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ABSTRACT. Business schools often
attain accreditation to demonstrate program
efficacy. J. A. Marts, J. D. Baker, and J.

M. Garris (1988) hypothesized that can-
didates from Association to Advance Col-
legiate Schools of Business International
(AACSB)-accredited accounting programs
perform better on the CPA exam than do
candidates from non-AACSB-accredited
programs. However, relatively few business
schools (only 168 at the time of the present
study) had separate accounting accredita-
tion. The authors compared CPA exam
performance of candidates from AACSB-
accredited business-only programs with that
of candidates from nonaccredited programs.
The authors also compared candidate per-
formance from programs accredited by

2 alternative business-school-accrediting
organizations with nonaccredited programs.
Last, the authors explored whether the 1994
CPA exam’s change in format represents a

regime change in pass-rate data.
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Assessment as an evaluation of the
efficacy of education is a reality.
Many colleges of business administra-
tion seek accreditation from indepen-
dent third parties to demonstrate to their
stakeholders that they are delivering
quality education to their students. The
premiere business-school-accrediting
organization is The Association to
Advance Collegiate Schools of Business
International (AACSB), which began
setting standards for business adminis-
tration in 1919.

In 1980, AACSB added a separate
accreditation for accounting. Accord-
ing to AACSB, accounting accreditation
was established to promote the devel-
opment of accounting education pro-
grams that produce high-quality grad-
uates (AACSB, 2007). The standards
also make it clear that a high-quality
program is one that prepares students
to serve those needs of society that
are met by the discipline and profes-
sion of accounting (Standard 37) and
that placement and later career success
are key indications of the quality of
accounting graduates (Standard 33).

Marts, Baker, and Garris (1988) con-
ducted one of the first studies to use a
postcurriculum assessment of the effi-
cacy of AACSB-accredited accounting
programs. Marts et al. hypothesized that
candidates from AACSB accounting-
accredited programs would perform better
on the certified public accountant (CPA)

exam than would candidates from non-
AACSB-accredited programs and from
AACSB-accredited programs with busi-
ness accreditation only. Using the results
from the 1985 and 1986 CPA exams,
they found that graduates from AACSB
accounting-accredited programs did per-
form significantly better on the CPA exam
than did graduates from schools that were
not AACSB-accredited. However, in
the second part of their study, Marts et
al. found that graduates from AACSB
accounting-accredited programs did not
perform significantly better on the CPA
exam than did graduates from AACSB
schools with business-only accreditation.
Marts et al. did not compare the perfor-
mance of candidates from AACSB busi-
ness-accreditation-only programs with
that of candidates from non-AACSB-
accredited programs.

The purpose of the present study was
to repeat the Marts et al. (1988) study
20 years later but to extend it by using
more data and a more robust methodol-
ogy. In addition to making the compari-
sons made by the original researchers
(AACSB accounting vs. non-AACSB
and AACSB accounting vs. AACSB
business-only), in this study we com-
pared the performance of candidates
from AACSB business-accreditation-
only programs with that of candidates
from non-AACSB-accredited pro-
grams. This is an important comparison
because only 168 (as of this writing)
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AACSB schools have separate account-
ing accreditation. This study also
extends Marts et al.’s study by compar-
ing the CPA exam results of AACSB
accounting-accredited candidates with
those of candidates from schools that
have business school accreditation from
the Association of Collegiate Business
Schools and Programs (ACBSP) and the
International Assembly for Collegiate
Business Education (IACBE). Last, at
the time of Marts et al.’s study, only 2
years of CPA exam results were avail-
able. In the present study, we examined
results over an 18-year period.

Background and Literature
Review

Much has changed in the 20 years
since Marts et al.’s (1988) study: State
occupational licensing rules have
become more restrictive, leading to
the wide implementation of the 150-
hr requirement; the CPA exam format
has changed; computational power and
techniques have improved.

CPA Exam Entrance Requirements

The regulatory environment deter-
mines the educational and personal
attributes that candidates must possess
and the exam restrictions that they face
when taking the CPA exam (Muzondo
& Pazderka, 1980). Over the last 35
years, the CPA entrance requirements
have become more restrictive as juris-
dictions have increased the minimum
required education. For this study, regu-
latory restrictions include the comple-
tion of the 150-hr requirement and the
completion of an accounting concentra-
tion, both of which have been shown
to increase candidate success (Jackson,
2006).

By 2003, 41 states required addi-
tional education beyond the baccalaure-
ate degree for CPA licensure. Of those
41 states, 34 required, at a minimum, a
baccalaureate degree and some combi-
nation of 30 credit hr beyond the bac-
calaureate degree for eligibility to take
the CPA exam. To meet the postbac-
calaureate education requirement, many
colleges and universities began offer-
ing a degree of master of accounting
(MAcc) for those wishing to become
CPAs. Boone and Coe (2002) showed a

reduction in the number of accounting
baccalaureate degrees and an increase
in MAcc degrees conferred in states
implementing the 150-hr requirement.
An alternative approach to the MAcc
is completing the additional required
credit hours in the form of either a
secondary degree (e.g., MBA) or extra
baccalaureate-level credit hours.

The data presented by the National
Association of State Boards of Accoun-
tancy (NASBA; 1986—-1996, 1997-2004)
suggest that the success of first-time test
takers increases in states adopting the
30-hr postbaccalaureate requirement.
Jackson (2006) showed that the newly
required postbaccalaureate education
has significantly improved applicants’
performance on the CPA exam. As an
assessment of accreditation, the present
study extended Jackson’s results by test-
ing whether accredited programs better
prepare candidates for the rigors of the
CPA exam than do nonaccredited pro-
grams.

CPA Exam Format

Before 1994, the CPA exam was
administered semiannually over a
2.5-day period and consisted of four
parts—practice, auditing, business law,
and theory. After 1993, the exam was
reformatted and administered semian-
nually over a 2-day period, and although
there were still only four parts—titled
Accounting and Reporting (ARE),
Auditing (AUDIT), Business Law and
Professional Responsibilities (LPR),
and Financial Accounting and Reporting
(FARE)—there was some minor content
shuffling. In addition, the 1994 change
in format assigned 5% of the scores of
three parts of the exam to writing skills
(May & Menelaides, 1993).

METHOD

Previous studies commonly analyzed
a candidate’s human capital attributes
and exam performance by using the
individual’s exam score as the depen-
dent variable. Matching data from pre-
exam questionnaires to the candidates’
exam scores, studies found the follow-
ing factors to be relevant in determining
CPA exam success rates. Sanders (1972)
reported that completing a baccalaure-
ate degree improves candidate success.

However, graduate school attendance
provides mixed results: Reilly and Stet-
tler (1972) found no significantly posi-
tive contribution to success, whereas
others (Sanders; Titard & Russell, 1989)
did. Similarly, whereas Reilly and Stet-
tler and Leathers and Sullivan (1978)
found that an accounting degree did
not significantly contribute to candi-
date success, Dunn and Hall (1984) and
Jackson (2006) found the opposite.

Most of these studies used linear prob-
ability models (LPMs) for estimation.
In these models, the dependent vari-
able is a percentage that the researcher
regressed on the independent variables
by using ordinary least squares. These
models allow for predictions outside the
range (0, 1), yet a success rate cannot be
less than zero or greater than 100%. To
overcome the prediction problems asso-
ciated with using LPM, in this study we
used a logit estimation technique that
limits the prediction of success rates to
the range (0, 1; Maddala, 1983).

Data Description

Each observation in the data set rep-
resents the performance of the group of
first-time CPA exam candidates taking
the semiannual uniform CPA exami-
nation from each of the schools with
at least 5 candidates taking the exam.
NASBA (1986-1996, 1997-2004) does
not report groups of less than 5 candi-
dates, to preserve the anonymity of the
individuals in the group. The individual
first-time CPA candidates do not reap-
pear in the observation for a particular
school. It is possible for a candidate to
appear for a second time in the school’s
pool of first-time candidates if that stu-
dent moved from one state to another.

The dependent variable in the model
is the first-time-candidate pass rate. The
pass rate is the number of first-time
candidates who are listed as passing all
parts of the CPA exam divided by the
total number of first-time candidates
taking the exam at that time. Five states
do not require first-time candidates to
take all four parts of the uniform CPA
exam on their first sitting. A candidate
in those states who takes fewer than
four parts of the exam and passes all
of the taken parts is listed as pass-
ing all parts taken. The independent
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variables represent the accreditation
credentials of individual schools, edu-
cational attainment by the candidates,
and the regulatory environment faced
by the first-time candidates.

The accreditation variable measures
the presence or absence of credential-
ing by one of the three business school
accreditation organizations. Because
this study assumes that candidates are
subject to the regulatory environment of
their school’s state, that state’s regula-
tions determine minimum education-
al attributes. These attributes include
the presence or absence of the 150-hr
requirement and the presence or absence
of an accounting major at the institution.
We included the completion of a gradu-
ate degree program, although it was not
required for taking the CPA exam, to
account for individual human capital
beyond the minimum requirements.

Data Sources

The data for first-time pass rates and
graduate degree program completion
are available from the annual editions
of the CPA Candidate Performance on
the Uniform CPA Examination pub-
lished by the National Association of
State Boards of Accountancy (1986-
2004). Only 2 years of pass rate data
had been published at the time of
Marts et al.’s (1988) study. The pres-
ent study uses data for examinations
from May 1985 through November
2003. These include all published
data on the semiannual administra-
tion of the CPA exam during that
period. State-specific requirements
for admission to the CPA exam were
determined by reviewing the Digest
of State Accountancy Laws and State
Board Regulations (American Insti-
tute of Certified Public Accountants,
1983, 1985, 1987/1988), reading state
accountancy laws and regulations,
reviewing the respective jurisdiction’s
Web page for CPA examination can-
didates, and consulting with Board
of Accountancy representatives of the
respective jurisdictions, as necessary.

Table 1 presents the summary data
that we used in this research. Accredi-
tation credentials may vary over time.
Other requirements for admission to the
CPA exam vary by state and over time.
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TABLE 1. Descriptive Statistics

Variable M SD  Min Max
Number of first-time sitters passing all parts taken 3.807 6915 0 169
Number of first-time sitters 21.363 24710 5 360
Business program AACSB accredited 0.496 0.500 O 1
Accounting program AACSB accredited 0.216 0412 0 1
Business program IACBE accredited 0.001 0.024 0 1
Business program ACBSP accredited 0.025 0.157 0 1
150 credit hours required 0.143 0350 O 1
Accounting concentration required 0.916 0277 0 1
Graduate degree completed 0.182 038 0 1
New CPA exam format (1994) 0.496 0.500 O 1
No. of AACSB business programs 319
No. of AACSB accounting programs 151
No. of IACBE business programs 4
No. of ACBSP business programs 43

Note. There are 27,627 observations for all variables. AACSB = Association to Advance Col-
legiate Schools of Business International; ACBSP = Association of Collegiate Business Schools
and Programs; IACBE = International Assembly for Collegiate Business Education.

Procedure

The impact of accreditation on the
pass rates of first-time takers of the uni-
form CPA examination is estimated by
using the logit model

log ! = f(aAccreditation, +X,B+e, )
1_F it it it

it

is the log of the odds

P
where log—=
1-P

ratio of the pass rate P,, of the group
of first-time candidates on the uniform
CPA exam from school i on exam date
t; Accreditationit is the presence of an
accreditation credential at school i on
exam date £; X, is explanatory variables
including the presence of regulatory
conditions, in state  on exam date ¢; and
g, is the regression error. Each school in
the sample was assigned an indicator
or dummy variable to capture unidenti-
fied variables that reflect differences in
schools other than accreditation. The
school variables are included in X,. An
indicator variable was also included to
recognize the impact of changing the
examination format beginning in 1994.

In the model, a positive coefficient on
the accreditation variable (o) indicates
that the first-time pass rate increases
for accredited programs. No previous
empirical studies over time have shown
the degree to which higher CPA exam
pass rates are associated with business
school accreditation. The model also

includes an explanatory variable to
reflect the reduction in pass rates that
accompanied the change in the CPA
exam format and increased emphasis
on writing skills. Jackson (2006) estab-
lished the necessity for such a variable.

RESULTS

The grouped logit odds-ratio estima-
tion provides a weighted least squares
estimation of the logit odds-ratio func-
tion to account for the different-size
groups that each observation represents
(Maddala, 1983). The results of the
econometric analysis, which are shown
in Table 2, correct the results to allow
for differences in individual schools.

The coefficient of accreditation (o)
after adjusting for school differences is
significant and positive, indicating that
the odds of passing all parts taken by
first-time CPA exam takers increases
at AACSB-accredited accounting pro-
grams and at ACBSP-accredited pro-
grams. The other accreditations in the
study, AACSB business school accredi-
tation and IACBE accreditation, show
coefficients that are positive but not
significantly different from zero.

The 150-hr requirement, accounting
major, and completion of a graduate
degree increased CPA exam success and
were positive and significant, as we
expected. The exam format change in
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TABLE 2. Grouped Logit Estimation Results

Variable Coefficient P

Business program AACSB accredited (o)) 0.033 273
Accounting program AACSB accredited (o.,) 0.073 .001
Business program IACBE accredited (o,) 0.171 571
Business program ACBSP accredited () 0.158 .037
150 credit hours required 0.271 .000
Accounting concentration required 0.121 .001
Graduate degree completed 0.777 .000
New CPA exam format (1994) -0.357 .000

Note. The coefficients for school indicator variables are available on request. Total observations =

20,343. F(999, 19343) = 18.48, p < .001.

1994 reduced candidate success rate.
There is significant variation in the coef-
ficient in the school indicator variables,
indicating heterogeneity among the dif-
ferent schools. The reference group is
a group of candidates from a school in
Texas that was not accredited by any of
the business accreditation organizations
during the period under study.

The present study confirmed that the
coefficients of accreditation variables
are sensitive to the presence or absence
of the 1994 format change variable. In
fact, omission of the variable results in
negative coefficients from the grouped
logit estimations, which is an unexpect-
ed outcome. Together, Jackson’s (2006)
study and the present study support the
conclusion that the 1994 exam changes
represent an important regime change.
A Lagrangian multiplier test confirms
that the data before and after the exam
change are different.

DISCUSSION

The present study makes several sig-
nificant contributions to the literature.
First, the study confirms Marts et al.’s
(1988) study by finding that AACSB
accounting program accreditation does
contribute to increased success rates of
first-time candidates on the uniform CPA
exam. However, AACSB accreditation
of the business program alone does not
increase the odds of success of first-time
CPA exam candidates over candidates
from non-AACSB school candidates.

On the issue of whether other accredi-
tations make a difference, we found that
ACBSP business program accreditation
also contributes to increased exam suc-

cess rates but that IACBE accreditation
does not increase the odds of success of
first-time CPA exam candidates. This
finding does not indicate that IACBE
accreditation is not as valuable as the
others. This finding indicates simply
that other postcurriculum assessment
tools may be necessary to show the
benefit of that accreditation.

Inclusion of the 1994 CPA exam’s
format change is a critical component
of the model because of the sensitivity
of the results to its presence. The 1994
format change represents a structural
change in the CPA exam and a change
in the resulting candidate performance.
Future researchers using CPA exam
results will need to include this variable
or use pre- or post-1994 results.

Implications

The study has implications for stu-
dents, administrators, researchers, and
practitioners. For students, increased
CPA exam pass rates are associated
with AACSB-accredited accounting
programs and ACBSP-accredited busi-
ness programs. However, students must
also be aware of the differences in the
schools’ unmeasured characteristics in
addition to their accreditation status.

For accounting administrators, the cost
of accreditation must be weighed against
the benefit of increased pass rates of the
institution’s CPA exam candidates. How-
ever, it is likely that most administra-
tors would consider accreditation costs a
small sacrifice to achieve a higher CPA
exam pass rate, which is an important
variable in models that researchers use to
rank accounting programs.

For researchers, as mentioned earlier,
the 1994 CPA exam’s format change
represents a factor that they must con-
sider in future research on CPA exam
pass rates over time periods that include
1993 and 1994. Additionally, the results
of the present study suggest that any
future research on CPA exam pass rates
that includes both the semiannual paper-
and-pencil exam format and the new
computerized exam format must con-
sider whether a structural change has
occurred in the data.

Practitioners should be interested in
the study’s results as well. It is common
to hear staff recruiters complain about
staff accountants they cannot promote
to management positions because those
accountants have not yet passed the
CPA exam. If their firms are looking
for graduates who are most likely to
be successful on the exam, then they
should recruit at AACSB accounting-
accredited schools.

NOTES
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