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Praise for Restoring the Promise

“In his book Restoring the Promise, Richard Vedder continues in his role as the conscience of modern higher education. Readers will have to determine their own answers, but Dr. Vedder is asking all the right questions.”

—Mitchell E. Daniels Jr., President, Purdue University; former Governor, State of Indiana

“If you truly want to understand the current crises in American higher education, start with Restoring the Promise, a masterful and eye-opening work of analysis and diagnosis.”

—Alan Charles Kors, Henry Charles Lea Professor Emeritus of History, University of Pennsylvania; Co-Founder and former Chairman, Foundation for Individual Rights in Education; and co-author (with Harvey A. Silvergate), The Shadow University: The Betrayal of Liberty on America’s Campuses

“Richard Vedder is a major national resource on higher education. No one knows it better-especially what is wrong with it, why and how it got to be wrong, and how and where we might make it right, or at least better. In Restoring the Promise, Vedder chronicles higher education’s waste, duplication, overpricing, and broken promises. So much wrong and so many misrepresentations for so much money!! If we want to fix it, his chronicle is a good place to start. Thorough, scholarly, probative and revealing.”

—William J. Bennett, former Secretary, U.S. Department of Education; former Chairman, National Endowment for the Humanities; author (with David Wilezol), Is College Worth It? A Former United States Secretary of Education and a Liberal Arts Graduate Expose the Broken Promise of Higher Education; editor, The Book of Virtues: A Treasury of Great Moral Stories

“American higher education appears to have lost its way. A short list of problems includes: escalating and unaccountable costs; documented decline of the quality and extent of learning; growing misfit between the educational experience and life prospects; obsession with administrative and political agendas that far too often compromise the pursuit of truth and intellectual freedom that are higher education’s raison d’ etre. As a critical friend of higher education, Richard Vedder deploys in his superb book Restoring the Promise the considerable analytical skills that have made him one of America’s leading scholars of higher education to not only illuminate the origins and nature of the problems that beset us, but to also provide us with highly informed and instructive remedies to right the ship.”

—Donald A. Downs, Alexander Meiklejohn Emeritus Professor of Political Science, Law and Journalism; the Glenn B. and Cleone Orr Hawkins Emeritus Professor of Political Science; and Co-Founder of the Center for the Study of Liberal Democracy; University of Wisconsin, Madison

 “Richard Vedder’s book, Restoring the Promise provides a tough-minded blueprint for resolving American higher education’s crisis of confidence. He skillfully draws from historical and economic analyses as the base of reason to achieve the revelation that our colleges and universities can regain their proper footing and missions. This well-written, thoroughly researched work cuts through the public relations images and ideologies that have stalled higher education of the 21st century at a time when they most need to confront a host of internal and external problems that will no longer be fixed by business as usual. Vedder combines good writing with critical thinking in dissecting the dilemmas of prices and costs along with access and affordability that have been turning the American Dream of higher education into an educational and financial nightmare. Vedder’s book helps leaders in American higher education turn away from complacence and indecision toward informed reflection and discussions about institutional practices and public policies in rebuilding a base that in turn will be essential to restoring the promise of going to college.”

—John R. Thelin, University Research Professor, History of Higher Education and Public Policy, College of Education, University of Kentucky; author, A History of American Higher Education and Going to College in the Sixties

“With Restoring the Promise, Richard Vedder has written a thorough and thoughtful book on higher education in nearly all of its aspects. It is a marvelous endeavor and a rich resource for wonks as well as bystanders. One is not obliged to agree on philosophy or politics to appreciate this important contribution.”

—A. Lee Fritschler, former Vice President and Director, Center for Public Policy Education, Brookings Institution; former Assistant Secretary for Post-Secondary Education, U.S. Department of Education; former President, Dickinson College; Professor Emeritus, Schar School of Policy and Government, George Mason University; former Chairman, U.S. Postal Regulatory Commission

“Restoring the Promise is destined to become the must-read resource for anyone hoping to understand why college tuition is so obscenely expensive and why students emerge from college, if they graduate at all, with an almost unblemished ignorance about history and the achievements of the West. Richard Vedder’s calculations of college endowments per student—nearly $3 million at Princeton University, for example—are alone worth the price of admission. University administrators will hate Restoring the Promise, since it demolishes the arguments that more federal student aid is the solution to ballooning tuition costs and that not enough teenagers are attending college. Everyone else should welcome it.”

—Heather L. Mac Donald, Thomas W. Smith Fellow, Manhattan Institute for Policy Research; author, The Diversity Delusion: How Race and Gender Pandering Corrupt the University and Undermine Our Culture

“In Restoring the Promise, Richard Vedder brings experience from a venerable career as economist and historian to an analysis of the troubled state of higher education. His research is data driven, his writing is uncomplicated, and his arguments are persuasive enough to worry standard-issue academic administrators. Hurrah!”

—John W. Sommer, Knight Distinguished Professor Emeritus, University of North Carolina; former Dean, School of Social Science, University of Texas at Dallas; editor, The Academy in Crisis: The Political Economy of Higher Education

“Richard Vedder has seen our higher education problems coming miles away. From skyrocketing tuition and crushing student debt to the diminishing utility of a college education and the underemployment of graduates, Vedder has spent decades looking at the data and warning that this will not end well. If you want to understand how higher education came to this crisis and how it can be fixed, start with his book, Restoring the Promise.”

—Jason L. Riley, Member of the Wall Street Journal Editorial Board and Senior Fellow at the Manhattan Institute, and Naomi Schaefer Riley, Resident Fellow, American Enterprise Institute

“American higher education promises so much—excellence, access, diversity, world-class research—and yet it delivers far too little for so many students. The problems are many—high cost, micromanaging from the federal government, diversity programs that do more harm than good—the list goes on. The book, Restoring the Promise by Richard Vedder, America’s premier expert on higher education, offers a comprehensive and sobering look at how we got here and where we might head in pursuit of better higher education. Forget the bromides of politicians, this book is a clear-eyed starting point for higher education policy. If I could put one book in the hands of university boards (and their presidents), it would be this one.”

—Jonathan J. Bean, Professor of History, Southern Illinois University

“Over the last 20 years, no economist has spent more time in productive thinking about American higher education than Richard Vedder. In his book, Vedder refutes many of the mistaken beliefs about college, probes the reasons for its woeful inefficiency, and shows how we can rescue higher education from the interest groups that now control it. If you are concerned about higher education, put Restoring the Promise on the top of your reading list.”

—George C. Leef, Director of Research, James G. Martin Center for Academic Renewal

“At last, Restoring the Promise is a lucid 360-degree examination of the whole of American higher education, sparing no idols. Richard Vedder commands near-encyclopedic knowledge of his subject and he writes with flair. His excellent book is not another sky-is-falling pronouncement of doom on colleges and universities that have become unaffordable, unaccountable, and intellectually mediocre. Rather, he takes the failures one by one and shows how we as a nation could solve them though practical policy choices. Vedder is a distinguished economist and possesses an economist’s eye for the tradeoffs we inevitably make when we demand a dozen things from colleges and universities besides teaching and research. He asks tough questions, adduces pertinent data, and advances compelling answers. His tone is temperate but his conclusions will surely dismay those who are complacent about how we are preparing the next generation for leadership. This is one of the best books written about higher education in the last quarter-century. The inherited strengths of our system weighed against its flaws, temptations, and corruptions are laid forth with precision by a scholar who knows exactly what’s what.”

—Peter W. Wood, President, National Association of Scholars; former Provost, The King’s College, New York

“American higher education, for all its great achievements, suffers from serious dysfunction. In the thorough and incisive book, Restoring the Promise, Richard Vedder demonstrates that the ways universities are governed, regulated, subsidized, and funded create perverse incentives. These perverse incentives explain why universities have bloated administrative staffs, spend too much space on low value projects, why most students learn so little, and why costs are out of control. Regardless of what we what universities to do—create high-value research, educate the next generation of civic and business leaders, or help disadvantaged citizens get a step up into the middle class—reform is needed. Restoring the Promise doesn’t just diagnose the disease, but offers us a cure that we can reasonably hope to get.”

—Jason F. Brennen, Robert J. and Elizabeth Flanagan Family Professor of Strategy, Economics, Ethics, and Public Policy, McDonough School of Business, Georgetown University; co-author (with Phillip Magness), Cracks in the Ivory Tower: The Bad Business Ethics of Higher Education

“Building on a lifetime of scholarship and experience in his book Restoring the Promise, Richard Vedder provides a backstage tour of the multitudinous dysfunctions of American higher education. You may not like what he shows you, but you’ll savor the tour.”

—Bryan D. Caplan, Professor of Economics, George Mason University; author, The Case Against Education: Why the Education System Is a Waste of Time and Money

“America’s ivory tower is cracking—all over. Richard Vedder, informed by decades of working in the tower, and years of analyzing its myriad faults, has answers. If you care at all about higher education—and you’d better, because you’re paying for it—you need to read the invaluable, incisive volume, Restoring the Promise.”

—Neal P. McCluskey, Director, Center for Educational Freedom, Cato Institute

“Richard Vedder is known as a strident critic of the higher education establishment in the U.S. But, it would be wrong to think he doubts the value of education. Instead, much of his ire, and the power of his critiques, come from his intimate knowledge of the failings of the public education system. Restoring the Promise documents how college education falls short of what it should be, and our society desperately needs it to be. College is expensive, and fast becoming even more so, yet it fails either to prepare students for living in a liberal society or to provide them the tools they need for employment and personal responsibility. This book is the culmination of decades of reflection, argument, and deep examination of the problems we face. This is the right book, at the right time, while there still is time to rescue the next generation.”

—Michael C. Munger, Professor of Political Science, Economics and Public Policy and Director of the Philosophy, Politics, and Economics Program at Duke University

“In Restoring the Promise, Richard Vedder has used his vast experience and research to craft an exceptional critique of U.S. higher education. I daresay that nobody will agree with all of his conclusions. But I am also sure that nobody will fail to be challenged by his arguments and data. Higher education is an area where the participants regularly pat themselves on the back for what they are doing and regularly suggest that the only real problem is that there is not enough of it. Vedder offers a refreshing contrarian view.”

—Eric A. Hanushek, Paul and Jean Hanna Senior Fellow, Hoover Institution; former Deputy Director, Congressional Budget Office; former Member, Equity and Excellence Commission, U.S. Department of Education

“No one is better equipped to analyze the crisis of American higher education than Richard Vedder. And analyze it he does in Restoring the Promise: Higher Education in America. Tuition is exploding, campus bureaucracies are ballooning, infantilizing ideas like ‘micro aggressions’ are spreading and metastasizing, and evidence that students aren’t learning much during their four to however many years on campus is accumulating. Vedder methodically exposes these and many other afflictions of the modern university. Anyone interested in understanding what has gone wrong in higher education and how to fix it should read this book.”

—Joshua Dunn, Professor of Political Science and Director, Center for the Study of Government and the Individual, University of Colorado, Colorado Springs

“Richard Vedder is a provocative, iconoclastic voice when it comes to American higher education. He has long been willing to ask hard questions and speak hard truths about our nation’s colleges and universities. His new volume Restoring the Promise is a welcome addition to the national conversation.”

—Frederick M. Hess, Resident Scholar and Director of Education Policy Studies, American Enterprise Institute

“Richard Vedder is the leading economist of higher education in America. Higher education today is too expensive, too irrelevant, and too plagued by political correctness to deliver promised value to its students or the country at large. And not only do those problems persist, they are getting increasingly worse. Why is the system so resistant to change? Vedder provides the time-honored lesson—’Follow the money.’ Reform of higher education means changing incentives, and changing incentives means reviewing the thicket of regulations and subsidies that distort the industry. Restoring the Promise is Vedder’s magnum opus and an important read for anyone concerned about students, parents, and taxpayers are getting their money’s worth.”

—Todd J. Zywicki, University Foundation Professor of Law, Antonin Scalia Law School; Co-Editor, Supreme Court Economic Review

“Most people would agree that American higher education is an important institution in our society that faces numerous challenges that threaten its very existence. In his new and comprehensive critical study of higher education, Restoring the Promise, Richard Vedder outlines a triple crisis, ‘high costs, little learning, and uncertain employment prospects for graduation.’ As the Founding Director of the Center for College Affordability and Productivity, Vedder has supported his analysis with numerous charts and graphs, mostly drawn from governmental studies and reports, that show the effects of out-of-control tuition rates, grade inflation, and administrators who focus on political correctness, sports and luxury residence halls more than the measurement of learning, graduation rates, and post-graduate employment. While constructively criticizing many practices within colleges and universities, Vedder notes that ‘a large part of higher education’s problems relate to the role that government plays.’ He concludes this comprehensive work by offering a set of broad, long-run, and radical solutions to move academe back to a consumer-funded model that would remove much of the rationale for outside oversight. Among the many recent books on higher education, Vedder’s is the most comprehensive, coming from a scholar with more than five decades of experience. I highly recommend it to legislators, policymakers, academics, administrators, business leaders, parents, students, and anyone else with a stake in the future of America’s higher education institutions.”

—C. Ronald Kimberling, former Assistant Secretary of Education for Postsecondary Education, U.S. Department of Education; former President, Argosy University, Chicago Campus; former Executive Director, Ronald Reagan Presidential Foundation

“America’s colleges and universities are beset with problems—high and rising costs, suffocating student debt, low academic achievement, and disappointing economic results, to name a few. In Restoring the Promise, Richard Vedder brings his decades of experience and research to bear on these problems. He presents a convincing analysis of their causes and sets forth many recommendations for change. Problems as deep seated and fundamental as those in higher education demand far-reaching solutions. Professor Vedder’s responses are original, often surprising, sometimes radical, and always compelling. His book should provoke wide-ranging debate within academia and among its supporters.”

—John H. Moore, President Emeritus, Grove City College; former Deputy Director, National Science Foundation; former Director, International Institute, George Mason University

“Richard Vedder is among America’s foremost students of higher education. His indictment of America’s colleges in his book Restoring the Promise is on the mark and his recommendations thought provoking. Everyone interested in higher education should read and ponder this book.”

—Benjamin Ginsberg, David Bernstein Professor of Political Science and Chair, Center for Advanced Governmental Studies, Johns Hopkins University; author, The Fall of the Faculty: The Rise of the All-Administrative University and Why it Matters

“Restoring the Promise makes a compelling case about what’s causing much of the dysfunction in our higher education system. Professor Vedder suggests potential fixes for these problems—some of which would be very difficult politically, but all of which are directly targeted at fixing the problems he so effectively presents. With higher education having skyrocketed in cost while often declining in quality and value, colleges and policymakers would do well to experiment with Vedder’s recommendations before the growing crisis of trust and confidence in academia reaches levels that are impossible to ignore.”

—Robert L. Shibley, Executive Director, Foundation for Individual Rights in Education; author Twisting Title IX

“Richard Vedder takes readers on a most sobering campus tour. Though America’s universities may be the pride of the world, Vedder marshals meticulous evidence to argue they are delivering services of declining educational quality at escalating prices. As its title suggests, Restoring the Promise offers numerous ideas for arresting these trends. Most every reader will agree with some and disagree with others, but everyone concerned with the future of higher education would benefit from bringing them into the conversation.”

—Jacob L. Vigdor, Daniel J. Evans Professor of Public Policy and Governance, University of Washington

“In his book Restoring the Promise, Richard Vedder pinpoints the issue plaguing higher education early on, identifying the ‘precarious position’ of higher education as the outgrowth of government—particularly federal—intervention in the sector. That intervention has fueled pernicious regulations and a student loan debt crisis that, cumulatively, exceeds aggregate credit card debt. Moreover, his provocative suggestion that higher education as currently structured ‘may exacerbate income inequalities rather than reduce it’ will no doubt spur a critical conversation about the efficacy of the American college system moving forward. Fifty-four years of university teaching have made Dr. Vedder uniquely situated to diagnose the many problems plaguing higher education. Restoring the Promise is a must-read for anyone interested in how to address the $1.5 trillion question, improve university efficiency and effectiveness, and who generally appreciates the good-natured wit and insight of Richard Vedder.”

—Lindsey M. Burke, Director and Will Skillman Fellow in Education Policy; Center for Education Policy; Institute for Family, Community, and Opportunity; Heritage Foundation

“Restoring the Promise is the go-to book for anyone concerned about the crisis of American higher education. Comprehensive, readable, relentlessly intelligent, Richard Vedder offers clear-eyed diagnoses of the problems plaguing America’s colleges and universities, and lays out reforms that are both sensible and within our reach. More than a critique, Restoring the Promise is a call to action.”’

—John O. Tomasi, Romeo Elton Professor of Natural Philosophy and Founding Director of the Political Theory Project, Brown University

“In Richard Vedder, and with his book Restoring the Promise, higher education has found a determined and articulate gadfly, ready to sting it out of its dysfunction and lethargy. Not everyone will agree with all of Dr. Vedder’s diagnosis and remedies, but any higher education leader who ignores them imperils the future of the colleges and universities that are the engines of our progress and prosperity.”

—Michael B. Poliakoff, President, American Council of Trustees and Alumni; former Director, Division of Education Programs, National Endowment for the Humanities

“Throw out your volumes from the Carnegie Commission, relegate William Bowen and Derek Bok to lower shelves. With Restoring the Promise, Richard Vedder, a true expert on the subject, has given us in one book the facts and analysis we’ve long needed on all matters higher educational. Is too much indoctrination by college professors going on? Is the slogan ‘college for all’ encouraging student-loan delinquency? Are colleges using monopoly power to charge too much tuition? Are administrators building bureaucratic empires? Are there all too many university employees who do not contribute to student learning? The answers are in this book.”

—Williamson M. Evers, Research Fellow, Hoover Institution; former U.S. Assistant Secretary of Education for Planning, Evaluation, and Policy Development
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Introduction

AMERICAN HIGHER EDUCATION is increasingly in trouble. Costs are too high, learning is too little, and the payoff to students and society is increasingly problematic. I doubt in some literal sense that higher education is dead or even dying, so this book is not really an autopsy. Yet universities are facing an uncertain and, in some respects, unsettling future, and more of them than in the past are going to die—quite literally.

There are many facets to this discussion. Above all, I think today’s higher education would not be in its current precarious position were it not for a mostly unsuccessful expansion of governmental involvement in the academy over the past generation or two, especially at the federal level. An account of contemporary American higher education is in order that details the maladies and how they arose.

I come to this discussion with what we economists call a “comparative advantage” when talking about higher education, simply because I have spent my entire life surrounded by it. I’ve accumulated a vast store of knowledge about it—its culture, its idiosyncrasies, its strengths, its weaknesses. While a small child, I lived a short walk from academic buildings at one of our nation’s leading public research universities, the University of Illinois. For seven decades in the twentieth and twenty-first centuries, I either studied or taught at a variety of schools, including elite private universities such as Northwestern and Washington University in St. Louis, flagship public schools including the University of Illinois and the University of Colorado, and Claremont McKenna College, a superb private liberal arts college. For the most part, I was situated at Ohio University, a mid-quality state university, where I am in my fifty-fourth year of teaching. I have also visited probably hundreds of campuses, usually for an academic purpose (in the winter of 2018, for example, I spoke at three of Texas’s universities, Texas Christian, Baylor, and Texas Tech within a one-week period). My higher education experiences are extensive and varied.

In addition to my cumulative observations, three occurrences in particular ultimately led to this book. First, I wrote a piece in the Wall Street Journal in the late 1990s about higher education that led to a series of lectures beginning with one at the University of Virginia, and ultimately, at Kim Dennis’s, President of the Searle Freedom Trust, suggestion I used my lectures for the basis of my 2004 book Going Broke by Degree.

Second, I was invited to a White House meeting on the topic of higher education. Jim Piereson, President of the William E. Simon Foundation, suggested that I start a higher education research center/think tank, which I did. It was called the Center for College Affordability and Productivity, and I ran the Center until the end of 2017.

And third, I was appointed to the Secretary of Education’s Commission on the Future of Higher Education (the Spellings Commission), which sharpened my interest, knowledge, and involvement in issues of higher education policy.

As these three events converged, I considered simply updating my earlier book but then decided I needed to go further. Several major issues have emerged that were relatively unimportant in 2003 and 2004, which merit a deeper consideration. These include the following:


	The student loan crisis. The rise in tuition fees passed a threshold from being a mild irritant to becoming a major barrier to participating in higher education and prompted 2016 Democratic Party presidential aspirants to promote “free college” in some form, while Republican aspirants such as Marco Rubio suggested other market-based alternatives.

	Intercollegiate athletics. The competition has become a much bigger financial burden at many schools, and the corruption associated with it has multiplied with rising commercial revenues.

	Academic freedom. Issues related to this essential right have grown enormously in magnitude. A decade ago, no one spoke of “trigger warnings,” “microaggressions,” or “safe spaces.”

	For-profit education. Profit-making institutions grew rapidly in importance in the early 2000s and then faced decline in response to a federal regulatory onslaught.

	Governmental interference. Freedom of thought and action has been reduced considerably by vicious government predatory regulations. In general, the attempts by Washington to control higher education at the local level have grown, with a great number of new regulations and constraints on university behavior. Eager university presidents, to demonstrate their political correctness, have permitted increasing assaults on the freedom of peaceful expression and violations of American traditions of due process.

	Innovations in technology. We now have MOOCs (massive open online courses), and online education is playing a growing role. New non-degree alternatives to traditional degrees are getting attention, such as coding academies. New teaching approaches utilizing new technology have gained favor, such as flipped classrooms. Peter Thiel has even paid bright kids to drop out of college and become entrepreneurs.

	Widening inequalities. The gap between selective admissions schools like Princeton and typical state schools like Slippery Rock University have grown over time, and the notion that the top private schools are almost academic gated communities has grown. There is a growing feeling that higher education may exacerbate income inequalities rather than reduce them.



As education becomes costlier, we have must ask ourselves, do we need new, cheaper means of certifying academic competency and workplace readiness? We have more and better statistics showing that a large portion of college graduates are truly underemployed, taking jobs requiring minimal skills, perhaps suggesting we are overinvested in higher education, or, perhaps more appropriately, “mal-invested.”

What to do about all the problems? I have pondered the old issues and responded to new ones for many years. I have had a small army of students to help me. I originated the Forbes Best College rankings in 2008, providing me a plethora of additional information about universities. My stock of higher education–related human capital has no doubt grown. That has led me to think about new solutions to old as well as new problems, things like Income Share Agreements, virtually unknown a dozen years ago, or having colleges with “skin in the game” with respect to loan defaults.

Most persons will interpret this book as an indictment of American higher education, and to a considerable extent, it is. We could be doing much better. On my file cabinet I have posted the assertion that “never have so many spent so much for so long learning so little” (apologies to Winston Churchill). It’s basically true—almost 20 million people go to college annually, and they often stay for five or six years, paying exorbitant tuition fees; the evidence is that learning on average is unfortunately minimal. A large portion of new students never graduate, and those who graduate near the bottom of their class typically get jobs that pay little more than what high school graduates earn. For many, college has become a risky and often poor investment. How can we change this unfavorable situation?

It would be too simplistic to simply say that I think American universities are mediocre or, even worse, terrible. More accurately, I believe US universities fulfill a valuable social mission, and often they do it reasonably well, but they do it inefficiently and are not really fulfilling their potential. I love universities—that is why I entered college over six decades ago and never left. But this is not about love or hate, but rather about finding ways to do more than we are doing with fewer resources, about aligning educational programs to labor market needs and about having vibrant marketplaces for ideas that expand the welfare of the American people.

This volume clearly contradicts the thinking of much of the current academic establishment. For example, even since this manuscript was completed, a new book by Steven Brint, Two Cheers for Higher Education: Why American Universities Are Stronger Than Ever—and How to Meet the Challenges They Face, has been published by the Princeton University Press. It argues that enrollments are at near record highs, faculty publication rates are outstanding, students are getting jobs at ever higher salaries, and that, in fact, higher education is in its Golden Age. Certainly Brint has some interesting evidence, yet I would argue that he often confuses inputs (e.g., spending on research) with outcomes or accomplishments, largely ignores some rather ominous trends such as recently falling enrollments, declining public support for universities, stagnating high school/college earnings differentials, and early signs of deteriorating US reputation relative to other countries in international rankings of schools. Perhaps Professor Brint sees the “glass” half full, while I see it half empty. In any case, the milieu in which higher education is operating is constantly changing, which is a big reason I have written this as a sequel to my 2004 book.

This book was written by me, but it owes everything to a small army of helpers. First, of course, are those who provided financial support to my Center for College Affordability and Productivity (CCAP), most magnificently the Searle Freedom Trust, whose president Kim Dennis pushed me to write the earlier Going Broke by Degree and even provided its title. Kim even provided me office space in Washington, and her aides, especially Courtney Myers and Gerard Alexander (also a political science professor at the University of Virginia), were helpful on numerous occasions. Other major supporters over the years include the Lumina Foundation, the Lynde and Harry Bradley Foundation, and the Charles G. Koch Foundation. Ohio University, where I still teach part-time, provided me valuable office space and equipment.

Numerous individuals were important over the years in researching various aspects of collegiate life in America—too many to mention. Some key aides at CCAP included Bryan O’Keefe, Andrew Gillen, Matt Denhart, Jonathan Robe, Christopher Denhart, Daniel Bennett, Anthony Hennen, and Joshua Distel. Literally dozens of students were helpful, including such stalwarts as Luke Myers, Chris Matagouranis, Bob Villwock, Joe Hartge, Sarah Jane Lorenzo, Amanda Denhart, James Bowman, David Holman, Sam Kissinger, Rob Hammer, Nathan Kemmerer, Justin Strehle, Bryan Stringer, Michael Koslen, and my statistical gurus Jonathan Leirer and Daniel Garrett. My association with Forbes, both the magazine and Forbes.com, was very fruitful and informed much of the research here, and I especially treasure the help and friendship of Susan Adams, Michael Noer, and Caroline Howard. Chase Withorn-Peterson worked with me at CCAP and later as a Forbes employee. In 2018 alone, I wrote about 60 blogs for Forbes.com.

Many professional friends helped me over the years, such as John Leo (Minding The Campus), Tom Lindsey (SeeThruEd and the Texas Public Policy Foundation), Jane Shaw and especially George Leef (both of the James Martin Center). Neal McCluskey at the Cato Institute and Todd Zywicki of the Antonin Scalia School of Law at George Mason University were also particularly helpful, as were my former student and friend Joshua Hall of West Virginia University and American Enterprise Institute colleague Alex Pollock, now at the R Street Institute. Jason Taylor of Central Michigan University and I collaborated on some research insightful to the chapter on university governance. At the American Legislative Exchange Council, I particularly want to acknowledge Jonathan Williams and current director Lisa Nelson. My stint on the Spellings Commission broadened my knowledge of higher education policy and governance issues, and I thank my fellow commissioners, especially chairman Charles Miller, as well as former Education Secretary Margaret Spellings, just retired president of the University of North Carolina. Several other commissioners were helpful in my own learning about higher education, such as James Duderstadt, president emeritus of the University of Michigan, Robert Zemsky of the University of Pennsylvania, and Sara Martinez Tucker, former Undersecretary of Education who now chairs the University of Texas Board of Regents. Speaking of Texas, entrepreneur and educator Jeff Sandefer (founder of the rather extraordinary Acton Business School) was similarly helpful and inspiring to me in multiple ways, as were former University of Texas Board of Regent members Brenda Pejovich and Wallace Hall. Some journalists have been particularly insightful over the years and have helped informed my thinking on universities; the husband and wife team of Jason and Naomi Schaeffer Riley, both who write extensively in the Wall Street Journal, come especially to mind. That newspaper has an especially good team of writers on higher education issues.

Also, since writing my earlier higher education book I have visited probably at least 80 campuses giving lectures or papers, ranging from New England (e.g., Brown University, Williams and Dartmouth colleges) to the West Coast (e.g., University of Washington, Chapman University). I visited schools of all kinds: prestigious private schools, marvelously maverick liberal arts colleges (Hillsdale and Grove City), religiously affiliated schools (e.g., St. Vincent’s of Pennsylvania, Fordham, Georgetown, New York’s St. John’s, Baylor), flagship state universities (e.g., universities of Wisconsin and Michigan), branches of such flagships (e.g., University of Colorado at Colorado Springs, University of Washington at Bothel), and community colleges (Lorain County Community College, Hocking College). I learned a lot about the richness and diversity of America’s schools during those visits, as well as from being on the board of the National Association of Scholars, ably led now by Peter Wood and earlier by Steve Balch.

I have appreciated the vigorous, indefatigable long-term (from at least 1990) support of David Theroux at the Independent Institute, and, on this project, the vital editorial help of Roy M. Carlisle, Jason Monaghan, Melodie J. Bowler, George L. Tibbitts, a copy editor, and two anonymous reviewers, not to mention other staff persons who helped support the book. My wife Karen put up with the time demands of completing this manuscript, understandably wondering why someone who had exceeded the Biblical lifespan of three score and ten would want to write still another book.

Enjoy.


PART ONE

Higher Education’s Triple Crisis

IT IS WIDELY asserted by university presidents and others associated with American higher education that the United States has the best colleges and universities in the world. One set of authors conclude that “no other nation has demonstrated as sustained a commitment to educating large numbers of students to a high standard, while simultaneously contributing in unprecedented ways to the advancement and dissemination of knowledge. Nor can any other nation claim as unbroken a record of expanding opportunity.”1

Moreover, America’s superiority has lasted, we are told, for at least 75 years. As a leading historian of American higher education put it, “By 1940 American higher education … produced the first system of mass higher education. … It also developed the capacity to teach and advance academic subjects on the highest level, achieving world-leading status for American science.”2

And many presumably objective non-American observers agree. At this writing, twenty of the top fifty universities in the world in the Times Higher Education world rankings are located in the United States.3 In an alternative Chinese ranking, the United States is even more dominant: Thirty-one of the top fifty are American schools.4 No other nation comes close to matching the United States in the number of institutions of higher learning with perceived superior excellence.5

Perhaps just as remarkable, America’s claim for exceptionalism in higher education quality contrasts with a far less august reputation with respect to its primary and secondary schools. No one says, “America does the best job educating younger students in reading, writing, mathematical literacy, and other basic subjects.”6 International test results usually have pre-collegiate American students ranked below those of several other countries.7

I submit that the claims of America’s higher education superiority are heavily based on the very substantial research excellence of American universities. Figure P1–1 shows that Nobel Prize winners have come disproportionately from American universities, and that was truer at the beginning of the twenty-first century than a century earlier. But the relationship between excellence at the highest level with respect to the creation of knowledge or creative endeavors and the actual dissemination of knowledge to large numbers of students need not be all that strong. Of the top fifty schools in the Forbes 2018 rankings of best colleges and universities, twenty were schools not offering the PhD degree—institutions where research generally placed a secondary role to the teaching mission.8 Moreover, the achievements of universities have to be related to the resources used to achieve results.
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*Excludes winners of the Nobel Prize in literature and peace.

Source: Author’s computations.

Figure P1–1. Percent of Nobel Prize Winners with US Affiliation, 1901–2015*

Indeed, a closer examination reveals that America’s colleges and universities suffer from three large problems that cumulatively will lead to major changes in the delivery of higher education services in the years ahead. Those problems are:


	American universities are vastly too expensive, often costing twice as much per student compared with institutions in other industrialized democracies. The price of tuition is vastly more than American institutions cost a generation or two ago.

	Although there are important exceptions, students attending college in contemporary America on average are learning relatively little, spend little time in academic preparation and in some disciplines are indoctrinated by highly subjective ideology. Learning about the core foundations of our civilization and acquiring knowledge based on widely accepted factual evidence have deteriorated.

	Partly as a consequence of mediocre preparation but more a result of massive public overinvestment, there is a huge mismatch between student occupational expectations after graduation and labor market realities. This results in massive underemployment—students taking jobs as baristas, retail sales clerks, and taxi drivers.



This book analyzes these three problems, and contributing factors, extensively.


1

Why Go to College Anyway?

Introduction

COLLEGES AND UNIVERSITIES perform services that society thinks are valuable. It is asserted that educated persons are more productive than noneducated ones—their superior knowledge enables them to use resources more efficiently, including finding new and better ways to do things. Educated people can communicate better with one another as well. It can be argued that colleges also teach virtues, such as honesty, a willingness to help others, and a respect for the rule of law, that are indispensable to a prosperous, peaceful, and well-ordered society.

In addition, since modern day universities do a good deal of basic research, it can be argued that higher education’s success in expanding the frontiers of knowledge allows us to invent new objects and create new technologies that improve the quality and quantity of our lives. All advanced, prosperous societies have large numbers of universities and college-educated citizens; very poor societies usually have few college graduates or institutions of higher education. Higher education is closely associated with prosperity and civility.

While college and universities serve a useful function, it is not clear as to how much university education is optimal. The law of diminishing returns applies to education like it does to everything else in life. Eating is necessary and even can provide a lot of satisfaction, but a lover of filet mignon who greatly enjoys the first six-ounce steak will be uncomfortable or even sick if forced to eat five of them in one sitting. Similarly, a four-year bachelor’s degree will on balance benefit a large proportion of Americans, but pursuing a second, and especially a third, fourth, and fifth such degree will not be on balance satisfying. The opportunity costs in terms of lost income will be huge, and the incremental benefits vocationally in having multiple degrees will fall dramatically and even become negative (who wants to hire a perpetual student who goes to college to age 40 to avoid the world of work?).
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Source: Model based on author’s theoretical construction.

Figure 1–2. Marginal Cost and Benefit of Each Additional Year of Undergraduate Education

Figure 1–2 suggests that as individuals gain more education, the extra or marginal benefit of, for example, another year of schooling starts to decline, while the costs of providing additional years of education do not decline and, indeed, tend to rise as the complexity of subject matter grows—it takes more money to educate a PhD candidate per year than it does an elementary or secondary school student. An optimum is reached where the marginal benefits from education equal the marginal costs. At lesser amounts of education, educational expansion is on balance beneficial; at amounts beyond the optimum (three college years as depicted in Figure 1–2), expanding education on balance is excessively costly in relation to the benefits.

It is important to note that the shape of the curves in Figure 1–2 will vary from individual to individual. A person with enormous cognitive skills and a lot of curiosity about the way the world works will achieve education optimum at a higher level than a person who is physically quite adept but who has limited cognitive skills and curiosity about the world. For the bright, inquiring individual, diminishing returns set in less substantially and later than for others.

By summing all individuals depicted in Figure 1–2, we can derive a curve that indicates the median number of years of education that is optimal for society as a whole—a number that maximizes the social welfare (Figure 1–3). The social welfare probably is closely related to, but not precisely equal to, the amount of goods and services produced. Therefore, it is not inappropriate to speak of the output-maximizing level of educational attainment. For example, what percent of adult Americans should have bachelor’s degree for GDP (gross domestic product) to be maximized?

The previous discussion provides a theoretical framework in which to evaluate the fundamental question as to how much we wish to educate our society. Yet there are huge measurement issues, and a good deal of debate about higher education relates to differences in perceptions about the precise shape of the curve indicated in Figure 1–3. Some people, whom I generally call the “college for all crowd,” believe the marginal benefits of education remain very high through a high level of educational attainment and that most persons derive substantial personal benefits from attending college. This extreme position is that the line in Figure 1–3 is a positively sloped one throughout—it is better to have the typical adult with 20 years of schooling (roughly a PhD) than, perhaps, 16 years (merely a bachelor’s degree).
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Figure 1–3. The Social Welfare Maximizing Amount of Educational Attainment

Others argue that human differences and diminishing returns limit the optimal proportion of persons who should get a bachelor’s degree (or master’s degree or a PhD). I subscribe to that position, depicted in Figure 1–3. It is possible to be overinvested in college (such as being at point B in Figure 1–3), with too many persons earning degrees from the standpoint of maximizing welfare or output (which is at point A).

Of course, in the real world of higher education it is not simply a matter of deciding the number of students who should go to college. There are all sorts of issues and questions that need to be asked and answered: Should some students attend career colleges not offering diplomas rather than community colleges? How much education should be done online and how much through traditional instructional techniques? What is the optimal amount of library purchases a school should make in this age of computer-based information access? Should colleges stress “general education,” a core body of knowledge and ideas that nearly all students should study, or put more emphasis on directly vocationally relevant forms of instruction, such as training civil engineers and accountants? Should vocational training mostly occur on the job or in the colleges themselves? Should universities also be in the food and lodging business? Should they engage in large commercialization of intercollegiate athletics? Should research be carried out mainly in universities or specialized research institutes? What is the optimal amount of research—are we going too far or not far enough in our universities? Perhaps above all else, “Who should pay for higher education?” The questions abound, and we’ll wrestle with them in this book.

Six Goals of a College Education

College means different things to different people. And there are many forms of postsecondary higher education. Harvard is quite a different kind of place than Chicago State University or Sinclair Community College. Still, most people attending or supporting higher education are pursuing at least one of six goals. These include an earnings goal, a consumption goal, a research goal, an egalitarian/equality goal, a virtues/morality goal, and a citizenship goal.


	The Earnings Goal. Data from the Freshman Survey of the Higher Education Research Institute at UCLA and other polling data suggest that most college students indicate their primary goal in college is to get a good job. For example, in the 2015 Freshman Survey, over 60 percent of respondents, referring to the college they chose to enter, said it was “very important” that “this college’s graduates get good jobs.”1 They think of college as the ticket to a middle-class life, to financial and vocational success. They are told, correctly but somewhat misleadingly, that average earnings of college graduates are far greater than similar earnings amongst high school diploma holders. Students borrow to go to college, since higher education is sold to them as an investment, one with a good return.

	The Consumption Goal. College also provides enjoyment and satisfaction to students—they “consume” college the way they might consume ice cream cones, concerts, or sporting events. There are two different forms of consumption. First, the material taught in college can be fascinating and enjoyable. I read King Lear in college and a lot of French plays (e.g., Tartuffe) and generally enjoyed them. The intellectual satisfaction from college learning provides a context for understanding and enjoying books and plays, and so on, even decades after attending school.
On another level, college provides students with new friends and new life experiences. Students drink a lot in college and experiment with sex and sometimes drugs. College “consumption” can be intellectual and uplifting, but it also can be rather hedonistic and crass. But in both cases, college provides enjoyment for its participants.


	The Research Goal. Universities are the single most important institution in modern society for expansion of the frontiers of knowledge through research. While nonuniversity institutions, especially private corporations, are more important in applying principles that develop from basic research to commercial use, universities perform a large portion of the basic research from which practical applications evolve. The importance of the research goal varies enormously between institutions: It is nearly nonexistent at many community colleges or for-profit institutions, while it is the dominant reason some institutions exist (e.g., Rockefeller University in New York). Some universities have large semiautonomous research centers with virtually no student involvement, such as the Hoover Institution at Stanford.

	The Egalitarian/Equality Goal. Universities are viewed by many as a means of promoting income mobility and a society that is more a meritocracy than aristocracy. College is a path toward the American Dream. A quintessentially American perspective is that anyone, no matter how poor or disadvantaged he or she is at birth, should have a good chance at succeeding financially as well as socially. In a modern industrialized society, it is argued that education is the key to economic and social advancement.

	The Virtues/Morality Goal. From the very beginning, colleges and universities were considered important bulwarks of religion and morality, with a major role in inculcating virtue in the leaders of society and through them, to others as well. Universities were viewed as civilizing influences that promoted moral absolutes, the difference between right and wrong, and the rule of law. In a majority of the nine colonial colleges existing at the time of the American Revolution, at least 30 percent of their recent graduates entered the ministry.2 Even to this day, a significant number of colleges and universities have a formal religious affiliation, in many cases rather nominal, but in others quite strong and meaningful.

	The Citizenship Goal. Universities are sometimes viewed as agents for promoting common goals of peoples, of providing the glue that binds them together as a nation. At universities, students learn of their common heritage and learn about the evolution of the civic institutions that govern them. In some universities, students receive simultaneous training to become military officers. Many of the people who will lead society in future generations are trained at universities—the political leaders, the judges, the business leaders, the leading artists and performers.



The importance of these goals varies enormously between institutions and between individual students and faculty that make up university communities. Notre Dame and Brigham Young universities, for example, believe the strengthening of morality and virtue are important components of a university education, albeit their approaches to promoting it are different. Johns Hopkins is much more research-oriented than nearby Towson State University. The goal of providing equal access to the poor and disadvantaged is an integral part of the mission at some urban universities, at historically black colleges and universities (HBCUs) and even some rural colleges (Berea College in Kentucky is an outstanding example). Some schools cater to affluent students who want particularly to enjoy their college years—High Point University in North Carolina is a good example.

Who Should Pay for College?

For a large majority of goods and services purchased by individuals in a typical prosperous Western democracy, the forces of demand and supply interact to determine the price of the good—and the buyer pays for it from his or her own funds. Competitive free market capitalism is highly effective in producing goods and services because incentives lead producers to strive for efficiency (more goods per unit of resources) and to provide exactly what the consumer wants. Incentives exist to innovate—to cut costs and improve product quality.

Yet things are different in education. In contemporary America, a large portion of the funds used to cover the costs of delivering higher educational services is provided by someone other than the buyer of the services. A large portion of funding comes from governments. The federal government provides research grants of tens of billions of dollars annually to universities and extends the better part of $200 billion in various forms of financial assistance to individuals—grants, loans, subsidized work-study arrangements, tuition tax credits, and so forth. State governments subsidize universities with tens of billions of dollars annually in appropriations. Private donors add still more billions, and private endowments provide $20 or $25 billion more in annual support.

At the same time, students also pay part of the bills through tuition fees. In recent years, such fees account for over 25 percent of total higher education revenues. There are some schools that essentially are tuition free, while others often cost $40,000 a year or more—not counting room and board charges. Moreover, there is massive price discrimination: The amount charged varies enormously from customer to customer, unlike, for example, with new car or refrigerator purchases, where everyone pays roughly the same price.

Why should governments subsidize the purchase of higher education services but not the purchase of refrigerators or cars? Government subsidization of universities is justified usually on three grounds. We can call them the “positive externality,” the “egalitarian,” and the “investment” justification.

Positive Externalities

First, it is argued that higher education has enormous positive externalities—good spillover effects. If Johnnie gets a college degree and goes to work, the wisdom and productivity that Johnnie receives rubs off on co-worker Johanna—raising her productivity. Therefore, a society that invests more in higher education should see higher rates of economic growth. In a sense, according to this reasoning, college subsidies pay for themselves—they require a use of current resources, but they also expand the amount of future resources available.

Moreover, these alleged positive spillover effects go even further. Having wise and educated citizens allegedly leads to a more informed electorate, leading to wiser choices with respect to democratically elected leaders of the nation. College graduates commit fewer crimes, so the expansion of the proportion of the population with college degrees should lead to general crime reduction, and a lowering of costs associated with protection of lives and property including significantly lower correctional costs. College graduates smoke less, and so the expansion of higher education should mean fewer lost lives from lung cancer. The damages and annoyances associated with secondhand smoke will be curtailed.

The evidence suggests that college graduates make particularly good citizens. Not only do they tend to be productive and law-abiding, but they also show a concern for the broader community that leads to a higher community quality of life—or so it is alleged. College graduates are more likely to volunteer to lead Red Cross blood drives, to contribute to Habitat for Humanity efforts, and finance church-funded food pantries. They lead the efforts to fund arts centers and improved playgrounds—things that at the margin significantly improve the attractiveness of communities.

Egalitarian Arguments

There is a second argument in favor of public (governmental) support of colleges and universities. America’s distinctiveness, its exceptionalism, in large part evolves from the extraordinary ability of persons of all economic backgrounds to get ahead in life. Historically, high intergenerational income and wealth mobility has characterized the nation. It was this fluidity that moved Alexis de Tocqueville so much during his visit to America.3

In the eighteenth and nineteenth centuries, a person with relatively little formal education could get ahead—Abraham Lincoln had little formal education and the richest man at the time of Lincoln’s death, Cornelius Vanderbilt, was barely literate. That has changed dramatically, however, and most economic opportunities to workers come from using one’s brains rather than through demonstrations of physical strength—professional athletes notwithstanding. Education has become a necessary, albeit not sufficient, condition for economic success, or so it is argued. Yet young Americans from low-income backgrounds are disadvantaged, first, because they tend to attend inferior inner-city schools that prepare them poorly, and second because they lack the resources to pay increasingly high tuition fees. To assure that the American Dream endures, many believe that we need to provide the financial means for diligent and hard-working lower-income Americans to get the ticket necessary to compete for success—a college degree. Thus, presidential hopefuls speak in favor of no-tuition colleges or student loan forgiveness for those borrowing for school but ultimately having difficulty paying back their loans.

Investment Arguments

Governments use funds to construct capital. The National Defense Highway Act of 1956, creating the interstate highway system, was built partly for national defense purposes but mainly to lower transportation costs, increasing the gains from trade and enhancing the rate of economic growth. But governments construct human as well as physical capital, and spending on higher education can be argued is an “investment” in human capital formation. It is argued, correctly, that college graduates on average are economically more productive than high school graduates, so that increasing the proportion of Americans with college degrees will enhance the quantity of human capital and increase output.

To be sure, investing in something does not guarantee higher output—does the investment produce as good of a return as alternative uses of resources? Advocates of public funding of higher education have argued that the rate of return on university investments is quite high—maybe 10 percent or more.4 The federal government can borrow money at something like a 4-percent interest rate and “invest” it in higher education, earning a higher return, and thereby expanding incomes for society as a whole.

The investment argument has two dimensions. First, universities educate students—providing them with skills (“human capital”) that enhance the output of society. Second, universities not only disseminate knowledge, but they also create it, and new inventions and adaptions of old ones that result from university research expand the rate of technological advance and thus stimulate output.

An Alternative Perspective: Why Shouldn’t Students Pay for Their Own Education?

If college graduates make almost double on average what high school graduates make, it would appear that for most college graduates getting a higher education provides substantial financial benefits. These benefits are sometimes illusory or overstated, but there is absolutely no question that possession of a college degree typically increases lifetime earnings. In that sense, investing in a college education is somewhat like investing in a company by buying stock in it. Individuals use their own savings to finance investments in companies, so why shouldn’t they use their own savings or other financial resources to pay for college? They derive the benefits, so why shouldn’t they pay for college through tuition payments or the equivalent?

Some would say that it is true that there are private benefits to college, but there are also public benefits as well as equity issues, as mentioned in the previous discussion of externalities and egalitarian concerns. That is an argument for a mixture of public and private support for college, the current system. But if the public benefits are mostly illusory, then the case for governmental support declines.

Even if there are some legitimate arguments for students not paying the full cost of education themselves, it does not necessarily mean that government support is necessary. In fact, for much of American history, the bulk of financing of higher education was private—funding came from individual fee payers, philanthropic organizations, and churches. Higher education grew and America’s leadership developed with minimal state and very little federal support. Today, more than one-half trillion dollars are in endowment funds that provide tens of billions of dollars annually in private support for colleges.

There is another argument for a system where much of higher education is student-financed: Students seem to do better in college when there are significant financial consequences for failure. When tuition is free or low, hanging around college for five or six years may seem like a good thing to do—the direct financial pain to the student for doing so is modest. When tuition fees are high, however, there is significant financial strain on the student and his or her family. Thus, the data show that graduation rates are higher, by far, at private schools, which tend to have higher tuition fees. For example, of the cohort entering college in 2007, the four-year graduation rate for bachelor’s degrees was 56.7 percent at nonprofit private institutions, compared with 37.8 percent for those attending public schools.5 To be sure, the differential graduation rate likely also reflects differences in student characteristics, such as the fact that more private school students probably come from high-income families.

Who Should Pay for Research?

Even if one argues that students should pay for the cost of their instruction through fees without government support, a large number of universities receive very significant research funds provided by outside agencies, most prominently the US government. Direct federal research support for universities approaches $50 billion annually, almost 10 percent of spending on higher education.6 It is argued that basic research includes enormous externalities in the long run—drugs are developed that extend lives and reduce human suffering and products are developed that lower costs of communicating and offer new forms of enjoyment, and so on. A decent case can be made for this, and since the 1940s the United States has shown a progressively greater resource commitment to funding university research.

A detailed discussion of university research comes later, but it is worth asking several questions at the outset. Is basic research best done in universities or in specialized research institutions without a major teaching mission? Should funding be based entirely on the scientific promise of the proposed studies, or take into account the efficiency of the institution in providing research services with relatively low overhead costs? Are existing laws and regulations regarding intellectual property—the financial gains from patentable research—optimal? Are there economies of scale in research? Is it optimal to concentrate research support in perhaps thirty to forty truly first-rate institutions, or to divide the funds, as now, between hundreds of schools? Are some research funds being awarded based on political, nonscientific considerations?

The lure of research funds can have both positive and negative effects on the teaching mission. Undergraduate students can gain valuable insight into research methodology working in labs as part-time employees or in an internship capacity. Working with researchers is particularly vital for graduate students planning for research-intensive careers. Yet in vying for research funds, colleges often use low-paid adjunct faculty and inexperienced graduate students to teach undergraduates, reallocating tuition fees and endowment income to support the research mission that potentially is moderately lucrative financially and adds to institutional prestige. Is robbing Peter (undergraduate students) to pay Paul (researchers) a wise policy?

Research, like nearly everything else in life, is subject to diminishing returns at some point, and the graphical representations relating to the marginal costs and benefits of the number of years of college attendance apply similarly to research. Shakespeare was an extraordinary writer with enormous insight into the human condition. But, after thousands of papers have been written, is there much that can be added? Are we perhaps better off having “only” 50 papers written annually on Shakespeare instead of, for example, 1,000? It is very difficult to predict in advance the contribution of a research effort—by definition, research is a quest for discovery, a venture into the unknown. Therefore, finding the “optimal” amount of research effort is going to be impossible to do with certainty.

Other University Activities: Who Should Perform Them?

Nearly all colleges and universities have significant operations that relate only tangentially to the dissemination and acquisition of knowledge. These activities, sometimes called “auxiliary enterprises,” include traditionally, especially on residential campuses, food and lodging operations of sizable magnitude. Why?

Aren’t universities in the knowledge business, not food or housing? It was traditionally argued that students, especially first-year students away from home for the first time, need some supervision, some limits placed on their behavior. Moreover, it is desirable to create a sense of community among students. The university that educates students has some control over them (by virtue of approving credits and issuing diplomas), so logically the university should discipline them. After a year or two of supervision and guidance, the students should be free to move into less supervised “outside” housing, or so it is argued.

Even if the reasoning above is broadly correct, it does not mean, however, that nonuniversity facilities cannot be used to house students—the in loco parentis dimensions of college can be maintained even within privately owned housing. There is some factual evidence (rapidly rising college room and board charges) consistent with the view that colleges use their monopoly power (they often insist students wishing to attend classes also buy their lodging and food services) to extract above-competitive-market rates from students.

Large universities often have conference centers and even hotels that provide rooms for campus visitors. Some schools are big time into the entertainment business, particularly institutions with highly commercially successful football and basketball teams. Intercollegiate athletics on the whole has become an increasingly costly enterprise that often detracts from the major academic mission and is occasionally the basis for corruption and even law breaking that is very harmful to the reputation of higher education, and thus I discuss this more extensively in chapter twelve.

For several dozen American universities, a substantial part of institutional attention and resources go to run hospitals and clinics associated with the university medical center (although often these operations are separated from other university activities for budgetary purposes). At some schools, the dollar magnitude of expenditures in the medical center activity approaches or even exceeds that of all other activities in the university. Historically, these hospital/clinic operations were rather modest appendages to the medical school, places where students could gather some experiences during their student days or later as residents. With the aging of the population and vast expansion of medical procedures to extend life, these clinical operations have become huge. Additionally, medical research sponsored by agencies such as the National Institutes of Health is often extensive.

It can be argued that universities have lost sight of their historic major mission: teaching students and doing research. University presidents and governing boards spend too much time on the periphery and not enough on the core. They worry about intercollegiate athletics, cost overruns in hospitals, renovating dormitories, and other issues that have virtually nothing to do with what the old Ford commercials called “job one,” in this case teaching and research. Should universities should take a lesson from some corporations that split themselves into two (or three) companies, each more focused on a smaller number of tasks, with cooperative arrangements between the universities themselves and newly formed sister enterprises with whom they have a business arrangement?

Conclusions—and a Cautionary Note

Many American institutions of higher education are highly complex organizations, performing a myriad of tasks. At many institutions, less than half the budget (sometimes far less) goes for the core activities of instruction and research. With the passage of time, universities have taken on new tasks—operating hospitals, opening conference centers and hotels, and so forth.

This is not entirely new—the nineteenth-century federal legislation creating land grant universities provided for county extension agents to provide agricultural assistance, for example, a function still provided throughout the country. Moreover, there are still many institutions where the focus is still on instruction, specifically community colleges, liberal arts colleges, and for-profit schools. It is worth noting that the liberal arts institutions, too, are uniquely American—the concept of a private school with 1,000 or 2,000 students offering very high quality bachelor’s degrees is almost unknown outside the United States.

In its annual rankings of best colleges (whose compilation I directed until recently), Forbes includes both liberal arts colleges and universities in the same list, and in 2015 the top two schools—Pomona and Williams colleges—were liberal arts institutions. Similarly, “junior colleges” evolved in the United States in the early twentieth century as a lower cost alternative to the four-year degree. American higher education has much diversity as to the quality, size, and mission of its institutions, and that means there are more choices available for consumers of higher education services.

Similarly, the concept of for-profit proprietary schools, while definitely not uniquely American, is well established in America. Hundreds of thousands of students attend institutions where the ultimate goal is to provide income for the owners of the school, but where a variety of useful skills are taught. Many students go to what some call “career colleges,” getting certificates upon demonstrating competency in certain vocational skills—fixing people’s hair, driving massive eighteen-wheel trucks, welding things together, assisting dentists by cleaning teeth, and so on.

Additionally, the mode of service delivery is changing in higher education. Increasing numbers of students attend online institutions, some of them privately owned and others not-for-profit, such as Western Governors University, the University of Southern New Hampshire, or the University College of the University of Maryland. These institutions, like the liberal arts colleges and community colleges, focus on learning—there are no student unions, recreational centers, or basketball teams. The expensive, complex multipurpose mega-university may be losing instructional market share to competitors focused on job one. The “private” and “public” university distinction sometimes becomes blurred, for example, when private companies specializing in online management and marketing contract with public universities over providing services.

Indeed, competition and choice are strengths of American higher education. Having literally thousands of service providers means students can find schools that meet almost any need—schools that are intensely intellectual, institutions that emphasize the socialization dimension as much as learning, schools that are large, schools that are small, schools with a religious orientation, a military orientation, and so on. You can even still attend all male or all female schools in America. Like Adam Smith’s “invisible hand,” American higher education historically has not been centrally directed—there is no all-powerful ministry of education mandating rules and regulations. That is changing somewhat—unfortunately in my opinion—as the US Department of Education attempts, with some success, to regulate and homogenize American higher education.7

Who is to control American higher education? The federal government? Thousands of individual institutions only loosely regulated by outsiders such as accrediting agencies or state and/or the federal government? Moving back to a consumer-funded model—where much of the cost of higher education is paid for by its beneficiaries—removes much of the rationale for outside oversight. It is a model that closely resembles the model used to produce and distribute most of the goods and services used in America, a model that has produced the economically largest and most productive society the world has ever seen.
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College Is Too Costly

Introduction

SUMMER 2015 POLLING showed that 69 percent of Americans agreed that “a world-class education is the single most important factor in determining not just whether our kids can compete for the best jobs but whether America can out-compete countries around the world.”1 When asked by Gallup in June 2015 about the quality of four-year colleges and universities, 22 percent ranked them “excellent” and 48 percent as “good” (although 24 percent said only “fair” and 5 percent “poor”). A December 2013 Gallup query found 70 percent of respondents saying a college education is “very important,” up from only 36 percent in April 1978.2

So, Americans generally think higher education is very important and of pretty good quality. Yet there are many who complain about it. Why? A Pew Research Center study shows that a majority of responding Americans in 2011 (57 percent) said that American higher education fails to provide good value for the money spent, and an overwhelming majority (75 percent) said that college is too expensive for most Americans to afford.3 So it is no wonder that if you were to ask Americans what their greatest criticism of American higher education is, it no doubt would be that “It is too expensive,” or “Tuition fees are rising unreasonably fast,” or some other variation on that theme. And that is why proposals to eliminate, freeze, or reduce tuition fees are getting a good deal of political attention.

In this chapter, we document the rise in the cost of going to college over time, mainly for the individual students attending, but also for society as a whole.

Increasing Tuition Fees

Historical evidence shows that the cost of attending elite American universities today is as high in relation to one’s income as was in 1840 for those paying the full stated tuition fee. Good continuous reliable data on fees is not available for the earliest periods of higher education, and the most authoritative measure of those fees, by the Bureau of Labor Statistics, begins only in 1978. However, reasonably good data have been collected by the National Center for Education Statistics from 1964. From admittedly limited data, I would roughly estimate that inflation-adjusted tuition fee increases from about 1910 to 1964 were in the vicinity of 1 percent a year. In Table 2–1, we show the trends in tuition fees over the 52-year period from 1964 to 2016.

Inflation was high early in this period and moderate after about 1985. Although the nominal increase in tuition fees declined over time, the inflation-adjusted increases surged from about 1.5 percent annually in the 1964 to 1978 period to well above 3 percent a year after 1978—more than a doubling in the rate of real tuition fee inflation. A minor caveat is in order. The 1964–1978 estimates are based on data published by the National Center for Education Statistics in its annual Digest of Education Statistics, whereas the data from 1978 forward were calculated by the Bureau of Labor Statistics. The earlier data are separated into private and public institutions, and I looked exclusively at four-year universities.

Note that there is a slight decline in the very high rate of tuition inflation in the last period. A breakdown of that period into two subperiods suggests that this decline may be meaningful (see Figure 2–1). From 2003 to 2011, real tuition increases exceeded 4 percent a year—a peak, I suspect for any period of eight years or longer since Harvard was founded in 1636. In the last five years, 2011–2016, the rate of tuition inflation fell well below the 3 percent level for the first time in decades. Data for 2017 and 2018 indicate the decline has continued.

Table 2–1. Higher Education Tuition Increases and Inflation, 1964–2016

[image: Image]

Sources: Bureau of Labor Statistics; National Center for Education Statistics; author’s calculations.

[image: Image]

Source: US Department of Labor; Bureau of Labor Statistics.

Figure 2–1. Real Tuition Increases, 2003–2011 Versus 2011–2016

There are two plausible explanations for the 2003–2016 changes. One is that state appropriations to colleges were falling over several years relating to the financial crisis in the 2003 to 2011 period, prompting unusually high state university tuition increases. The second is that tuition fees have grown so high that serious resistance to price increases is setting in—in technical terms, the price elasticity of demand for higher education is increasing, and the long-term increase in higher education demand itself is weakening.

There are, of course, different kinds of colleges: community colleges and four-year universities and colleges, and, within the latter category, schools classified as being for-profit or not-for-profit and as being public versus private. The general conclusion that the real (price-adjusted) tuition fees have risen over time applies to all categories (see Table 2–2). While the Bureau of Labor Statistics does not publish price indices for different
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