graded homework in groups versus
students completing the same assignments individually.

The results of this field experiment indicate that test performance of two specifically targeted
quantitative topics was not influenced by using the cooperative learning technique of graded group
assignments. Therefore business instructors may feel free to use this cooperative learning technique
without fear that it may jeopardize learning quantitative topics. This research did find a positive
relationship between quantitative test performance and a higher number of university credit hours
completed prior to exposure of the tested quantitative topics. This finding may help to guide those
charged with revising business curriculum to introduce quantitative accounting topics later rather
than earlier in the sequencing of required business courses.

INTRODUCTION

For nearly two decades there have been many appeals from both accounting professionals
(e.g., American Accounting Association [AAA], 1986); Arthur Andersen et al.,, 1989; and
Accounting Education Change Commission [AECC], 1990, 1992) and academics to improve
undergraduate accounting education; yet the debate continues as to how the accounting curriculum
or methods of teaching should be revised. Efforts by business schools and individual business
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disciplines to improve the manner in which courses are delivered have included an assortment of
educational methods (e.g., case studies, group projects, in-class projects, cooperative learning
assignments, and community service learning projects). The use of cooperative learning techniques
has often been a feature of curriculum revision, particularly since many employers have embraced
a more cooperative focus in the workplace.

Cooperative learning has been defined by Cooper, et al. (1990) as: "An instructional
technique which requires students to work together in small fixed groups on a structured learning
task." Previous research has shown that the use of cooperative learning techniques generally, but
not always, leads to increased learning by students. An underlying assumption is that by working
together, students will help teach each other (Gilbert-MacMillan, 1983; Parker, 1984). However,
little is known about the effects of cooperative techniques in specific learning situations (e.g., group
vs. individual homework assignments) or with regard to learning specific quantitative accounting
material. Such research is important to all educators who teach subjects that are quantitative. If
experiments involving cooperative techniques show promise, then further research may prove
fruitful.

This paper presents the results of test performances of two groups of first-year accounting
students at a major Southeastern state university. All students received the same in-class lecture on
two quantitative accounting topics by the same instructor. Approximately half the students were
given a graded homework assignment to be completed by their group, while the second half had
identical graded homework to be completed individually. Five to seven students were in each group,
and all members of the group received identical grades. Later in the semester, the same students
switched places. Those that had been given a group assignment received an individual homework
assignment, and vice versa.

PRIOR STUDIES

A cooperative learning strategy allows students to work together on a graded assignment
with the hope that group members will share knowledge within their group, thereby accomplishing
a shared goal and increasing overall individual performance. An individual learning strategy
requires students to work by themselves to accomplish their own goals (Johnson & Johnson, 1989).
Encouraging students to work together has evolved from a grassroots effort by a few professors to
an established method of education and learning. The goals of cooperative learning are diverse and
include enhanced academic achievement and cognitive growth, increased student motivation,
improved attitudes toward learning, social development and interpersonal relations (Natasi &
Clements, 1991). Although all of these goals are important, the focus of this paper is restricted to
the effect of cooperative learning techniques on individual academic achievement as measured by
a common exam.
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Some researchers have commented that merely placing students into groups and asking them
to cooperate on a project will not be successful (Johnson & Johnson, 1990). These efforts often fail
because student groups are afflicted with problems descriptively labeled as "free rider," "hitchhiker,"
"sucker," and "rich-get-richer" effects (Johnson & Johnson, 1990). Johnson & Johnson (1990) make
the comment that "...groups can also flounder through self-induced helplessness, diffusion of
responsibility, social loafing, dysfunctional labor divisions, and destructive conflict."

While cooperative learning has positively influenced student performance and attitude in
classroom settings (Sharon, 1980; Johnson & Johnson, 1989; Slavin, 1990), it has not always
influenced performance when used with strategies originally designed for individual learning (e.g.,
graded homework assignments) (Carrier & Sales, 1987; Klein & Pridemore, 1992; Klein, et al.,
1994). The above research suggests that a cooperative strategy may not affect educational outcomes
in all settings. Therefore, the success of cooperative learning strategies is not assured, and its use
may be more appropriate in some settings than others.

Related research suggests that an advantage of cooperative learning groups is that they give
students an opportunity to talk aloud, challenge and defend a point of view, and focus on the
problem-solving process rather than the answer (Gilbert-MacMillan, 1983). Parker (1984) found
that small-group cooperative learning aids in developing thinking and problem-solving skills, and
that this approach reduces student anxiety and competition by creating a friendly atmosphere, which
allows students the freedom to learn from their mistakes. Another study of eighth-grade pre-algebra
students found that students who worked cooperatively were better able to remember and apply
problem-solving strategies than those students from independent practice classes (Duren &
Cherrington, 1992).

The above findings lend credibility to the belief that cooperative learning techniques may
increase individual learning when applied to quantitative accounting topics. In addition, this prior
research suggests that cooperative learning can improve student attitudes toward the field of
accounting.

HYPOTHESIS DEVELOPMENT

As described above, previous research has shown that cooperative learning can be effective
in facilitating learning, particularly when dealing with quantitative topics in the field of
mathematics. Therefore, it is reasonable to expect that cooperative learning techniques could
enhance learning quantitative accounting topics as compared to using only the traditional
lecture-recitation model and other methods that rely solely on individual efforts. However, it has
not been established that cooperative learning techniques, specifically group work on graded
homework assignments, are more effective than lecture-recitation and individually graded
homework assignments in assisting students to learn quantitative rule-based accounting topics, such
as inventory valuation and cost allocations. Effects previously identified (e.g., "free rider," "sucker,"
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and "rich-get richer") may mitigate any gains from collaboration in a specific setting. In addition,
although previous research has shown that cooperative learning does have positive recall and
transfer effect, cooperative learning when applied to specific quantitative concepts may not transfer
well to individual performance, which leads to the following hypothesis:

HI: There is a difference in individual test performance on quantitative questions between students completing
graded homework assignments in cooperative groups, and students completing graded homework
assignments individually.

Two specific quantitative accounting topics are investigated: cost allocations and inventory
valuation. The hypothesis is non-directional since it has not been established whether the positive
effects of cooperative learning are offset by negative effects in a specific accounting setting.

EXPERIMENT AND RESEARCH DESIGN

The subjects in this field experiment were sixty-nine students in two sections of an
accounting principles course at a major Southeastern university. The format of the two sections was
as similar as possible. Each section of approximately 35 students met with the same instructor each
Tuesday and Thursday for 80 minutes throughout the semester. Section 1 met from 9:30 - 10:50
a.m., and Section 2 met from 11:00 a.m. - 12:20 p.m. Students self-selected into groups of from
five to seven students during the first week of the semester. The groups remained intact during the
entire semester.

Switching the groups on the two graded assignments limited potential problems related to
equivalency of subjects. Although the research design minimized the risk of problems, equivalency
of the subjects was assessed because of its possible impact on interpretation of results. Data was
collected on eight demographic variables: SEX, AGE, GPA, RACE, JOBHOURS per week,
SEMHOURS (credit hours) enrolled during the current semester, declared MAJOR, and CREDITS
(semester credit hours) earned prior to enrolling in the course. In addition, information was gathered
regarding prior accounting coursework (COURSE), and any prior bookkeeping experience (EXP)
of each student. Descriptive statistics and univariate tests for differences between the sections are
shown in Tables 1 and 2, respectively. No significant differences between the groups were found
(p-value = .05), although RACE was weakly significant (p-value < .10).

Of'the overall sample of 69 students, 44 were male, 12 were planning to major in accounting,
11 were non-white, six had previous bookkeeping work experience, and 19 had previously taken
accounting or bookkeeping coursework (generally in high school). The mean student was 21.7 years
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of'age, had accumulated 57.7 previous credit hours, was currently enrolled in 14.9 credit hours, had
a cumulative GPA of 2.97, and was working 11.2 hours per week.

Both sections were taught by one of the authors using a common syllabus. Class discussion
and in-class exercises were the same for both sections. However the assignment of graded group
versus graded individual homework assignments was reversed between the sections for two topics:
cost allocations and inventory valuation. Each graded homework assignment was worth 5% of the
total grade, and each member of a group received a common grade for the group assignment. The
subjects then took a common multiple-choice examination, administered at a common time and
place. The examination consisted of 50 multiple-choice questions, 13 of which were quantitative
in nature. Of the 13 quantitative questions, three related to cost allocations, and three to inventory
valuations. The remaining seven were general quantitative questions.

Table 1: Descriptive Statistics
Panel A - Dichotomous Variables
Demographic Statistic N #=1 #=0 %=1 %=0
MAIJOR (1 = Accounting) 69 12 57 17.4% 82.6% I
EXPerience (1 = Past Experience) 69 6 63 8.7% 91.3%
SEX (1 =Male) 69 44 25 63.8% 36.2%
RACE (1 = Non-white) 69 11 58 15.9% 84.1%
COURSE (1 = Previous Coursework) 69 19 50 27.5% 72.5% I
Panel B - Continuous and Discrete Variables
Demographic Statistic N Mean Maximum | Minimum
CREDITS 69 57.7 164 33
GPA 67* 2.97 4.0 1.9
SEMHRS 69 14.9 18 3
AGE 69 21.7 43 19
JOBHR (per week) 69 11.2 45 0
* Two subjects transferred from another institution at the beginning of the semester and had no accumulated
GPA.

Univariate tests were used to assess the relative performance of the two subject sections on
the test questions against the seven non-experimental sections relating to the specific quantitative
topics and to assess the equivalency of the two subject sections.  Data from all nine sections
showed that students correctly completed 39.5%, 57.7% and 65.7% of the allocation, inventory
valuation, and remaining questions, respectively.
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Test performance of the two subject sections was not substantially different on the questions
of interest from the other seven accounting sections not included in the experiment (allocations was
.1% lower than the composite total, inventory valuation was 2.9% higher). There was no
statistically significant difference in raw score test performance for the questions of interest between
the two sections; however, section 2 marginally outperformed section 1 on the remaining test
questions (p-value =0.0757), and the test as a whole (p-value = 0.0995). Test performance was then
regressed against the homework method used, test scores on other questions, and control variables
to determine the significance and direction of the homework-method variable.

Table 2: Univariate Tests of Group Equivalency®

Demographic Statistic Mean

Sec 1 Sec 2 Std Dev

Sec 1 Sec 2 Parametricb

Statistic ~ P-value Non-parametric

Statistic  P-value

MAJOR (1=Accounting) 0.18 0.17 0.39 0.38 0.05 0.96 0.003 >0.25

EXPerience (1=Past Exp) 0.12 0.06 0.33 0.24 0.88° 0.39 0.79¢ >0.25

SEX (1=Male) 0.71 0.57 0.46 0.50 1.16 0.25 1.35¢ >0.25 ‘

RACE (1=Non-white) 0.24 0.09 0.43 0.28 1.70c 0.01 2.88¢ 10>p>.05

COURSE (1=Previous 0.32 0.23 0.47 0.43 0.88° 0.39 0.95¢ >25

coursework)

CREDITS 58.0 57.5 25.0 15.2 0.10 0.92 0.81° 0.42

GPA 3.0 3.00 0.60 0.60 -0.25 0.80 -0.09° 0.93

SEMHRS 15.4 14.5 1.78 3.20 1.49¢ 0.15 1.34° 0.18

AGE 20.9 21.6 2.34 5.20 -0.74° 0.46 0.08° 0.93

JOBHR (per week) 9.9 12.4 12.4 14.3 -0.76 0.45 -0.49° 0.63

a N = 34 for Section 1 and N = 35 for Section 2; except for GPA, which has N =33 and N = 34,
respectively.

T-tests of differences between means.
Failed F-test that variances are equal; results computed with Cochran Procedure.
Test of equal proportions Chi-Square statistic.

Wilcoxon Rank Sum Test Z-statistic.
. |
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REGRESSION MODEL

The model as initially tested is as follows:

SCORE = + B,METHOD + B,MAJOR + B,EXP + B,SEX + B.RACE + B,COURSE +

B,CREDITS + B,GPA + B,SEMHRS + B,,AGE + B,,JOBHR + p,QUEST

The variable of interest, METHOD, is a dichotomous indicator variable coded "0" for a
group homework assignment, and "1" for an individual assignment. An additional variable, QUEST,
is included and represents the non-quantitative test questions. It is included to allow modeling of
the comparability of performance on the questions of interest and the remainder of the test. A
description of all independent variables is included below as Table 3.

Table 3: Independent Variable Descriptions

Variable Name

Variable Description

METHOD Indicator variable where 1 = group homework assignment, and 0 = individual homework
assignment.

MAJOR Anticipated major field of study, indicator variable where 1 = Accounting; 0= Not
Accounting (other business major).

EXP Indicator variable where 1 = previous accounting or bookkeeping work experience, 0 = no
previous experience.

SEX Indicator variable where 1 = Male, 0 = Female.

RACE Indicator variable where 1 = Non-white, 0 = White.

COURSE Indicator variable where 1 = previous accounting or bookkeeping coursework, 0 = no
previous coursework.

CREDITS Number of college credit hours completed prior to current semester.

GPA Current grade-point average on a four-point scale.

SEMHRS Number of credit hours enrolled in for current semester.

AGE Student age in years at time of examination.

JOBHR Number of hours per week of employment.

QUEST Percentage of correct questions on the examination that were on topics other than the

quantitative questions of interest: cost allocations or inventory valuation.
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Correlation of the independent variables was examined. Most were not significantly
correlated at the alpha = 0.05 level. Exceptions included the expected positive correlation of AGE
with accumulated CREDITS, and negative correlation of JOBHRS with SEMHRS. In addition,
MAJOR was significantly correlated with SEX (accounting majors tended to be female); CREDITS
was significantly correlated with SEX (males tended to have accumulated more university credits
by the time they took this course, possibly because as non-accounting majors they avoided
accounting courses as long as possible); and AGE negatively correlated with SEMHRS (the few
part-time students were older.) The highest correlation was 0.51 (SEMHRS with JOBHRS). Tests
for multicollinearity for all regressions were performed. All variance inflation factors and condition
numbers were well below the suggested values of 10 and 100, respectively, indicating that
multicollinearity among these variables is not a problem. In addition, tests for heteroscedasticity,
and analysis of residuals and autocorrelation, the Durbin-Watson D statistic revealed no violations
of these assumptions. Analysis of the studentized residuals revealed no outliers that needed
attention.

Table 4: Correlation Matrix of the Independent Variables
Variable | MAJOR | EXP | SEX | CREDITS | GPA SEMHRS AGE RACE | COURSE | JOBHR
MAJOR 1.00
EXP 13 1.00
SEX -37 -20 1.00
CREDITS -22 .16 27 1.00
GPA .16 .03 -.17 -12 1.00
SEMHRS -.01 -.06 -.18 -23 22 1.00
AGE .05 .03 .08 41 .07 -33 1.00
RACE 22 .01 -17 -13 -11 .19 -12 1.00
COURSE 23 .16 -21 -.11 .03 -.02 .08 .00 1.00
JOBHR -.16 .08 .16 .25 -23 -.51 18 -.20 17 1.00
Note: Bold type = significant at alpha = 0.05 level.
L

REGRESSION RESULTS

Test performance of the two subject sections was not substantially different on the questions
of interest from the other seven accounting sections not included in the experiment (allocations was
.1% lower than the composite total, inventory valuation was 2.9% higher). Data from all nine
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sections showed that students correctly completed 39.5%, 57.7% and 65.7% of the allocation,
inventory valuation, and remaining questions, respectively. There was no statistically significant
difference in raw score test performance for the questions of interest between the two subject
sections; however, section 2 marginally outperformed section 1 on the remaining test questions
(p-value = 0.0757) and the test as a whole (p-value = 0.0995).

Table 5 sets forth the coefficients, t-statistics and p-values of the ordinary least squares
regressions on the full set of independent variables. The model is significant (F =4.067, p-value =
0.001), and adjusted R? is 0.2220. The only significant independent variables are CREDITS and
QUES, indicating that the number of semester credit hours accumulated prior to this course are
positively associated with total test score, and that the non-quantitative questions on the test do have
some correlation with the questions of interest. (Since the QUEST variable could be disguising
common variance with other variables, a regression was run without QUEST. The variable GPA
is then the only significant variable.) The variable of interest, METHOD, shows no indication of
statistical significance (p-value = 0.92).

Table 5: Results from OLS Regressions of SCORE and TOTAL on Independent Variables
SCORE? TOTAL®
F-statistic = 4.067 R’ 0.2943 F-statistic = 4.547 | R? 0.4855
p-value=0.0001 AdjR* 0.2220 p-value = 0.0001 | AdjR* 0.3787
Independent Coefficient t-statistic p-value Coefficient t-statistic p-value
Variable
Intercept -55.76 -1.58 0.11 22.16 1.28 0.21
MET HOD -0.51 -0.10 0.92 N/A N/A N/A
MA JOR 4.01 0.51 0.61 2.74 0.72 0.47 I
EXP 1.09 0.11 0.91 -0.82 -0.17 0.86
SEX -6.01 -0.97 0.33 -2.30 -0.77 0.44
RACE -12.92 -1.70 0.09 -5.58 -1.52 0.13
COU RSE -2.18 -0.34 0.73 -4.16 -1.37 0.18
CRE DITS 0.33 2.12 0.04 0.11 1.39 0.17 I
GPA 4.67 0.78 0.44 12.98 4.64 0.00
SEM HRS -0.09 -0.06 0.95 -0.41 -0.58 0.56 I
AGE 0.86 1.11 0.27 0.61 1.51 0.14
JOB HR 0.02 0.07 0.10 -0.08 -0.66 0.51
QUEST 1.84 3.02 0.00 N/A N/A N/A
2 where SCORE is the prediction of the quantitative questions.
b where TOTAL is the prediction of the total test scores.
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To derive a more parsimonious model, stepwise regression was performed with selection
of the "best" model based on Mallows C(p) to minimize bias, and adjusted R? to maximize
explanatory power. The model developed after reduction by stepwise procedures is included as
Table 6. The most appropriate parsimonious model for the dependent variable SCORE included
SEX, CREDITS, AGE, RACE, and QUEST in the variable set, with only CREDITS and QUEST
significant at the alpha = 0.05 level. The addition of METHOD provides virtually no change in the
coefficients other than a 1% change in the value of the intercept. All the tests show clearly that
METHOD has no statistically significant effect. Therefore the hypothesis is rejected.

Table 6: Results for OLS Regressions of SCORE on Reduced Set of Independent Variables
Without METHOD With METHOD
F-statistic =10.203 R’ 0.2850 F-statistic = 8.438 R’ 0.2850
p-value =0.0001 AdjR* 0.2570 p-value = 0.0001 AdjR* 0.2513 I
Independent Coefficient | t-statistic p-value Coefficient t-statistic p-value
Variable
Intercept -52.05 -2.78 0.01 -51.81 -2.73 0.01
SEX -7.05 -1.29 0.20 -7.05 -1.28 0.20
CREDITS 0.32 2.25 0.03 0.32 2.24 0.03
AGE 0.89 1.27 0.21 0.88 1.26 0.21
RACE -12.53 -1.77 0.08 -12.53 -1.76 0.08
QUEST 2.15 4.70 0.00 2.15 4.68 0.00
METHOD -0.50 -0.10 0.92

To further understand the factors influencing test performance, a further regression was run
to determine whether test scores as a whole were predictable. This regression of total SCORE on
the full set of independent variables, excluding the METHOD variable, is also reported on Table 5.
The model is significant (F = 4.547, p-value = 0.0001), and adjusted R? is 0.3787. Although the
predictive value has increased substantially for the test as a whole, only the GPA variable is
significant.

CONCLUSIONS

The results of this field experiment indicate that test performance is not positively or
negatively influenced by using the cooperative learning technique of graded group homework

Academy of Educational Leadership Journal, Volume 9, Number 1, 2005



47

assignments versus graded individual homework assignments. This result is similar to previous
mathematics studies where mathematics students exposed to cooperative learning situations learned
as well as students in more traditional and individual-dependent learning strategies.

The most important finding of this study is that using the cooperative learning technique of
graded group homework assignments versus graded individual assignments made no difference in
individual test performance. Therefore accounting instructors may feel free to use this cooperative
learning technique without fear that it may jeopardize learning quantitative accounting topics.

Itis possible in the present study that there are positive effects of group learning but that they
were mitigated by previously described negative effects (e.g., "free rider," "sucker," and
"rich-get-richer"). If these effects could be controlled in a real-world setting, group assignments
could lead to improved performance.

Performance on the quantitative questions of interest was not highly correlated with the
non-quantitative questions. This lack of correlation may have been caused by a particular study
strategy of the students, where students tend to study those topics that are easier to learn rather than
the more difficult topics, such as cost allocations and inventory valuation. (Anecdotal evidence
confirming this strategy was gathered during class discussions following the test.) It is not
surprising that students found quantitative questions to be the most difficult to answer correctly.

The significance of the CREDITS variable in predicting quantitative test scores is somewhat
unclear. However, it is very possible that students with more accumulated university credits have
had more exposure to various quantitative topics. Therefore these students can more easily
assimilate quantitative accounting topics than older students or those students with higher GPAs.

Because of the significance of the CREDITS variable in predicting quantitative test scores, those
who are involved in revising accounting and business curriculum may want to rethink where
accounting principles courses are introduced to students. Students may benefit from being exposed
to other quantitative courses before they are required to take accounting principles courses.

Although it was not tested here, the cooperative learning strategy employed by this study
may have improved the overall attitudes of students towards fellow students, accounting, and
business in general, as was found in several mathematics studies (Davidson, 1971; Olsen, 1973;
Brechting & Hirsch, 1977; Chang, 1977; Shaughnessy, 1977; Treadway, 1983). Any positive
change in students' attitude towards the field of accounting would be most welcomed by most
business instructors, and is worthy of future study.

As with all research studies, there are many limitations. Care should be exercised in
generalizing the results to other environments. The test subjects were all enrolled in a required
introductory accounting course. While the sample represented a representative cross-section of
predominately sophomore and junior business students at a large Southeastern university, they may
not be representative of non-business students or students at other universities. Secondly, only those
subjects enrolled in two sections instructed by one of the authors were included in the study. While
all sections used a common textbook and methodology, and overall test scores appeared to be
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comparable between all other accounting sections, it is possible that results are not generalizable to
other instructors. Thirdly, the specialized topics of cost allocations and inventory valuation were
the topics of study. The effects of group versus individual study may vary for other topics. Itis also
possible that the cooperative learning technique chosen for this study did not have sufficient strength
on its own to obtain either positive or negative results as measured by test performance.

There are ample opportunities to expand upon this research. Suggestions for future research
include the following:

(D Testing whether a student's opinion of the relative amount of learning group and individual
assignments is positively correlated with actual performance.

2) Testing whether a student's relative enjoyment of group versus individual assignments is correlated
with relative learning.

3) Testing whether a student's preference for the type of homework assignment is affected by either or
both the student's belief regarding the relative amount of learning and the relative enjoyment.

4) Testing whether a student's attitude toward the field of accounting is improved by the cooperative

learning technique employed.
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MERIT PAY, COLAS, AND THE RETURN
TO FACULTY SENIORITY

Kevin C. Duncan, Colorado State University-Pueblo
Mark J. Prus, State University of New York

ABSTRACT

The distinction between annual COLA and merit increases at a unionized, public, liberal arts
college allows us to estimate the return to faculty seniority with respect to total salary and its
components, cost-of-living and promotion-adjusted starting salary and accumulated merit pay. We
find that merit pay, which is awarded on the basis of faculty productivity, rises with seniority over
a lengthy period. Due to chronically low budgets at this institution, cost-of-living adjustments have
failed to keep pace with market trends for new Ph.D.s. Consequently, a seniority penalty with
respect to cost-of-living and promotion-adjusted starting salary exists. Since the negative return
associated with this salary component is greater than the positive return for merit pay, the net effect
is a seniority penalty with respect to total salary. These results present the seeming contradiction
of a seniority penalty for productive senior staff. The perpetuation of this circumstance can best be
explained by high faculty mobility costs or by limited alternative employment opportunities for
senior faculty.

INTRODUCTION

Do faculty salaries rise or fall with seniority? Recent empirical studies based on national and
institutional-level faculty salary data fail to provide a definitive answer. For example, Ransom
(1993) utilizes three national surveys of teaching faculty. Results from one of the surveys indicate
a negative marginal effect of seniority whereas results from the other two surveys show no
correlation between seniority and salary. On the other hand, Barbezat and Donihue (1998) and
Monks and Robinson (2001) suggest that salaries rise with seniority over a relatively lengthy period.
Results from studies based on institutional-level data are also mixed. For example, Ransom also
reports a strong negative correlation between salaries and seniority among University of Arizona
faculty, even after controlling for publication performance. Brown and Woodbury (1998) find
similar results for faculty at Michigan State University. These authors also find that the link
between internal and external (market) salaries diminishes with seniority. However, Hallock (1995)
reports positive returns to seniority among the unionized faculty at the University of Massachusetts,
Amherst. Finally, Moore, Newman and Turnbull (1998) examine data gathered from economics
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departments at nine state universities and report a negative seniority effect that disappears when
detailed measures of publishing performance are included in salary estimates.

Many of these studies are motivated by a desire to reconcile faculty salary patterns with
general theories and evidence regarding the relation between seniority and pay. Most studies of non
academic labor markets reveal a positive relation between pay and job tenure.! Theoretical
explanations attribute this positive relation to such factors as the higher productivity of senior
workers (O1, 1962; Mincer, 1974), or to incentive mechanisms that discourage shirking (Lazear,
1981). However, interest in this topic is more than academic as the interpretation of results provides
an answer to the policy-oriented question of whether the seniority penalty is deserved. For example,
Moore et al. attribute the lower pay of senior staff to their lower productivity, implying that the
seniority penalty is deserved. On the other hand, Bok (1993) and Ransom (1993) imply that the
penalty is not deserved. Ransom argues that lower pay for senior staff stems from the monopsony
power of universities. Bok suggests that university budget constraints result in high, market-level,
salaries for new faculty, but insufficient funds to reward the job tenure of more senior staff. If the
seniority penalty is undeserved, corrective policies at the university level can be justified. The more
practical applications of this literature are evidenced by the studies on methods of correcting
inequities due to salary compression (Lamb & Moates, 1999; Moore,1992; Suskie & Shearer, 1983;
Wall, 1976).

We contribute to the literature by taking advantage of an administrative practice at a
unionized, public, liberal arts college (hereinafter, U-PLAC) of separating annual merit awards from
cost-of-living adjustments. This distinction allows us to examine the return to seniority with respect
to total salary, cost-of-living and promotion-adjusted starting salary, and accumulated merit pay.’
We find that accumulated merit pay rises with seniority over a lengthy career period. Since merit
pay is distributed according to faculty performance, this finding is consistent with the prediction
of human capital theory that pay rises with job tenure because of the higher productivity of senior
employees. However, we also find a seniority penalty with respect to cost-of-living and
promotion-adjusted starting salaries. This finding illustrates how a seniority penalty can stem from
cost-of-living adjustments that fail to keep pace with market trends for new faculty. Since the
seniority penalty associated with cost-of-living and promotion-adjusted starting salaries offsets
increases associated with merit pay, total salaries decrease with seniority over the initial nine years
of service at this institution. Our results illustrate how the seniority penalty can be attributed to
budget constraints, even on a campus where performance pay and productivity rise with seniority.

In Section II, the data and models used to estimate the earnings-seniority profiles for total
salary, accumulated merit pay and cost-of-living and promotion-adjusted starting salary (hereinafter,
COLA salary) are described. The empirical results, along with a discussion of implications for the
literature on pay and seniority, are discussed in subsequent sections. We conclude with implications
for future research.
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DATA AND MODELS

The U-PLAC data contain information on faculty salaries, merit increases, performance,
years of service at the present institution, and years of prior experience. We use faculty data from
the 1998-1999 academic year and include tenured and tenure-track faculty in our sample.
Administrators above the level of department chair are excluded. Similar to other universities in the
U.S., U-PLAC has an administrative practice of distinguishing between annual cost-of-living and
merit adjustments to base salaries. This distinction provides a unique opportunity to examine the
relation between seniority and the components of faculty earnings.

We collected the record of merit pay for each faculty member from individual departments.
Merit pay at U-PLAC is awarded in accordance with the published faculty evaluation guidelines
issued by the Office of the President. Faculty productivity at U-PLAC is based on the weighted
performance in teaching, research, and service. Exemplary teaching and service are recognized.
However, research, in terms of the number of publications, carries a higher weight in performance
decisions. Data on the level of annual merit awards and on accumulated merit are discussed below.

To obtain COLA salary, we subtract a faculty member's record of accumulated merit pay
from his or her total salary.> This difference is a faculty member's starting salary that has been
adjusted for cost-of-living and promotion increases during his or her career at U-PLAC. Since we
include measures of rank in our salary estimates, we further control COLA salary for the increases
in base salary associated with promotion.

U-PLAC has experienced chronically low COLAs that have barely kept pace with inflation
and have lagged behind overall market trends. For example, the average union-negotiated COLA
at U-PLAC, in the ten years prior to the study period, was 3.1 percent (with a high of 5.5 percent and
a low of 0 percent). This average does not include the fixed-dollar COLA of $500 for all faculty in
1991. Inflation over this period averaged 3.1 percent (with a high of 6.1 and a low of 1.6 percent).
On the other hand, data from the American Association of University Professors (see AAUP)
indicate that over this same period, average faculty salaries, for all ranks, increased by 3.7 percent
(with a high of 6.1 and a low of 2.5).

Union-negotiated COLAs at U-PLAC are across-the-board. In addition to these adjustments,
about 33 percent of U-PLAC faculty also receive merit pay for exceptional performance. However,
budget restrictions at U-PLAC have limited the amount of these awards as well. For example, the
average merit award for top-performing faculty in our sample is $676. Consequently, even
top-performing faculty would be challenged to maintain parity with market trends, given the low
COLAs at U-PLAC.

The fiscal situation at U-PLAC mirrors that at many public institutions. Zoghi (2003) notes
that the tapering off of enrollment demand in the 1980s reduced support for public institutions
nationally. This has contributed to the twenty-five-year decline in faculty salaries at public schools
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relative to private universities. Alexander (2001) also notes that this fiscal trend has limited the
ability of public schools to compete for faculty.

Because of the distinction between merit and cost-of-living increases at U-PLAC, we are
able to examine the relationship between seniority and total salary, COLA salary, and accumulated
merit pay. To illustrate the advantages of these data, we estimate the following faculty earnings
equations:

Model 1
TOTAL SALARY = b, + b, SENIORITY + b, SENIORITY’ + b, EXPERIENCE +
b, EXPERIENCE’ + b; X + by CUPA SAL + b, HIGH PERFORM + ¢
Model 2
COLA SALARY = b, + b, SENIORITY + b, SENIORITY? + b; EXPERIENCE +
b, EXPERIENCE’ + b; X + by CUPA SAL + b, HIGH PERFORM + ¢
Model 3
TOTAL MERIT = b, + b, SENIORITY + b, SENIORITY’ + b; X + b, CUPA SAL + b; HIGH PERFORM + ¢

where the dependent variable for Model 1, TOTAL SALARY, is the faculty member's contractual
salary including accumulated merit, but minus stipends for department chairs. For Model 2, the
dependent variable, COLA SALARY, is the faculty member's contractual salary minus stipends,
minus accumulated merit. This variable measures the faculty member's promotion and
inflation-adjusted starting salary. The dependent variable for Model 3 is the record of accumulated
merit pay since the inception of the faculty member's career at U-PLAC.

It is the convention in the literature to estimate the natural log of faculty salaries. However,
since accumulated merit pay for the faculty in our sample ranges from $0 to $14,720, the semi-log
approach is not suitable for Model 3. To facilitate the comparison of coefficients across equations,
we also estimate total and COLA salaries without the log transformation. However, we also
estimated the results of Models 1 and 2 with the log transformation of the dependent variable. These
empirical results are discussed below. Since new faculty have not been involved in the merit
evaluation process at U-PLAC, the estimate of TOTAL MERIT is based on a sample of faculty with
one or more years of seniority. The sample size for Models 1 and 2 is 225, whereas the number of
observations used in the estimate of Model 3 is 207.

The specification of the right-hand side of the equation for Models 1 and 2 is typical of other
studies that have examined faculty salaries. For example, Ransom and Brown and Woodbury use
the quadratic form of the years of service at an institution. SENIORITY is the number of years
served at U-PLAC and SENIORITY? is its square. Faculty salaries that rise, or fall, with additional
years of service are indicated by the coefficient signs for the seniority variables. For example, a
negative sign for the linear term and a positive coefficient for the quadratic term indicate a U-shaped
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earnings-seniority profile with inverted and compressed salaries at this campus. The negatively
sloped portion of such a profile reveals the seniority penalty, or relatively lower pay for more senior
staff.

EXPERIENCE is the number of years of work experience a faculty member has accumulated
since completing their degree. This is the measure of experience used by other researchers (e.g.,
Ransom,1993 and Moore et al., 1998). We include EXPERIENCE’ to determine if the relation
between faculty pay and experience is nonlinear. Ransom has reported a U-shaped
earnings-seniority profile and an inverted U-shaped earnings-experience profile. Our specification
of the seniority and experience variables allows us to determine if there are similar patterns at
U-PLAC.

The vector X includes faculty characteristics such as rank, gender, race, and degree status.
We follow Barbezat (1989) and Hallock (1995) by including measures of faculty rank which allows
us to further control our estimate of COLA SALARY for promotion pay steps. Brown andWoodbury
argue that since rank and salary are jointly determined, least squares estimates will be biased and
inconsistent if rank is included as an independent variable. Hallock reports that including measures
of rank results in a flatter earnings-seniority profile.

CUPA SAL is the 1998 College and University Personnel Administration (CUPA) market
salary for new assistant professors for each faculty discipline at U-PLAC. To illustrate how this
variable is created consider the following examples. For faculty assigned to the Art Department at
U-PLAC, CUPA SAL has a value of $35,833. This is the starting salary reported by the College and
University Personnel Administration for that discipline in 1998. Correspondingly, CUPA SAL has
a value of $45,401 for the U-PLAC faculty assigned to the Economics Departments. Hence, CUPA
SAL has a unique value for each of the 23 departments at U-PLAC. Consequently, additional
controls for the department assignment (such as dummy department variables) would be redundant
and collinear with CUPA SAL. The results reported below are based on estimates that include CUPA
SAL as the control for faculty department. However, we also discuss the results of estimates with
department dummy variables as controls.

The advantage of using CUPA SAL as a control is that this variable provides additional
information concerning the source of faculty salary compression. As an independent variable in the
estimated equation, CUPA SAL measures the relation between U-PLAC faculty salaries and external
(market), entry-level salaries. Brown and Woodbury use entry-level, field-specific market salaries
(similar to CUPA SAL) to determine if changes in external salaries are transmitted to faculty at their
institution. They report that if the market salaries for new economists increase by 1 percent, the
salaries for male economics professors at their institution increase by .65 percent. Similarly, a
coefficient for CUPA SAL with a value less than one indicates that internal salaries at U-PLAC are
not keeping pace with entry level, external salaries. The relation between CUPA SAL and COLA
salary is of particular interest since this salary component is most sensitive to market trends.
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We include two measures of faculty performance in an attempt to control for productivity
differences among faculty. Most studies that include measures of faculty productivity rely on
publication records. However, we are unable to collect these detailed data and must rely on other
performance measures. HIGH PERFORM equals one if the faculty member is among the top
performers at this institution (based on the previous year's faculty evaluation). HIGH PERFORM
is zero for those not in this group. As mentioned above, the evaluation guidelines at U-PLAC are
based on the weighted performance in teaching, research, and service, with more weight given to
research. Thus, HIGH PERFORM is a broad measure of faculty performance. HIGH PERFORM
not only captures an individual's productivity in terms of his or her performance at U-PLAC
(through teaching and service evaluation), but this variable also indicates marketability and mobility
(indicated by publication performance). The limitation of this performance measure is that we use
data for only one year to designate HIGH PERFORM. However, faculty recognized as top
producers likely have a history of sustained high performance. For example, top-performing faculty
may have more accumulated merit pay or may have received higher starting salaries because of
sustained records of high productivity. This example would be supported by a coefficient for HIGH
PERFORM, from any model, that exceeds the average annual increase in merit pay. Such a result
suggests that high performers have an earnings (and productivity) record extending beyond a
specific annual merit award.*

We also include CHAIR for those who are department chairs (equals one if a chair, else 0).
If more productive faculty move into these positions, this variable will also measure performance.
Results of previous research concerning the earnings effect of a chair position are mixed. For
example, Katz (1973) does not find a significant chair effect; however, Moore et al. (1998) and
Siegfried and White (1973) report a positive impact on salary. The error term in all models is e.

RESULTS

Summary statistics are presented in Table 1. In 1998, average total faculty salaries (minus
chair stipends) were $47,392 at U-PLAC. Average accumulated merit pay was $4,167. COLA
SALARY is the difference between these two, and the average value for this salary component was
$43,225. The data for years of seniority and years of experience indicate that most faculty began
their careers at U-PLAC. There was a total of 466 full and part-time teaching staff at U-PLAC in
1998; however, our sample of 225 includes only tenure-track assistants, associates, full, and
distinguished professors. Five percent of this sample are distinguished professors. Full and
associate professors each constitute thirty-five percent whereas assistant professors, the reference
category, comprise the remaining 25 percent of the sample. Ninety-one percent of the faculty have
Ph.D.s; the remainder have masters degrees. Thirty-five percent of the sample is female, 11 percent
is nonwhite, and 10 percent are department chairs. We are unable to determine racial categories
beyond the white-nonwhite classification. This information is not public. Given the distribution of
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positions at U-PLAC, the average starting salary, according to the CUPA data (CUPA SALARY), is
$37,625 for new assistant professors in the U.S. in 1998. Based on the previous year's performance
evaluation, 33 percent of the faculty are high performers.

Table 1: Brief Variable Descriptions and Summary Statistics
Variable Brief Description Sample Mean (Stand. Dev.)

TOTAL SAL. 1998-1999 salary for full-time faculty minus $47,391.92 (10,884.47)
stipends.

COLA SAL. 1998-1999 full-time $43,225.03 (8,569.34)
Salary minus past merit increases and stipends.

TOTAL MERIT Accumulated merit increases from the inception of $4,166.89 (3,742.11)
the career at U-PLAC.

SENIORITY Years of full-time service at U-PLAC. 15.69 (11.52)

EXPERIENCE Years of full-time service at U-PLAC and at other 15.89 (11.37)
institutions.

RANK Dummy variables for distinguished, full and 0.05(0.22), 0.35(0.48),
associate professors with assistants as the 0.35(0.48)
reference category.

PHD Equal to one for Ph.D.s and zero for MA. 0.91 (.29)

SEX One if female, zero if male. 0.35 (.48)

RACE One if non-white, zero if white. 0.11 (.31)

CUPA SAL CUPA salary data for new assistants by discipline. $37,625.26 (2,431.39)

CHAIR Equal to one for department chairs, 0 otherwise. 0.10 (.30)

TOP PERFORMERS Equal to one for top performers based 1997-1998 0.33 (.47)
evaluation, 0 otherwise.

N= 225

Source: U-PLAC 1998-1999 faculty salary data. I

Empirical results for Models 1, 2 and 3 are reported in Table 2. The seniority coefficients
from Model 1 (with total salary as the dependent variable) indicate that the earnings-seniority profile
at this institution is U-shaped. The negatively sloped portion of the U-shaped profile indicates a
seniority penalty: More recently hired faculty earn more than faculty with higher levels of service,
other factors held constant. The "U" shape also suggests salary compression between faculty with
very high and very low levels of seniority. These linear and quadratic seniority coefficients are
statistically significant at the .05 level. The first and second derivatives of the total salary estimate,
with respect to years of seniority, indicate that salaries of senior faculty fall, relative to more junior
faculty, until 9.1 years of service.
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Table 2: Faculty Earnings Estimates by Salary Component
Model 1: Dependent Variable = Total Salary — Stipends
Model 2: Dependent Variable = Total Salary — Stipends — Total Merit
Model 3: Dependent Variable = Total Merit
Variable Model 1 Coefficient Model 2 Coefficient Model 3 Coefficient
Constant 23890.22 26949.86 -2855.79
(4.48) (5.01) (-1.39)
SENIORITY -1719.82 -1779.81 499.30
(-2.23) (-2.29) (7.66)
SENIORITY? 94.85 60.77 -10.18
(2.19) (1.39) (-6.52)
EXPERIENCE 1594.16 1206.79 -—-
(1.98) (1.49)
EXPERIENCE? -79.03 -35.77 -
(-1.80) (-0.81)
ASCT. PROF 4081.75 4681.38 -744.10
(3.19) (3.63) (-1.50)
FULL PROF. 11677.58 9427.06 2009.04
(7.49) (6.00) (3.37)
DIST. PROF. 20573.53 15893.93 4425.51
(9.64) (7.39) (5.47)
PHD 2077.35 1144.85 950.65
(1.69) (0.96) (2.02)
SEX -712.24 -514.51 -155.80
(-0.89) (-0.64) (-0.49)
RACE -520.88 -24.36 -404.90
(-0.46) (-0.02) (-0.95)
CUPA SAL 0.28 0.24 0.02
(1.95) (1.66) (0.06)
CHAIR 635.00 -583.18 857.58
(0.53) (-0.48) (1.92)
HIGH PERFORM 2043.36 362.28 1764.67
(2.69) (0.47) (6.19)
N = 225 225 207
R? (adj) = .79 .66 5
F= 66.97 34.55 56.0
Source: U-PLAC 1998-1999 faculty salary data;
t-values in parentheses.
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For example, a faculty member with five years of seniority can expect her/his salary to fall
(relatively) $771.32 with another year of service. This finding is based on the partial derivative of
total salary with respect to years of seniority, evaluated at 5 years of seniority.

Decreasing relative earnings for faculty in the early stages of their careers is consistent with
other studies that indicate a seniority penalty (Brown & Woodbury; Ransom). However, the results
of all of these studies are inconsistent with those that track career trends in faculty productivity. For
example, Oster and Hamermesh (1998) find that productivity, measured by research output, reaches
a peak at nine or ten years of experience, before dropping off sharply. They attribute the trend in
productivity to the incentive offered by tenure. After tenure is achieved, output for most professors
decreases sharply.’ Although this finding is based on the experience of economists at research
institutions, the incentive associated with tenure applies to faculty at all institutions. For example,
the possibility of tenure should prompt young U-PLAC faculty to produce, particularly during the
probationary period. However, the period with the greatest incentive to produce is also associated
with a penalty for seniority. This contradiction suggests that the seniority penalty is not related to
faculty productivity.

Our estimate of total salary includes controls for faculty productivity. Hence, our results
indicate the persistence of a seniority penalty for faculty in the early stages of their careers, holding
productivity constant. However, these controls may not be complete. Consequently, we cannot
determine with a high level of certainty if the seniority penalty, with respect to total salary, is due
to the lower productivity of faculty or if it is rooted in other factors such as annual salary increases
at U-PLAC that have failed to keep pace with market trends. The results from Models 2 and 3 shed
more light on this issue.

The seniority coefficients from Model 2 (with COLA salary as the dependent variable)
suggest another U-shaped earnings-seniority profile. The linear coefficient is significant at the .05
level. While the coefficient sign for the quadratic term suggests a "U" shape, the t-value is below
conventional levels of statistical significance. Regardless, the negatively sloped portion of this
profile is consistent with the view that budget limitations on this campus have prevented COLA
adjustments of more senior staff from keeping pace with entry-level salaries. Results from estimates
of Models 1 and 2 with the natural log of total and COLA salaries as the dependent variables are
consistent with those reported in Table 2.°

Moore et al. demonstrate that the seniority penalty diminishes and loses statistical
significance when more complete controls of faculty productivity are included on the right-hand side
ofthe equation. In our estimate of COLA SALARY, we control for differences in faculty productivity
by removing accumulated merit pay from the dependent variable, or from the left-hand side of the
equation. In this way, we have removed from total salary the earnings component most closely
linked to faculty performance. The remaining salary component (COLA SALARY) measures a
faculty member's starting salary that has increased with annual cost-of-living adjustments and with
promotion pay steps. We control for the impact of promotion on base salaries by including rank.
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As a consequence, the U-shaped COLA salary-seniority profile can be attributed to differences
between cost-of-living adjustments at U-PLAC and market salaries for new faculty. This approach
illustrates how a seniority penalty may be attributed to limited budgets rather than the lower
productivity of senior staff.

The seniority profile for COLA salary is steeper and deeper than the corresponding profile
from the total salary estimate. This indicates the strength of the penalty with regard to COLA salary.
The first and second derivatives of the COLA salary estimate, with respect to years of seniority,
indicate that earnings fall until 14.6 years of service. Furthermore, the partial derivative of COLA
salary, with respect to years of seniority, indicates a relative decrease in earnings of $1,172.11 for
a representative faculty member with 5 years of service.

Results from Model 3 indicate that merit pay rises with seniority at a diminishing rate.” The
linear and squared seniority coefficients are statistically significant at the .01 level. The first and
second derivatives of merit pay, with respect to seniority, indicate that merit pay rises until reaching
a maximum at 24.5 years of service at U-PLAC.

These results, based on the pay most closely related to faculty performance, suggest that
U-PLAC faculty remain productive for a period much longer than predicted by Oster and
Hamermesh. These authors measure productivity via publication in leading journals and note that
after the peak period many professors continue to publish, but in lower quality outlets. U-PLAC
faculty are not expected to publish in leading journals, but are rewarded for ongoing research
activity. The merit-seniority profile indicates that these faculty are active for a lengthy career
period.

The empirical results obtained from Models 2 and 3 indicate that the years of rising merit
pay overlap with the years in which COLA salary decreases with additional seniority. However,
since the coefficients for the COLA profile are greater, in absolute value, than the corresponding
coefficients for merit pay, the net effect of another year of seniority is negative for faculty early in
their careers. For example, our representative faculty member with 5 years of seniority will receive
$397.50 more merit pay for another year of service (based on the partial derivative of the Total Merit
estimate, evaluated at 5 years of seniority). However, this increase is more than offset by the
decrease associated with COLA salary ($1,172.11, as reported above). The net of these two seniority
effects is -$774.61 (-$1,172.11 + $397.50). The net return to seniority calculated in this manner is
approximately equal to the seniority penalty obtained from the partial derivative of total salary,
evaluated at 5 years of service (or, -$771.32, as reported above).

This example illustrates how senior faculty can experience relatively lower total earnings,
even after rewards for ongoing productivity. Ultimately, the overall return to seniority at U-PLAC
depends on the financial ability to reward performance and years of service. If the U-PLAC budget
provided higher merit awards, or for COLA increases that matched market trends, the overall return
to seniority would likely be positive. However, our results suggest the contrary. The budget at
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U-PLAC simply has not been sufficient to reward the productivity of senior staff with an overall
positive return to seniority.

Results from Model 3 are consistent with several human capital predictions concerning the
relation between wages and seniority. For example, the diminishing slope of the merit-seniority
profile is consistent with the human capital prediction that workers make most productivity
enhancing investments early in their careers. Additionally, when we estimate Total Merit without
measures of productivity, the slope of the seniority profile is steeper. For example, the linear slope
term is 564.55 (t-value = 7.95) and the coefficient for the quadratic form of seniority is -12.11
(t-value =-7.16) without the measures of performance. With our measures of productivity included
in the estimate, the seniority profile is not as steep. Such a finding is consistent with the view that
years of seniority are a proxy for the skills and productivity acquired on-the-job (O1, 1962; Mincer,
1974). Finally, when we interact HIGH PERFORM with the seniority variables, we find that the
slope of the merit-seniority profile is an increasing function of performance, so if our representative
faculty member with five years seniority is a high performer, the slope of the merit-seniority profile
increases by an additional $310.12.® This relationship is consistent with the human capital
prediction that earnings rise more quickly for more productive employees.’

If our focus is limited to the relation between total salary and years of seniority, the U-shaped
total salary-seniority profile (from Model 1) is consistent with the view that the best senior
professors have found more rewarding employment elsewhere. Hence, the senior faculty remaining
at U-PLAC receive relatively lower pay because of their lower productivity. This explanation is
consistent with the "raiding" theories developed by Lazear (1986) and Harris and Holmstrom (1982).
However, the positively sloped merit-seniority profile (from Model 3) suggests that productive
senior faculty remain at this institution.

Why do productive senior faculty remain at U-PLAC despite the seniority penalty? High
mobility costs, the monopsony power of the university, or external openings restricted to the
assistant level may explain this phenomenon.'® Additionally, U-PLAC has an administrative policy
of annually adjusting salaries for internal inequities associated with salary compression, budget
permitting. The promise of future adjustments may provide an incentive for productive senior
faculty to remain at U-PLAC. Some studies have examined the relation between faculty
unionization and the return to seniority. For example, Hallock suggests that since the collective
bargaining agreement at University of Massachusetts, Amherst grants cost-of-living increases to
all faculty, the wage-tenure profile for faculty at that campus has an inverted "U" shape. Barbezat
(1989) also finds that faculty unionization at a campus offsets an otherwise negative return to
seniority. Our results are based on a campus with union-negotiated, across the board cost-of-living
increases, yet the total salary-seniority profile is U-shaped. This finding suggests that faculty unions
are not always successful in providing positive returns to seniority.

Other results reported in Table 2 indicate that total salaries rise, at a diminishing rate, with
additional years of experience. The linear and quadratic experience coefficients are significant at
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the .05 and .10 levels, respectively (two-tailed test). This result is consistent with Ransom who also
finds a seniority penalty in the presence of positive returns to overall experience. A positive return
to experience, coupled with a penalty for seniority is a strong incentive for senior faculty to seek
employment elsewhere. This incentive may be offset by the factors mentioned above (mobility
costs, university monopsony power, etc.). The experience coefficients from Model 2 also suggest
a COLA salary-experience profile that rises at a diminishing rate, yet the t-values for these
coefficients fail to achieve conventional level of statistical significance. We omit years of
experience from the estimate of total merit pay because the accumulation of this salary component
depends on the faculty member's performance at U-PLAC.

Results for the rank variables from Models 1 and 2 indicate that associate, full, and
distinguished professors all earn significantly higher total and COLA salaries than assistants. Results
from Model 3 indicate similar results for full and distinguished professors; however, associates do
not have significantly different merit accumulations than assistant professors. These dummy
variables capture, in part, the pay steps associated with promotion at this institution ($1,500 for
promotion to associate and $2,000 for promotion to full). However, the estimated impact of rank,
from Models 1 and 2, exceeds the University's promotion pay increases. In their examination of the
wage policy of a firm, Baker, Gibbs and Holmstrom (1994) also find a similar pattern of estimated
values associated with a promotion exceeding the pay steps of the promotion. They attribute this
finding to the higher productivity of those promoted. Our results are consistent with this
explanation and suggest that the rank variables not only capture the pay steps associated with
promotion, but also capture productivity differences. Ph.D.s earn significantly more total salary (at
the .10 level) and more merit pay (at the .05 level, two-tailed tests). The low t-values for the RACE
and SEX coefficients from any specification suggest the absence of racial and gender earnings
differences at U-PLAC.

Results reported in Table 2 also indicate that total salary is significantly related (at the .06
level) to external, entry-level, field-specific salaries. However, the coefficient for CUPA SAL
suggests that a one dollar increase in entry-level, field-specific salary is associated with an increase
of U-PLAC salaries of only $.28. This coefficient's low value suggests that internal salaries at
U-PLAC are shielded from external, market salaries which compounds the salary compression
problem. The coefficient and t-value for CUPA SAL are lower in the estimate of COLA SALARY
suggesting a weaker relation between this salary component and external salaries. This provides
further evidence of the disparity between cost-of-living adjustments at U-PLAC and market trends.
The level of merit pay, which depends on established increments, is not statistically related to
external salaries.

We also estimated the models by replacing CUPA SAL with department dummy variables.
Results for total and COLA salaries indicate that while faculty in some departments earn more (or
less), relative to the reference department (economics), none of these differences are statistically
different at the .05 level. With respect to merit pay, faculty in some departments earn more than
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faculty in the reference category. For example, faculty in the geography and geology departments
have more accumulated merit pay than economists, holding all else constant. These statistically
significant differences in merit pay by department are likely due to concentrations of more
productive faculty in select areas.

The coefficient for CHAIR is only statistically significant (.06 level) in the estimate of
accumulated merit. This suggests higher performance for faculty holding this position. Finally,
high-performing faculty have significantly higher total salaries and merit pay (.01 level). The values
of the coefficients from either model are larger than the average merit increase awarded to these
faculty. The average merit increase for top performers was $676 (with a standard deviation of $362)
based on the previous year's faculty evaluation, so HIGH PERFORM captures some of the history
of past faculty performance.

CONCLUSION

The determinants of the return to faculty seniority are many and varied. Others have
examined the effects of faculty mobility, productivity, tenure, and unionization. Our data allow us
to examine the consequences of chronically low university budgets. For the institution we examine,
this fiscal setting has resulted in annual COLA adjustments that have failed to keep pace with market
rates for new Ph.D.s. The consequence has been a seniority penalty even among faculty for whom
performance pay rises with years of service. Given the recent reductions in state budgets, the level
of funding for state universities may play a larger role in determining the return to faculty seniority
in the future.

Our findings imply that future research should address the fiscal condition of an institution
when estimating the return to faculty seniority. This could involve collecting longitudinal data for
an individual institution and its faculty. Or, national data sets can be expanded to include measures
of'the fiscal status of the institutions included in the cross section. Either of these approaches would
allow for a direct test of the impact of university budget conditions on the return to faculty seniority.

ENDNOTES

See Brown (1989) and Toppel (1991) for examples. An exception to these empirical findings is Baker, Gibbs
and Holmstrom (1994) who find that for the firm they examine, earnings are partially shielded from the external
market and real wages often fall with seniority. This effect increases with the time to promotion.

In our empirical results we employ controls for rank to further adjust cost-of-living starting salaries for
promotion pay steps. This issue is described in further detail below.

Our data do not allow us to completely remove the effect of performance from COLA salary because one year's
merit is included in the next year's base salary which will be adjusted by future cost-of-living increases. The
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following example illustrates the extent to which we are able to remove the earnings effect of productivity from
faculty salary. Consider a faculty member who has completed two years of service. At the end of each year
this faculty member received a 3 percent cost-of-living adjustment plus $500 in merit pay. Because the first
years' merit ($500) becomes part of the base salary which is adjusted for the cost-of-living in the second year
(3 percent times $500=$15), the accumulated earnings effect of this faculty member's meritis $1,015. Because
of how merit increases are recorded at U-PLAC, we are unable to remove that amount of the merit increase that
is affected by the cost-of-living adjustment. Consequently, recorded merit for this faculty member is $1,000,
or $15 less than the accumulated effect of merit. Since cost-of-living adjustments at U-PLAC have historically
been quite low, averaging 3.1 percent annually for the previous 10 years, errors originating from this source
should also be low.

4 This is precisely the effect that is measured by HIGH PERFORM. For example, the coefficient for HIGH
PERFORM from Model 1, from Table 2 indicates that those who received merit pay in the previous year had
total salaries that were $2,043.36 higher than other faculty (see the coefficient for HIGH PERFORM). On the
other hand, the average merit award received in 1998 was $676 (standard deviation of $362).

Oster and Hamermesh track faculty performance based on the citation index of the Journal of Economic
Literature and assume a 2-year lag between the submission of a paper and its publication date. Consequently,
peak performance, occurring at 9 to 10 years, corresponds to activity peaking at 7 to 8 years of experience.
These dates overlap with tenure decisions at most universities.

Both of these semi-log estimates suggest U-shaped seniority profiles with respect to total and COLA salaries.
For example, the coefficients and t-values for the seniority variables for total salary are -0.038 (t-value =-2.66)
for the linear term and 0.002 (t-value = 2.49) for the square of seniority. The coefficients and t-values for the
seniority variables for COLA salary are -0.040 (t-value = -2.50) for the linear term and 0.001 (t-value = 1.49)
for the square of seniority.

These results are based on a sample of faculty who have at least one or more years of service at U-PLAC.
These 207 faculty have all experienced at least one year of performance review. We also estimated total merit
with the complete sample of 225 faculty. Results from this sample are consistent with those reported in Table
2. For example the linear and quadratic seniority coefficients are 441.34 (t-value = 7.79) and -8.91 (t-value =
-6.42), respectively.

§ The partial derivative of the estimate with the interaction of the seniority variables and HIGH PERFORM is
(t-values for the corresponding regression coefficients in parentheses):

d TOTAL MERIT / d SENIORITY = 400.75 - 16.24 SENIORITY +
(5.83) (-4.87)
393.62 HIGH PREFORM - 16.70 HIGH PERFORM*SENIORITY.
(3.22) (-2.60)

Evaluating the partial derivative at 5 years of seniority and for HIGH PERFORM = 0, indicates that the merit
slope of the profile is $319.55. When this partial derivative is evaluated at 5 years of seniority and HIGH
PERFORM = 1, the slope increases to $629.67, an increase in the slope of $310.12.
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We also interacted our other measure of performance, CHAIR, with the seniority coefficients. None of the
coefficients from the interaction of CHAIR with SENIORITY and SENIORITY? achieved conventional levels
of statistical significance.

Ransom argues that high mobility costs and the geographic isolation of campuses are the source of a university's

monopsony power. U-PLAC may have considerable monopsony power since the nearest institution is over 50
miles away.
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ACADEMIC MODEL OR CORPORATE MODEL:
IS TENURE STILL VIABLE?

Sarah T. Pitts, Christian Brothers University
Rob H. Kamery, Christian Brothers University

ABSTRACT

Tenure has come under attack because in the age of corporate downsizing, corporate
leaders, legislatures, and some board of trustee members have questioned why colleges and
universities should not also be made "leaner and meaner" (DeGeorge, 1997). In order to address
the issue of whether an institution of higher learning should operate as corporations do, we
investigate the role academia takes is compared to the role a corporation takes in society. Tenure
and its purposes must also be defined, including arguments for and against this long-standing
tradition, and, weighing both sides equally, finally conclude what course of action should be taken
to remedy the problems facing tenure.

INTRODUCTION

Comparing the corporate and academic cultures is like comparing apples and oranges. Their
motives are strikingly different, as are their organizational structures, specializations, decision
making processes, and hierarchies of power. Each could learn valuable lessons from the other, such
as the presence of shared governance in higher education as a decision-making tool. Corporations
would benefit greatly in the area of labor relations if similar policies were adopted. Colleges and
universities could provide a great service to their consumers, that is students, if, like corporations,
they would place greater value on the student's needs and not their own sense of what is necessary
for a proper education.

Tenure is defined many ways, but for the purposes of this research, it will be defined as
relating to faculty at colleges and universities, and as the American Association of University
Professors (AAUP) defines it: "After the expiration of a probationary period, teachers or
investigators should have permanent or continuous employment, and their service should be
terminated only for adequate cause, except in case of retirement for age, or under extraordinary
circumstances, such as financial exigencies" (DeGeorge, 1997).

According to Richardson (1999), tenured and tenure track faculty constitute only 35 percent
of all of those who teach at institutions of higher learning. Marcus (2000) reports on the continuing
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decline of academic tenure in the U.S. This is good news for critics of tenure, because not too many
decades ago, almost all faculty were tenured or on the tenure track (Richardson, 1999). There are
many critics of tenure, but few distinct criticisms. Most fall under the economic umbrella, citing
decreases in productivity and motivational problems with post tenure professors.

This research attempts to strike a balance between opposing sides of the tenure debate. In
a free market economy, such as exists in the U.S., the organizational model of the academic
institution can thrive and continue to grow. It is necessary for attitudes to change; for example, the
acceptance of the institution that chooses not to offer tenure, or combine it with part time faculty
and/or multi-year contracts. Institutions of higher learning should be able to adjust to the changing
economic environment effectively, without dismantling the long standing traditions put in place
decades and centuries ago. Tenure is an economically sound policy for colleges and universities,
but should not be so sacred that it cannot be reformed. Sowell (2003) notes in a recent article that
the time has come to rethink academic tenure.

COMPARING THE ACADEMY AND THE CORPORATION

Colleges and universities should not be compared to businesses, and the education of
students should not be compared to products produced by factories. Businesses usually benefit from
downsizing, whereas a college or university may not become more efficiently valuable. In fact, the
opposite is more likely to occur. Also, collegiality is highly valued in the academy (Cawyer,
Sanders & Schrodt, 2003). Corporations are managed hierarchically, whereas colleges or
universities are not. CEOs may make decisions with or without board approval, but administrators
share decisions with faculty members. Finally, business is subject to changing trends, whereas most
colleges and universities will not find themselves with faculty expertise that is outdated (DeGeorge,
1997). Morrell (1994) states that the private sector employee can expect five to six promotions and
the possibility of profit sharing. Faculty members can expect no more than three promotions, with
no possibility of profit sharing. Because many members of the board of trustees are from the
business world, faculty members may be seen not as partners in the academic enterprise, but as mere
employees (Perley, 1998).

MODELS

DeGeorge (1997) sets up five models of a university. The traditional model goes back to the
13th century and the University of Paris. This university operated autonomously and was
faculty-run. Students would learn from the master, and the university was not subject to local
authorities. The second model is student run. The main purpose of the university was to prepare
students for jobs. Students hired faculty specializing in law or medicine, for example, to teach them
what they needed to know in order to thrive in that profession. The third model is similar to what
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existed in the former Soviet Union. Faculty could only teach the state's ideology, and students were
prepared for specific jobs. The fourth model is an entrepreneurial one. Its goal is to make a profit.
Someone starts a college or university, hires faculty and staff, and pays them to teach the students.
Courses are determined by the greatest demand. The fifth and final model is the state college or
university, and is a mixture of the previous models. It has some autonomy, even though it is
supported by tax dollars (the state) and students, by way of tuition. The faculty decide what should
be taught and how it should be presented (DeGeorge, 1997).

McPherson (1983) contrasts academic institutions and corporations using tenure, structural
aspects, knowledge capital, training patterns, job security, and motivation. Academic tenure differs
from the job protection seniority provides to production workers. A striking contrast between
academic institutions and corporations is the nature of the job guarantee. In a college or university,
there are a number of high-level employees who do not expect to stay. Tenured faculty are not only
assured continuous employment, but continuous employment in a highly specific and well-defined
area, such as 18th century French literature (McPherson, 1983). Even tenure for college presidents
is being discussed (Martin, 2002). McPherson (1983) contends that tenure has some desirable
efficiency properties that are often overlooked.

Barring malfeasance or economic hardship, corporate employees, following a brief
probationary period, usually will retain continuous employment. They are not, however, guaranteed
a specific assignment; instead they face a variety of career paths. University employees do not
receive an immediate employment guarantee, but face an extended probationary period. When they
are guaranteed employment, it is for a specific set of tasks with well-defined prerequisites.

ACADEMIC EMPLOYMENT

In academic employment there is very little internal job mobility. It is well understood that
people who are hired as faculty either stay on as faculty or are dismissed. Very few former faculty
members move on to administration, and non faculty members are rarely promoted to faculty. When
aworker is inflexibly attached to a particular job, McPherson (1983) states that mismatches between
wage and productivity can only be avoided by (a) adjusting wages to match individual productivity,
(b) accepting the costs of higher turnover by dismissing low productivity employees, or (c)
introducing more intensive and costly initial screening. Alternative (c) has been the chosen method
for academic employers. It is more intense than the process corporations undertake (McPherson,
1983). Corporate employers have the ability to make marginal adjustments in job assignments,
which increases productivity in the labor force. In the university, monitoring performance is of little
value. One way to increase productivity is to use information about tenured faculty to increase or
decrease wage rates and serve as moral suasion (McPherson, 1983).

The major structural contrast between academic institutions and corporations is the fact that
professors are hired to do narrowly defined and rigidly specified jobs in the college or university.
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Another important difference is between the knowledge capital that workers require to do their jobs.
In a university, the knowledge is specific to the occupation and not to the university. In the
corporation, firm-specific knowledge, such as codes, practices, and procedures is the norm
(McPherson, 1983).

Training patterns differ between university and corporate work. According to McPherson
(1983), academic employment is for a specific academic discipline, and is an example of an extreme
case of "non appropriation" of worker training. The university hires its faculty already trained, at
someone else's expense. A faculty member's duties remain constant, and hopefully improve with
time. The corporation hires generalists, who are put through initial firm specific training and future
periodic training in firm-related skills.

The form of agreement of job security differs in academic institutions and corporations. The
university has little authority to reassign faculty to different work. The faculty member has the
authority to determine his/her job description. This is what attracts many people to academic
employment: the freedom to read, think, talk, and write about things that they find interesting and
rewarding. In the corporation, the firm maintains authority to determine the career path of the
employee, not only at the beginning, but also throughout his/her employment. The benefit to the
employee is job security.

The tenure decision from the university comes from specific individuals within the institution
(Cawyer, Sanders & Schrodt, 2003). In the corporation, decisions are made in a hierarchical
manner, with high level decision makers determining the course of those lower. Deans and
presidents have input in the tenure decision, but most of the decision-making is left up to those in
the same discipline as the candidate, who already has tenure. This is peer review. This process is
closely linked to the high level of specialization in academic employment. Peer review is also cost
effective, because peers can be familiar with more than just a colleague's published work
(McPherson, 1983).

One similarity corporations and universities possess is the avoidance of instituting wide
merit-based pay differentials for different workers doing similar jobs. Corporations do use
promotions and job reassignments as tools of motivation. Monitoring senior faculty members'
performance levels is difficult, expensive, and may have a negative effect on morale.

Trust is an important issue when dealing with post tenure monitoring. Ensuring continued
performance in faculty is challenging. One crucial point is to select beforehand faculty who possess
internal motivation, or are influenced by moral suasion or peer pressure to perform. Another
important motivation is the tendency for tenured faculty to desire a higher position at another
university (McPherson, 1983). All of these techniques or a combination of a few are effective
methods of maintaining a high quality faculty. There are many differences in how corporations and
universities operate. This is just one aspect of the tenure debate.
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THE BENEFITS OF TENURE

Varma (2001) states that the merits of the tenure system have an influence on academic
freedom. The majority of tenure's proponents argue that tenure is necessary to protect academic
freedom. DeGeorge (1997;2001) takes this idea one step further by stating that in order to maintain
impartiality, objectivity, and lack of pressure, faculty must be able to maintain academic freedom.
Tenure protects the faculty from the repercussions of criticisms of policies and administrative
decisions (Perley, 1998). Critics claim that academic freedom can be protected separate from tenure
by the First Amendment. Perley (1998) argues that professors may not have the resources or the
support from their board of trustees to pursue questions about the limits of their speech. The First
Amendment does not protect free speech at private universities, and is limited to matters of "public
concern" at state institutions (DeGeorge, 1997). "Academic freedom involves the freedom to pursue
one's research independent of outside political powers and pressure. Academic freedom loses its
central meaning in a society in which the external powers that control the university decide what is
true and what is not, and so what may be taught or published, and what may not be" (DeGeorge,
1997).

Another argument used to support tenure is the idea that given the time and study necessary
for professors to attain their position, they trade job security for low salaries (Formby & Hoover,
2002). DeGeorge (1997) argues that faculty salaries were low before academic tenure came on the
scene, and if faculty salaries were commensurate with the amount of study required to hold such a
position, tenure would not be justified.

Tenure is beneficial to academic institutions because it keeps faculty salaries down
(DeGeorge, 1997; Morrell, 1994). According to Morrell (1994), colleges and universities monitor
their expenditure levels through the Higher Education Price Index (HEPI), which measures the
average relative level in the prices of goods and services purchased at academic institutions. Faculty
salaries constitute less than one third of the total operating expenditures (excluding financial aid).
To reflect the permanent nature of the positions, the laws of economics dictate that salary levels for
long term, continuing faculty members continue to be relatively low (Morrell, 1994).

Tenure gives a college or university the competitive edge necessary to obtain the best and
brightest graduate students. Elimination of tenure might make the teaching profession less attractive
to new graduates, and could cause institutional instability because of increased mobility (Cotter,
1996; Morrell, 1994). Tenure cuts costs to an institution by eliminating high rates of turnover and
costs of recruiting (DeGeorge, 1997). Cotter (1996) states that tenure actually allows the faculty
member to become more productive and contribute more to the academic quality of the institution.
McPherson (1983) states that studies show a mutual benefit between workers and firms when long
term, stable employment relations are sustained. Tenure protects against special problems that arise
with highly specialized employees. Tenure has efficiency properties as well. The productivity of
an organization depends on the character of the work environment. Dnes and Seaton (2001) tested
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the hypothesis that reforming tenure may reduce the performance of faculties in universities.
Turnover is costly because of training costs and accumulation of information. Mobility is expensive
for faculty due to the search and relocation costs. McPherson (1983) also investigates wage and
promotion structure and how it helps to secure the relationship between the worker and the firm.
The firm invests in the worker, both by training and by accumulation of information about his/her
strengths and weaknesses. The worker accepts a low initial wage, which only makes sense if he/she
is willing to stay long term. This type of arrangement will be self enforcing because the worker and
firm have a mutual interest in placing the worker where he/she will be most productive, and at a
wage that the employer will be willing to maintain (McPherson, 1983).

Cotter (1996) states that faculty are the continuing heart of a college or university. Regular
turnover occurs with students, trustees, presidents, and staff, but tenured faculties make a lifetime
commitment. It is beneficial to academic institutions to provide a stable environment in which
creativity can be liberated and faculty will sustain their dedication to their life's work. Faculty has
avested interest in an institution's values and quality. Cotter (1996) continues to make the point that
faculty members are depended on to volunteer for advising, mentoring, and committee service, and
most of that work is done by tenured faculty.

The academic institution must ensure that it tenures quality faculty. This is a problem unique
to the academic marketplace. The probationary period is a viable solution to this problem. There
are four distinct ways to express the value of the probationary period:

1. Performance monitoring--teaching and scholarship are hard to measure, and quite costly. It is possible to
adequately monitor these activities over a long period of time at a lower resource cost.

2. Self selection--the danger in this is the vulnerability of the employer to believe misrepresentations of the
candidate. This is remedied by the probationary period and the reasonably likely chance of dismissal. The
longer the probation period, the better chance of screening out any unsatisfactory candidates.

3. Time to tenure as an economic variable. The university can use variations in the length of the probation
period to vary the value of its employment as market conditions change.

4. The focusing of monitoring resources--limiting the probationary period to a reasonable amount of time
ensures that the candidate is evaluated carefully, and it cuts back on the tendency to postpone firing anyone,
which is an inefficient use of time and resources (McPherson, 1983).

CRITICISMS OF TENURE

Conflict surrounding tenure is both theoretically and practically important (Anderson &
Hearn, 2002). After the probationary period and tenure appointment, post tenure review becomes
an issue (Plater, 2001). Critics of tenure claim that faculty members may reduce their efforts once
they obtain the lifetime security of tenure. In response to these critics, Cotter (1996) states that
evaluations do not end with tenure. Student evaluations rate faculty's effectiveness at the end of
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every course. Some institutions maintain a merit salary system, in which a faculty member's work
is reviewed periodically. Its incentive is monetary and can add thousands of dollars to lifetime
earnings. Additionally, faculty can be dismissed with adequate cause. This system, properly in
place, will motivate tenured professors to remain productive (Cotter, 1996). DeGeorge (1997) states
that as faculty members age, they usually grow in wisdom and experience, which is invaluable to
the students and the institution.

Other criticisms include the possibility that junior faculty are facing less opportunity for
full-time employment when tenure is in place. This is true, but tenure is not the cause; instead it is
because retired tenured faculty are being replaced by part time and adjunct faculty (Perley, 1998).
Critics of tenure also claim that it hinders an institution from making curricular changes that are
responsive to student demands and changes in society. In fact, most faculty members regularly
update their own material and may even introduce new courses. There is significant turnover,
resulting from retirements, resignations, denials of tenure, and denied contract renewal for colleges
and universities to make new appointments (Cotter, 1996).

There are many non economic criticisms of tenure including the deadwood argument, the
six year conformity argument, the post modernist argument, and the politicization attack argument
(DeGeorge, 1997). DeGeorge answers these critics by explaining that if a faculty member fails to
perform his/her duties, he/she can be dismissed. Poor performance does not necessarily reflect on
tenure itself, but on the individual. The six year conformity argument states that the candidate will
conform for a short period of time in order to achieve tenure and then change. This is an abuse of
the tenure system, not a result of the tenure system.

As far as there being no absolutes, this is a matter of opinion. DeGeorge (1997) believes that
there are still absolute truths and knowledge to be pursued. The post modernist argument does
nothing but damage the discipline involved in this belief. Politicization is a problem, and if it does
exist, it should be remedied, but again this does not reflect on tenure, but on the institution
(DeGeorge, 1997).

If the tenure system were abolished, unions and collective bargaining would replace tenure
(Mortimer, Bagshaw & Masland, 1985). The collective bargaining process cannot protect society's
interests or academic freedom. It could also polarize viewpoints, rigidify tactical positions, delay
resolutions of dispute, politicize faculty and students, and induce resentment, slowdowns, and
boycotts in an effort to influence negotiations (Mortimer, Bagshaw & Masland, 1985). There are
many critics who would like to see tenure abolished. The effects of this action are unknown. It is
safe to state that an institution that has been in place as many years such as tenure must have some
value.

Criticisms of tenure stem from a variety of academic scandals, such as grade inflation, the
over use of teaching assistants to perform a large percentage of the instruction, and the faculty
member's failure to pay adequate attention to their students by not keeping posted office hours, etc.
The tenure system came under attack after World War II, and has been blamed for some of the

Academy of Educational Leadership Journal, Volume 9, Number 1, 2005



74

uprisings on college campuses in the 1960s. The attack on tenure has taken several forms: direct,
such as legislation to abolish tenure, and indirect, which comes from internal and external sources
(DeGeorge, 1997). Internal criticisms include junior faculty's disdain for tenure, administration's
frustration with slow change stemming from shared governance, and presidents who doubt their
ability to lead when tenure allows professors to strive to fulfill personal goals and not work toward
institutional goals (Trower, 1999). Many external attacks on tenure are economic. The most
frequent is the deadwood argument. It claims that pre tenure professors work hard until they become
tenured, after which they become lazy--teaching, but not doing research, or being published, but
spending little time and exerting little energy with students (DeGeorge, 1997).

The next charge is inefficiency. Comparing an educational institution with a corporation,
critics claim that colleges and universities are saddled with too many tenured professors in the
wrong area, and because of tenure they cannot downsize that area. Critics also claim that colleges
and universities have no incentive to be productive because they do not face any real competition
and are usually not for profit (DeGeorge, 1997). Critics often question the cost effectiveness of
tenure. Tenure holds inherent value. This is proven in the exercise of thinking of two identical jobs,
only one of which has a lifetime guarantee. Which one is more likely to be chosen? The one with
the lifetime guarantee. Iflifetime employment were cost effective, why is it not more widespread?
In reality, lifetime appointments reduce flexibility, and a profitable business must have the ability
to eliminate unneeded resources. Tenure prevents efficient resource allocation. Though it is
commonly believed that tenure keeps costs down, in reality, overall labor costs may increase
because additional faculty may need to be hired to fill needs in popular disciplines (DeGeorge,
1997).

Mortimer, Bagshaw and Masland (1985) found that a high tenure ratio is one indicator of
potential danger in faculty personnel systems. If an institution has a high tenure ratio, it will have
more difficulty in opening and closing academic programs, freeing resources t