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Introduction

AMERICANS ARE BLESSED to be part of a national community that is exceedingly prosperous and generally considered to be a great place to live—millions want to immigrate annually to its shores—far more than the nation wishes to accept. Additionally, America’s vaunted economic exceptionalism is matched by a perceived excellence in higher education: American universities dominate the rankings of the planet’s greatest universities. This book concentrates on the second of these two examples of American exceptionalism. At the same time, however, I will argue that in many regards the collegiate experience in America has suffered a major decline in recent decades, and that its ability to reverse that decline is considerably weakened by massive subsidies, mostly from governments but some from well-meaning private philanthropies, subsidies that prevent corrections of poor performance and block innovation.

The American economy has flourished because of private property rights, the rule of law, and the operation of competitive markets. These have eased the entry into business by entrepreneurs with great ideas: it gave America great inventor-entrepreneurs like Eli Whitney, Thomas Edison, Henry Ford, John D. Rockefeller, Sam Walton, and, more recently, Steve Jobs, Bill Gates, Jeff Bezos, Mark Zuckerberg, and Elon Musk. But the economy has equally flourished because markets do not tolerate, at least for very long, incompetence, lethargy, and a failure to innovate to meet the changing tastes and incomes of the population. To succeed in America, businesses must respond to new technology and alterations in the economic environment or face possible extinction. Drawing on previous writings by German-speaking social scientists, including Karl Marx and Werner Sombart, the Austrian American economist Joseph Schumpeter famously introduced the concept of “creative destruction” in his 1942 book Capitalism, Socialism and Democracy. 1 Schumpeter observed that markets reallocate resources from unproductive to productive uses by destroying (through creative destruction) businesses whose failure to adapt to changing tastes, new technology, or altered prices of productive inputs leads to declining sales, an end to profitability, and, ultimately, bankruptcy or sale to a more dynamic and forward-thinking enterprise. American business enterprises must change with the times or face financial ruin.

Contrast businesses with universities. They too can fall on hard times if they are unresponsive to the changing demands of students, the impact of worldwide events like major wars and health pandemics, or even a waning interest in funding professorial research. But typically, third parties come to their rescue—governments allocate emergency funds, private donors respond to appeals for support. Some even have large endowment funds providing a steady income. Therefore, the “death” of a university is much less common than the “death” of a private business. This was vividly illustrated in the 2020–22 coronavirus pandemic. Many colleges faced sharply reduced tuition and other revenues and also enhanced costs, but the federal government came to their rescue, first under the Trump and then Biden administration, with large amounts of financial assistance. Indeed, universities can be considered institutions extracting what economists call “economic rents”: payments beyond those necessary to have a good or service provided. We return to this theme later in the book.

What all this suggests is that reallocating collegiate resources to new providers as older ones cease operations—and thus restructuring higher education—simply does not happen very much, because unsuccessful universities rarely die. (The forthcoming chapters provide more details.) Therefore, a stagnation in the movement of resources toward new ideas and the colleges and universities espousing them, and away from the less responsive schools, slows the pace of American higher education innovation.

This book explores the reality of this phenomenon and its implications for America. Its early chapters demonstrate the many current deficiencies of American universities; later chapters expand on the concept of creative destruction. It asks questions: Why do we subsidize universities through taxpayer-provided grants or private donor gifts while we do the opposite for most producers of goods and services and actually tax them to subsidize so-called public goods like education delivery or military protection? Why are universities given special status not given to other providers of useful services such as used-car dealers or fast-food restaurants? Why have well-intentioned federal programs such as government-guaranteed student loans had an impact dramatically different than was intended when the legislation was passed? How have state governments responded to the public desire for higher learning? Do the amounts and methods of supporting so-called public universities vary dramatically from state to state? The answer is yes, and the implications of that deserve some explanation.

The second part of the book looks for solutions to the problems arising from a lack of needed creative destruction in higher education. It argues that if universities were more responsive to markets and less able to count on bailouts from supporters including, especially, the state or federal governments, then market-based incentives would likely prod them into more closely emulating the behavior of their private sector counterparts. Can and should universities be made at least a bit more like profit-making private sector businesses? (The short answer is yes.)

One option would be to simply create new universities to compete with existing ones; in the context of K–12 schools, Andy Smarick argues that creating new schools works better than reforming old ones. 2 That option, although sometimes useful, does not deal with the fundamental problems arising from government loan and grant programs providing bailouts. Moreover, our system of accreditation poses barriers to entry and innovation that also need to be reformed. (Do we even need accreditation?) Radical changes that amount in effect to privatizing state universities are also possible. Less substantial but still real changes could make state institutions more responsive; for example, high-tuition models could offer prospective students new forms of private financing of their education (like income-share agreements). Moving to a voucher/scholarship approach is discussed in chapter 8. In chapter 7 other measures are evaluated, including requiring universities to share in the cost of loan forfeiture if they accept a lot of mediocre students who drop out or fail to repay their student loans. In the current vernacular, schools need to have skin in the game. Other moves to restrict barriers to increased competition include reforming or even eliminating accreditation.

Reducing government bailouts would have other benefits. For example, schools would be forced to concentrate on job one (educating students and perhaps expanding the frontiers of research), thereby cutting unnecessary expenses. Salaries for diversity, equity, and inclusion bureaucrats, an expensive administrative cost, might be largely eliminated along with other forms of administrative bloat. Perhaps academic tenure would be reevaluated, along with a reassessment of capital expenditure needs or perhaps even the desirability of subsidizing intercollegiate athletics.

In short, higher education in American can be substantially changed, and where the benefits of doing so exceed the costs, it should happen. Americans, for example, on average spend sizably more educating a college graduate than do Canadians, but are American college grads markedly superior to those in our neighbor to the north? We are probably not getting as much bang for the buck as we can, and this book explores ways of altering the way we do things in order to use higher education to improve the public welfare.

This book came about after some brainstorming with a mostly like-minded group of scholars at a little retreat organized by the Independent Institute on the Monterey peninsula of California in early 2023. A small group was discussing ways to rethink higher education when I blurted out, “We should encourage Schumpeterian ‘creative destruction.’” The idea resonated with the scholars present, so I announced, “I am going to write a little book about it.”

This book is not my first or even second book done under the Independent Institute’s auspices, the others spearheaded by the founder of that organization, the late great David Theroux. The prime movers there for this book include Graham Walker, Mary Theroux, Williamson (Bill) Evers, Rob Ade, and Christopher Briggs. Especially helpful toward the end was Phil Magness, one of the most energetic and brightest younger scholars in America today, now ensconced at the Independent Institute. Three student assistants—then 16-year-old high school student wunderkind Nicholas Jadwisienczak and Ohio University students Josiah Jennison and Elliott Winkler—did a variety of things this mostly computer illiterate writer could not do. Some marginally incoherent babble was banished from this book and immeasurably improved by copyeditor Karen Seriguchi, superbly overseen by Kathleen Curran, the Independent Institute’s managing editor. And I appreciated the tolerance of Karen, my wife of fifty-six years standing, as I worked madly to complete this project.


1

Higher Education Is Failing! Ten Cardinal Sins

WRITING A FEW years ago, I took nearly four hundred pages to describe the many problems of American higher education. 1 In this book, we will necessarily severely condense that analysis, only tangentially discussing many issues confronting colleges and universities (for example, the high cost of, and other issues associated with, intercollegiate athletics). Let’s list and briefly discuss just ten of the issues (“cardinal sins”) here, demonstrating that American higher learning has serious problems, ones needing addressing sooner rather than later.

The Problems of American Universities

First, enrollments have been falling (see table 1.1). Indeed, enrollments have consistently fallen since 2011, despite a slowly rising American population. This decline is unique in American history. Note the steady and substantial increase in enrollments in the last quarter of the last century and the first decade of this one. Then note the steady decline after 2010. We have annual American enrollment data since 1870, and although the declines are not unprecedented, never have the number of students shrunk continuously for over a decade, in a period of mostly general prosperity and no major wars requiring the military service of younger Americans. A part of the drop for a couple of years (2020–22) was related to the COVID pandemic, but a meaningful rebound did not occur as soon as the health crisis receded. A growing number of young people are “just saying no” to college, apparently believing that the gains from attending school are likely to be less than the costs. It is interesting that in the last few years enrollments were rising in Canada as they were falling in the US.

Table 1.1 US college enrollments, 1975–2022




	Year

	Total fall enrollment




	1975

	11,184,859




	1990

	13,818,657




	2005

	17,487,474




	2010

	21,019,438




	2014

	20,209,092




	2019

	19,630,178




	2022

	18,525,035






Source: National Center for Education Statistics, Digest of Education Statistics, table 303.10, accessed June 3, 2024, https://nces.ed.gov/programs/digest/d22/tables/dt22_303.10.asp.

Note: Enrollment for 2022 is estimated.

Adjusting for the growing US population, the recent decline in college attendance appears even more striking. In 1975, about fifty-one of every one thousand Americans were attending college, a proportion that grew by one-third, to sixty-eight per one thousand in 2010. The 2022 proportion was less than fifty-six per one thousand. Over 73 percent of the gain in the proportion of Americans in college between 1975 and 2010 was lost with the 2.5 million enrollment decline after that date. College enrollment rates (the percentage of recent high school graduates aged 16 and 24 in college) declined from over 70 percent in 2009 to 62 percent in 2022. 2 Moreover, the enrollment decline was concentrated largely in male students, suggesting that collegiate policies of recent vintage have turned off men in particular. Is there perhaps even a “war against men” raging on college campuses?

Although colleges attract persons of widely different ages, the overwhelming majority are younger Americans wishing to extend their education beyond high school. One popular explanation for the declining enrollments in recent years is that birth rates are falling. It is true that in some sense Americans are witnessing a “birth dearth.” Yet the decline in enrollments from 2010 to 2022 is not primarily explained by that phenomenon. The majority of undergraduate students attending college in 2010 were born between 1988 and 1992, while those attending school in 2022 were mostly born twelve years later, between 2000 and 2004. In the earlier period, the annual average number of births in the United States was 4,061,000, almost identical to the number (4,060,000) in the later period. 3 To be sure, other demographic factors affect enrollment, such as the proportion of students outside the traditional 18-to-22 age group, but there is little indication that dramatic changes here are a dominant factor in the observed enrollment decline. Similarly, changes in the inflow of foreign students are only a secondary factor in the observed enrollment stagnation.

Second, public support of, and confidence in, higher education is low. Polling data from several sources consistently make this point. The most recent polling at this writing was done in early 2023 jointly by the Wall Street Journal and NORC (formerly, the National Opinion Research Center). A solid majority (56 percent) of respondents to the 2023 poll agreed that college was “not worth the cost because people often graduate without specific job skills and with a large amount of debt to pay off.” Only 42 percent said college was worth the cost. 4

Two additional facts make that polling data disturbing for those concerned about the future of American universities. First, the numbers highly valuing higher education have been in steady decline. In 2017, 49 percent said college was worth the cost; in 2013, a solid majority (53 percent) did while only 40 percent said it was not worth the cost. Every year, roughly 1 percent more of the US population adopt the position that college is not worth it. Additionally, younger Americans, specifically those aged 18 to 34, who have the most recent personal college-related experiences, were generally less likely to think college was worth it than older groups.

Polling by others is broadly consistent with the Wall Street Journal/NORC findings. For example, a 2022 poll by Public Agenda shows that Democrats have more positive feelings about the worth of higher education than Republicans or independents. But even among Democrats, some 40 percent agreed that “a college education is a questionable investment because of high student loans and limited job opportunities.” 5 The Public Agenda study found other differences worth noting, including a sense that community colleges are better investments and create better opportunities for low-income students.

Traditionally, state colleges and universities, educating the large majority of college students, have enjoyed a fair amount of independence from supervision by the governments that at least nominally “own” them. The last several years, however, have seen a surge in state legislative efforts to impose various controls on universities. Why? I think the polling data clearly point to the answer: as satisfaction with universities declines, politicians believe they can gain popularity (and job security) by imposing constraints on what public schools do. This is particularly true in large Republican-leaning states such as Florida, Texas, and Ohio, as the data indicate that Republicans tend to be particularly skeptical of the positive benefits of contemporary American higher education.

Third, unpopular ideas are often suppressed or ignored. 6 Universities provide a presumably neutral forum for evaluating and disseminating ideas. Indeed, they are “marketplaces of ideas.” Their effectiveness is severely reduced if some ideas are not allowed to be discussed, or when one feels afraid to express an opinion. In the late nineteenth and early twentieth centuries, it was widely agreed that Germany led the world in the quality of its universities because of unfettered research exploration. Yet the rise of Nazism in the 1920s and especially 1930s led to an abrupt decline, because some of the best and brightest luminaries of the German intelligentsia fled the country because it was downright dangerous to express oneself freely (of course, this was particularly true of Jewish scholars). Consequently, Germany went into a serious scholarly decline. Is something similar happening in the United States? Stories of the oppression of ideas on American campuses are many—let me illustrate with just four celebrated examples from the last decade.

Beginning in the 2015–16 academic year at Yale, students participated in a Halloween celebration. A politically correct university apparatchik sent out a message to students urging them not to wear offensive costumes, such as feathered headdresses or turbans. Erika Christakis, an associate master at Silliman College who was also a liberal Democrat, sensibly argued: “Whose business is it to control the forms of costumes of young people?” This led to an uproar, especially among minority students demanding the resignation of Ms. Christakis and her distinguished husband, Nicholas, the master of Silliman and a physician and sociologist. The spineless Yale president, Peter Salovey (still reigning many years later), met with a group of protesters, where he allegedly proclaimed, “We failed you.” After some more harassment, the Christakis couple resigned their positions at Silliman College (although Nicholas continues to work at Yale). Free expression lost out to wokeness.

Amy Wax is (as of this writing) the tenured Robert Mundheim Professor of Law at the University of Pennsylvania Law School. Penn wants to fire her. 7 Is she incompetent or guilty of such clear transgressions as a theft of property, a failure to teach classes, or sexual harassment? No. The holder of degrees from Harvard, Yale, Columbia, and Oxford, Professor Wax is both a lawyer who has appeared at least fifteen times before the US Supreme Court and a physician. She once won a prestigious prize for teaching. She is being censured for her opinions—her right to free expression. She has glorified the values of Western civilization as well as those of mid-twentieth-century America. She has made uncomfortable observations, such as that black law students on average do poorer in class than white ones. In short, she is an outspoken conservative woman. Law School dean Ted Ruger told a group of students that “she pisses me off.” So he initiated a move to fire her (not fully resolved at this writing). Professor Wax appears to be being punished for holding views outside the currently fashionable woke academic mainstream.

Moving to the West Coast, the Stanford University chapter of the Federalist Society invited US Court of Appeals judge Stuart Kyle Duncan to speak at an event in early 2023. At that event, a diversity, equity, and inclusion (henceforth DEI) administrator spoke up and egged on protesting students who decided that this presumably conservative-oriented jurist should not be allowed to speak and prevented him from talking—the modern collegiate cancel culture, or “heckler’s veto,” at work. The administrative apparatus at Stanford effectively suppressed free speech and expression. To be sure, Stanford’s president apologized and said it was unacceptable conduct, but the damage was done, and wokeness and the suppression of ideas triumphed over free inquiry and expression.

Let’s move to the Midwest and away from elite schools. In April 2023, Professor Scott Gerber of Ohio Northern University was accosted by campus security officers while teaching, hauled out of his classroom, and asked to leave campus. He was told to resign or face being fired for lack of “collegiality.” 8 Professor Gerber was easily the most noted scholar at the Ohio Northern law school and has been a popular teacher as well. Although not told what was really wrong with him (other than allegedly possessing a feature shared by many professors, a lack of collegiality), he has in fact been publicly criticizing many actions within the university, such as its overt disdain for intellectual diversity. He apparently just does not fit in with the opinions of the Ohio Northern administration.

All these incidents and others have led students with a right-of-center orientation increasingly to self-censor: to keep quiet to avoid being ostracized or harassed by left-leaning students or faculty. 9

Fourth, intellectual diversity is declining. Not only are the opinions of a considerable number of academics being suppressed, the very community of academics is increasingly less diverse in its perspectives on life. 10 In particular, the overwhelming majority of faculty teaching in fields where public policy issues are an important part of the intellectual milieu (the social sciences in particular, but also some of the humanities and fine arts disciplines) are on the left politically. That is not a new phenomenon, but one that has markedly intensified over time. It is not uncommon to find English or sociology departments, for example, where 100 percent of the faculty are registered Democrats. I once met an Ivy League sociologist who said he was a Republican and was so surprised that I asked for his autograph! A recent survey of over three hundred faculty in five academic units at Yale University (the departments of economics, political science, history, and philosophy, and the law school) showed almost twenty-four times as many registered Democrats as Republicans—two of the five surveyed departments (economics and philosophy) had no Republican professors. 11 A 2021 survey revealed that “fully 7 in 10 conservative American academics say they self-censor in their teaching, research or academic discussions.” 12 Professors are afraid to be heard.

In occasional meetings of conservative-oriented professors, I often hear and also give this advice: Don’t be too vocal in expressing your opinions until you get tenure. Publish relatively noncontroversial research that does not call too much attention to your conservative orientation. In effect, for career advancement many conservatively oriented professors feel a need to self-censor, to keep their opinions to themselves, an extremely regrettably circumstance in academic communities that flourish from a free and civil exchange of ideas. Surveys by organizations like the Higher Education Research Institute at UCLA and others show a marked leftward shift in the faculty, increasing the reluctance of the few conservative or libertarian faculty to speak up.

I would note here that faculty members are increasingly wards of the state. Governments heavily subsidize universities, including so-called private ones, and thereby the salaries of the faculty, providing incentives for faculty to generally favor bigger government. Moreover, particularly when Democratic administrations dominate at the national level, top government officials are often chosen disproportionately from the faculty and administrative ranks of top universities, with elected politicians depending on those faculty for advice. These faculty members and administrators typically also make meaningful financial contributions to political campaigns.

Colleges and universities, of course, could mitigate the lack of intellectual diversity on campus if they wanted to. In the long run, that would involve ending the harsh discrimination against certain viewpoints—not letting the political orientations of prospective faculty members deter them from being hired—and indeed, considering a greater political diversity in the faculty as a virtue needing addressing. Also, campuses could enormously increase their intellectual diversity by welcoming visitors with myriad points of view. Instead, lectures by conservative spectators are sometimes disrupted by protesters trying to suppress alternative viewpoints. Administrators should, but seldom do, harshly discipline those trying to impose their views on others inappropriately.

Fifth, the cost of college is extremely high for both students and the broader society. From about 1840 to perhaps 1978, the tuition of American college students rose roughly 1 percent a year annually after adjusting for inflation. Commentators during that period and later noted that higher education is a service industry with a large highly skilled labor component that cannot easily be replaced with machines, as was the case in industries like auto manufacturing. As labor productivity in America generally rose over time, so did wages, including those of professors. According to this view, higher education is inherently subject to rising costs even after adjusting for general inflation. 13

But even if this is true, it does not explain the sharp acceleration in tuition fees in the four decades after 1978—to roughly 3 percent a year after inflation adjustment. As a consequence, college costs went from slowly falling as a proportion of family income (say between 1940 and 1978) to increasing as a burden on family finances. In the earlier period, inflation-adjusted college costs rose 1 percent in a typical year, but incomes rose 2 percent because of productivity advances in the economy. College became a lesser burden, so college enrollments soared. In 1940, only about 5 percent of adult Americans had college degrees, whereas four decades later the proportion had about tripled. In recent decades, however, as tuition fees rose 3 percent a year and incomes were still rising only 2 percent annually, tuition and related fees became a growing proportion of family spending. 14

A newer, and to my mind a better, explanation for the more modern rise in the costs of college was provided by a former US secretary of education, William Bennett, in a New York Times op-ed in 1987. 15 The Bennett hypothesis, as it is sometimes known, asserts that the huge growth in federal student financial assistance programs have led to a sharp increase in college costs. As schools see that their students, even relatively low-income ones, can easily borrow the money needed to pay tuition fees, they aggressively raise their prices. Without this federal assistance, sharp increases in fees would lead to a large decline in applications for admission, something schools felt they wanted to avoid. With federal assistance, student demand grows and becomes less sensitive to fee changes (in economist parlance, “demand becomes more inelastic”). Some research suggests than perhaps 60 to 65 cents of every new dollar of federal aid was captured by the schools through higher tuition fees. 16 These revenues helped fund a huge surge in administrative personnel at schools, discussed below.

As the demand for higher education among prospective students fell for a variety of reasons in the last decade, the ability of colleges to raise fees has weakened, perhaps reversing the forty-year trend toward reduced college affordability. The COVID pandemic of 2020–22 dramatically affected demand, and unusually high federal subsidy payments have further blurred what the current long-term trends are. Nonetheless, as of this writing, college is costly by historical or international norms.

Sixth, college students often do not learn much. Colleges sometimes fashion themselves as “learning communities,” places where students leave with greater knowledge, maturity, leadership qualities, and virtue than when they entered. Colleges are where boys become men, girls become women. But above all, colleges are where students learn: at the conclusion of their university education they should know more about the world than when they entered.

Despite their role in measuring and increasing knowledge, colleges typically know (or at least report) relatively little about their success in enhancing academic achievement. Nonetheless, some data suggest that not much learning is going on. Roughly 40 percent of those entering college full time fail to graduate in six (not four) years. Time-use surveys suggest college students spend remarkably little time on academic pursuits. 17 Some testing results suggest shocking deficiencies in literacy among college students. The lack of standardized testing at the time of graduation is unfortunate but perhaps reflects the desire of the educational establishment to disguise the meager gains in knowledge over costly college careers. Decade-old data suggest that the critical learning and writing skills of college seniors are little better than those of freshmen. 18

Seventh, colleges are overwhelmed by administrative bloat. Pick fifty college professors randomly from the thousands of colleges in the United States. Some will come from elite private schools, some from research-starved community colleges, others from typical midquality state universities. Almost certainly nearly all of them would agree on one thing: there are too many college administrators, to the point they impede the ability of faculty to effectively teach and do research. Historically, it made sense for specialists to deal with the needed functions that college administrators performed—keeping and validating college transcripts, registering students for courses, disciplining unacceptable student behavior, maintaining the buildings and grounds, and so forth.

Over time, the ratio of administrators (broadly defined to include most nonteaching white-collar campus personnel) to faculty has risen substantially, reducing the proportion of resources going to job one—the dissemination and creation of knowledge. I once got remarkably good statistics for my own typical state university, Ohio University, and noted that in the 1970s, when the data began, it employed about twice as many faculty members as administrative personnel. Today, there are more administrators than faculty. That has been the trend nationwide, as is demonstrated in greater detail in a later chapter. At least in part, the growth in administrative staff may reflect an overproduction of PhDs: some who are unable to get teaching positions simply became administrators, often in newly minted DEI or student affairs positions.

Aside from the issue of inappropriate resource allocation, I sense that control over university activities has moved away from heavy faculty involvement; instead, the faculty at many schools are merely hired hands. Even though a university is utterly impossible without faculty, it can exist (perhaps not optimally) with only a modest administrative staff. The administrative staff often lack the dedication and sometimes even the competence to deal with the main function of institutions of higher learning: the creation and dissemination of knowledge. 19

Two groups of administrators in particular have contributed to the fundamental problem of a decline in the free-wheeling expression of ideas on campus: DEI personnel and those associated with student affairs offices. As stated above, they often operate in direct opposition to the principles of supporting a vigorous and free-ranging discussion of alternative viewpoints in an atmosphere of civility. Fifty years ago, most schools had only a handful of what we today call DEI administrators, if any. A recent survey of sixty-four schools, mostly public, that are members of the Power Five athletic conferences, showed that the average school had over forty-five DEI personnel—the University of Michigan had 163! 20 Similarly, massive numbers of student service personnel and Title IX administrators have contributed immensely to widespread reports of the denial of due process and basic fairness to students accused of sexual misconduct. 21

Eighth, access to higher education among the poor has declined. Federal financial support for America’s colleges and universities has seen an explosive growth over the past half century or so, a majority of it related to allegedly promoting greater access to higher education. The vast federal assistance programs—subsidized student loans, Pell Grants, PLUS loans for parents of students, work-study programs, and so on—are almost always touted as promoting greater access to higher education for those from lower-income groups. Racial preferencing in various forms, especially admissions and outsized grants for HBCUs (historically black colleges and universities), has been designed to promote access given the lower average incomes of major racial minorities such as African Americans and Hispanics.

Yet for all that, the proportion of Americans attending college coming from the bottom quartile of the income distribution is likely less than it was in 1970. In forthcoming chapters, I talk about how the federal college student financial assistance programs, especially student loans, have led to higher tuition fees, with the colleges and their staffs capturing the majority of the benefits ostensibly designed to help lower-income students wanting to attend college. High sticker prices have scared off many low-income students, but fewer high-income ones, from applying for college.

Raj Chetty, a Harvard professor who won a MacArthur “genius” grant and received tenure at the age of twenty-eight as well as the prestigious John Bates Clark Medal from the American Economic Association, has, in association with others at top universities (especially recently John Friedman and Nathaniel Hendren), studied the impact of colleges on income mobility and equal opportunity. Chetty and several associates have concluded that, contrary to what many proponents of government support envision, many of the so-called elite schools are heavily dominated by students from wealthy families and higher education does not serve as a great catalyst for income mobility and achieving the American dream. 22

Although many other things have changed as well, standard measures of income inequality suggest a widening of that inequality during the past four decades—a period of enormous growth in higher education participation. The proportion of adult Americans with college degrees has nearly tripled. At the same time, the proportion of income held by the top 5 percent of earners has increased. This is consistent with the notion that higher education promotes an aristocracy of sorts. Rather than help the poor rise up the economic ladder, government subsidies arguably work to diminish the American dream by expanding a rent-seeking class of affluent academics and their friends.

Ninth, the rate of return on college investments is decreasing. Although academics love to argue that colleges serve the broader society, most students expect that the considerable financial cost they incur will be worth it. In part, of course, going to college has a “consumption” dimension: students look forward to having fun, making new acquaintances and having experiences that make the college years among the best in a long lifetime. Still, surveys show that students and their parents look at college as a tool that helps assure a comfortable middle-class (or better) life. In the parlance of finance, college attendees expect a reasonably high rate of return on their considerable investment.

On the face of it, the evidence seems to suggest that getting a college degree is probably a good investment. After all, the median earnings of adult graduates with a four-year (bachelor’s) degree in America are about twice as high as for those with just a high school diploma. 23 Over a lifetime of work, college graduates on average earn roughly a million dollars more than those with just a high school diploma—far more than the costs associated with getting a college degree.

Yet those statistics disguise some inconvenient truths that indicate college is a distinctly riskier investment than the rosy earnings data suggest. First, I repeat that close to 40 percent of college students attending school full time fail to graduate in six years. Moreover, statistics compiled by the Federal Reserve Bank of New York suggest that close to 40 percent of recent college graduates are “underemployed,” meaning they work in relatively low-skilled jobs typically filled by high school graduates—as home health care aides, baristas in coffee shops, workers in discount retail stores, and the like.

Moreover, the use of averages disguises the reality that not all college graduates are “average.” Students in differing majors earn vastly different salaries. A recent study showed that four years after getting a bachelor’s degree, majors in computer science or operations research averaged over $100,000 in earnings, while the average chemistry major earned a much more modest $56,168, and music majors a meager $34,643—less than $18 an hour for someone working a full 2,080-hour year. 24 Almost as important as the field of major study is the school attended. The average graduate of an Ivy League school earned well over double the earnings of graduates of many lower-reputation state universities or liberal arts colleges.

Moreover, while most discussion of the advantages of college stress the income advantages of a college degree, the rise in income for college students has been accompanied by rising student debt—not faced by those with just a high school education. As a consequence, the wealth advantages (wealth being the accumulation of assets—what you are worth) of a college degree have been declining. 25

Tenth, colleges are bad at optimally using the human and physical resources at their disposal. I am writing this late on a Wednesday morning in May. Of the thirty-two faculty and graduate student offices on the floor of my academic building, just three (including mine) are occupied—less than 10 percent. By four o’clock, I expect the number will be one (me). This is not atypical of American academia. Students go to school at most thirty-two weeks a year. What happens to classrooms and lecture halls the other twenty weeks? To put it mildly, they are vastly underutilized. Schools have library stacks that are rarely visited, dormitory rooms that are empty about four months each year, and so on. And many football stadiums get perhaps ten days annually of significant use, as the teams today often practice in indoor air-conditioned facilities rather than on the playing field.

But the underutilization of resources is not confined to the physical plant. Even more egregious is the underutilization of staff. I would note that faculty members at my school are grumbling because they are expected to teach up to six classes a year (three each semester). They may be in class for nine hours weekly for thirty or so weeks a year—less than three hundred hours. Add in several hours weekly for class preparations and grading papers and examinations, and a bit more for student advising. The typical faculty member can do all that in thirty-five hours weekly for thirty to thirty-two weeks a year, maybe eleven hundred hours total—far less than the typical full-time professional worker averages in the American economy. My colleagues will scream: we are doing research! That is true to some extent for many, some of whom do put in long hours in laboratories or libraries. But a large number are working maybe forty weeks a year for thirty-five hours a week, much less than the typical doctor or lawyer spends on professional activities. And a majority of faculty, despite protests to the contrary, do not produce more than one article or project or so a year.

Perhaps the ultimate and most important underutilization of resources is that of students. Because of grade inflation and other modern academic mishaps, students don’t study very hard, and they take four years to complete a bachelor’s degree that in many places (such as Oxford and Cambridge Universities) is finished in three. Society loses one year of valuable human resources (college grads) because of the leisurely pace they take to earn a bachelor’s degree.

In this author’s judgment, American campuses these days exhibit a pronounced anti-male sentiment. 26 Enrollment statistics seem to support that. Although sixty-two of every hundred persons of college age are attending institutions of higher education, only about fifty-seven men do, compared with sixty-six women. 27

Moreover, many campuses fail to maintain their buildings—paint is peeling, windows and roofs need replacing, and so on. Why? Faculty and staff want resources to spend on themselves, but buildings cannot speak, so their needs often go unattended, which ultimately proves costly as they then need to be replaced or remodeled in a much more expensive way than if they had been conscientiously maintained. Building maintenance is boring, unexciting, while planning and building new structures is bold and exciting.

Conclusion

This tour d’horizon of American higher education is necessarily incomplete. I could spend far more time lamenting the peculiar American tradition of spending billions of dollars on collegiate ball-throwing contests having little to do with higher learning. I could have lamented how the granting of academic tenure is often exceedingly costly and prevents needed resource reallocation. I ignored professional and graduate education. Why do we have humanities students spending six or eight years obtaining a PhD only for them to get a low-paying job having little to do with their field of study? Virtually all the basic subjects in law (e.g., torts, administrative procedures) are taught in two years—so why do we require three years for law school? Why don’t we completely redo the way we assess educational quality, doing away with accrediting bodies that try to enforce academic cartels that are monopolistic and anti-innovation?

Enough for now of complaining about the deficiencies
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