Discussion topics for Standards for Producer Testing

Section 5(A) of the PLMA requires that “[a] resident individual applying for an insurance producer license shall

pass a written examination,” and requires that the examination must test the knowledge of the individual in three

areas:

1) The specific lines of authority for which the application is made.

2) The entry level duties and responsibilities of an insurance producer.

3) The applicable insurance laws and regulations of the state.

Test Development and Review

From the State Licensing Handbook

A state should have a regular process for developing and reviewing licensing examinations to ensure that those examinations are properly focused on the knowledge required of an entry-level producer. Some items that should be included in the plan include:

• A regular review and assessment of producer licensing examinations.

• An annual psychometric and substantive review. These efforts should include the involvement of

department personnel, industry and recent, entry-level producers.

• A fair and valid state-based test should incorporate knowledge, skills and abilities that measure state specific and national expertise. This balance will shift depending on the subject matter. For example, lifeinsurance laws and regulations tend to be more similar among the states, while health insurance standards can vary widely.

• A survey that includes input from both regulators and the industry should be conducted at regular intervals to determine the minimum knowledge-base required of an entry-level insurance producer. The survey should also inquire about emerging issues and new products, and should become a blueprint available to the states in determining exam content. The complete survey results should be made available to interested parties.

• States should consider whether to collect demographic data, and, if collected, the proper use of such data.

• A job analysis to document the requirements and work performed of an insurance producer.

Pass scores:

A “passing score,” sometimes called a “cut score,” is the minimum score one needs to achieve in order topass the exam. The “pass rate” is the percentage of candidates who actually pass the exam. The test developmentprocess will consider data from actual tests and data from reviewers rating the items and exams in evaluating the cut score.

Cut scores should be based on data collected through the test development process. Regulatory licensing exams typically target a level referred to as “minimum” competency rather than “average” competency. 

Some experts have recommended that examinations should be constructed with the following considerations in mind:

• States should not target examinations to an artificially set passing score. A state should determine whether its test is focused on assessing the knowledge needed by potential new producers, and only applicants who lack that level of knowledge should fail.

• Prior to releasing items into an exam form, the editing and review process employed is critical. This editing process should include the psychometric evaluation of the cognitive level of the items, the reading level of the items, and such editorial issues as grammar, sensitivity and style. Psychometric editing is best performed by test development professionals, not state subject matter experts or item writers. Individuals trained in the complexity of psychometric editing evaluate items in a different, critical light than subject matter experts or item writers. It is critical, however, to have all final items reviewed and approved by state and national subject-matter experts in the given field for accuracy and relevancy.

• Each examination should consist both of questions that are being evaluated by the testers, and questions that previously have been evaluated and determined to be effective. Each candidate’s score should be based only upon performance on the previously evaluated and approved questions. New questions for subsequent examinations should be selected from the pool of experimental questions with demonstrated satisfactory psychometric properties for validity and reliability. The test questions for a new examination should be chosen from the pool of test questions to properly represent the subject matter outline of the examination and to obtain the desired correct answer rate.

• Reports regarding exam pass rates, candidate demographics, exams administered and exam site usage should be made available to the public, producer community and industry on a yearly basis. Reports should include first-time pass success; mean, median, mode for candidate attempts; ultimate success rate; and average scoring by subject area. This information is necessary for the selection of future test questions, will aid in making testing transparent and will enable an assessment of whether differences in test scores are correlated with relevant demographic factors. Reports should be constructed specific to each prelicensing provider, so they may evaluate their programs and instructors and be provided with data needed for course development. States may ask for, but generally cannot require, information on candidate population, gender, ethnicity, education level and income level.

• A state advisory committee should annually review the questions on each examination form for substantive and psychometric requirements. The annual report should include the correct answer rate and the inter-item correlation coefficient of each question, separately for males, females, each education level and each racial/ethnic group for which there are a sufficient number of test takers to provide statistically meaningful results and for which differences are statistically significant. Since some of the demographic information would have been submitted voluntarily, data may not be accurate. Adjustments should be made to the examination to eliminate any questions that may be inaccurate or unclear, that may test subject matter that is beyond what a new producer should know, or that exhibit unsatisfactory psychometric properties.

• Licensing examinations should be reviewed at least annually, but if, during any rolling 12-month period, a licensing examination exhibits an overall pass rate of less than 70 percent, fluctuations in testing volume, or other significant deviations, that examination should immediately be reviewed.

A state testing program should include statistical analysis of test items in the field and gather feedback on the candidate performance on the individual items. The most obvious and critical use of this information is to ensure that exams are equivalent and to evaluate the accuracy with which items differentiate between candidates who are minimally qualified and candidates who are not. The psychometric review can result in the continued use of items, the modified use of items, or the deletion of items from the bank.

A professional test vendor should utilize a comprehensive strategy for developing test items and ensuring measurement of the knowledge, skills and abilities necessary for initial insurance licensees to perform their jobs effectively. The steps may include:

1) Conducting a committee-based job analysis.

2) Developing content specifications and weightings.

3) Developing items.

4) Editing and reviewing items with subject matter experts to ensure items meet the required criteria.

5) Obtaining item difficulty (e.g., Angoff method) estimates to establish a passing score, unless passing score is dictated by the state.

6) Developing item sampling groups to structure each examination.

7) Creating equivalent forms.

consequences of violating security procedures. A testing vendor should be capable of making changes to the

information contained within the CIB, during any contract year, at the state’s request.

The CIB should be available at no charge to candidates, trainers and insurers in paper or via the Internet.

Test Administration

The testing process should be fair and accessible for all candidates.

Recommended Best Practices for Regulators

• Use professional item writers, psychometricians, subject matter experts and other professionals to develop and review examinations.

• Ensure that examinations are testing applicable statutes and regulations, and that any mandatory prelicensing education is designed to educate applicants on those laws and rules.

• Ensure that examinations should be designed to establish whether the candidate has minimum competency to enter the business.

• Deliver exams in a secure test center network that employs qualified test proctors.

• Set clear performance standards for test vendors and require accountability.

• Carefully evaluate all fees charged by a vendor and maintain prior approval of all fees.

