Financing the American Public Resear ch University:
L essons from an I nternational Per spective

D. Bruce Johnstone”

Abstract This paper examines the financing of the AmeriPaiblic research university
from an international comparative perspective. Atftee identification of worldwid
trends in the funding of research universities,gaper suggests that the American public
research university has enjoyed a financial rolessth-in spite of erratic and generally
declining state taxpayer support—and endeavorsctoumt for this observation. The
paper posits five structural factors that have ¢entb insulate the American public
research university—relative to universities elsekgh in advanced industrialized
countries—from the vicissitudes of state fundimgluding a greater ability to tap tuition
fees, philanthropy, and governmental research igidihe paper also makes what will
be more arguable cases for the generally greatdagogical productivity of the
American research university as well as the adggntd more viable and less costly (at
least to the public taxpayer) alternatives to theearch university for academically
talented and ambitious secondary school graduates.

Higher education is an expensive enterprise, apeaally so with universities
throughout the world that may be classifiedresearch, or classical, universities. Such
institutions feature the most advanced study agtidst degrees, multiple faculties, and
an emphasis on scholarly research. By the 2000eQarClassification, some 261 US
institutions of higher education are classifiedDagtoral/Research, signaling a commit-
ment to graduate education through the doctoradeasrarding at least ten doctorates a
year in each of at least three disciplines. Jugr mne half of these universities are
classified asResearch Extensive, awarding 50 or more doctorates a year acrossrl1l5 o
more disciplines. Typically (although with some exceptions), the i or so of these
American research universities will spend at |esE50 million a year on sponsored
research, mainly from the federal government. Rerhaost significant, the faculty of
such universities are rewarded (i.e. via appointmpromotion, low teaching loads,
compensation, and status) overwhelmingly for tle@intributions to rigorously peer-
reviewed scholarly production of new knowledge eatthan for their teaching.
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Worldwide, the number of higher educational ingitins that can reasonably be
calledresearch universities is difficult to estimate. This difficulty in pais because so
many universities (or their leaders or faculty,tleir leading citizens and politicians)
wish their university to be so classified—everisfgenuine research commitment and its
scholarly production is minimal—and are insultedhi& designation is not freely given.
The distinction between genuine research and dthers of universities is also difficult
because of variations between countries in the nolatire of the highest degree
awarded, in the scholarly expectations upon thaltfiagcand in the kind of resources that
can made available—especially for inherently expenscientific research and even
more especially in countries that are middle and income, and where international
scholarly connections are limited by cost and laggu Notwithstanding these
difficulties, a very rough estimate might be 12@01500 universities throughout the
world that might be labeled (generously)yesearch universities.?

Such universities are expensive, whether the esgpemeasured per-student or
per- unit of research output, or per unit of leaghn{however the latter two “units” are to
be measured). These expenses are due to seveoasfac

» The cost of faculty time, as research is laboriaugd requires low teaching loads
and a costly faculty / student ratio if the faculiytruly to have time to conduct
first-rate research.

» The cost of the faculty themselves, as the markettdp scholars in many
disciplines has become global, pushing up salatiésast in the disciplines where
there exists some international scholarly mobgisywell as possibilities of grants
Or SpPoNsors.

 The very large and steeply escalating laboratony eguipment costs dbig
science, such as genetics, cellular biology, engineeramyd other physical and
life sciences.

* The cost of attracting the top students and supmpthem through the lengthy
doctoral and post-doctoral programs.

. This paper addresses the financial future ofribeeasingly costly American pubic
research university within the increasingly glotsatting of the research university
worldwide. More specifically, | will attempt to eblgn why the US public research
university is as financially robust as it is—rel@&tito public universities in other
advanced industrialized countries—in spite of tlearntotal absence of direct federal
financial support to our public universities and spite of a notoriously ungenerous
political culture (again, relative to other advamdadustrialized countries) at the state
level for the support of all of our tax supportedtitutions.

2 The UK Times Higher Education Supplement in 2004, published one of the first attempts aoadwide
ranking of research universities, ranking a “tof®’26n the bases of peer reviews, faculty scholarly
citations, and the internationalization of bothittieculty and their student bodies. Thirty two,1d

percent of these “top universities, were Ameridathere are between 200 and 250 US universitiat th
might appropriately be callegsearch universities in a world context, and if the United states werbave
approximately 15 percent of such institutions waitie, then a very approximate range would be 1200 t
1500 (probably at the outside) true research usities in the world. Times Higher Education Supplement
November 5, 2004, pp. 4-5.)



Discerning international trends

Presenting a list aforldwide trends in the financing of higher education seems like

a good place to begin, although there are dangesemething so simplistic and even
presumptuous as the enumeration of discerned trémdise first place, it is necessary to
suppress the temptation to perceive as actuallpdrapg that which one mainly wishes
were so: the all-too-familiar conflation of a geslér agreed upon reform agenda with a
reasonable prediction of what will actually be. $hhe tendency to predict and to view
astrends, for example, such developments as increasingtaiteto the undergraduate

student, or the blurring of the boundaries betwtbertraditional disciplines, or increasing

connections between university, business, and gowvent, or a diminishing correlation

between one’s higher educational attainment anccititemstances of one’s birth — all

because these tend to be on the reform agendaslinég) leaders, governments, and
parastatal organizations throughout the world.

The second danger in a depiction of internatioreids in higher education is the
tendency to see things through a cultural lens @ to see similarity and even
convergence where reality is so much more complex and fredyefil of subtle but
profound differences. For example, | have been lwagcfor year, with fascination, the
halting and deeply-contested steps throughout Eutoward auition fee: part of a shift
in the costs of higher education from an overwhegreliance on the public taxpayer to
costs that arshared. But shared with whom? In the American contexyigon fee rests
on the bedrock assumption of expected parental contribution—at least to the limit of
what can reasonably be expected through a comnaoifiable test of family financial
means or need. However, what we in the United States too of@htb recognize is the
peculiarity, especially to a Scandinavian, of tlssuemption that a college or university
undergraduate student should be treated fasaacially dependent child rather than the
young adult that the Swedes consider him or her to be. Theafasniversity instruction
in Scandinavia is assumed to the responsibilityhef State—and the parent’s role is
finished with the high taxeost-sharing to the Swedes, then, does not mean parents
facing a tuition bill but students facing the quitensiderable costs of living with
assistance neither from the government nor fronr t{h&rents but rather with student
loans. This is a little different from Germany, wdehe costs of instruction are still
thought to be the responsibility of the state, thetcosts of student living are assumed to
be the financial responsibility of the parent, jlilst in the United States—with the added
encouragement that the German child can take hiioparents to family court if they
do not provide this expected support.

There are other differences, both legal and cultudniversity students in
Continental Europe are generally a year or two rofdan the traditional age American
student. In many countries, they have earneidta to university admission by virtue of
their academic high school diploma: no SATs, cdlegplications, “safe schools,” or
anxious waits by the mailbox in mid-April for theyng German with his or hebitur
from the gymnasium.

The Australians have further obscured the finanaaponsibilities of the parents
and students by pioneering the device of chargitgiteon fee which for most students
will never be seen, nor consciously paid for, bilt e withheld from their paychecks
(with interest), deducted by their employer alonghvthe deductions for income taxes,



health insurance, and pension contributions. Th&tsSkave adopted a similar system,
and the English (with Wales and Northern Ireland fao behind) are scheduled to do
likewise—replacing their current UK tuition fee, wh is detested by the politically
active student leadership and their faculty andigraentary allies on the far political left,
with an additional student debt burden—which sesmm®ehow, albeit puzzling to an
American, to be more politically palatable than thigon fee it will replace. The point is
simply that a system of higher education with uhdeg costs very similar to the
American research university is still embedded ioudural and political context. The
notion of parents being financially responsible &rleast some of the costs of their
children’s higher education, at least through thdargraduate degree and at least to the
extent of their measured ability to pay—which iewed by as American as entirely
appropriate and equitable—is not necessarily seovede by other countries that we
believe in most respects to be “just like us.”

Worldwide trendsin the financing of higher education

However, with these caveats about the pitfallshiea tiscernment of worldwide
trends, | will still venture to observe the follavg seven.

1. Increasing financial austerity: The first of these “megatrends” is increasing
financial austerity, brought on by the divergingjéctories of sharply rising costs and
slowly rising (or even declining) revenues, espécirom the government. Higher
education is relatively expensive everywhere assalt of its fundamental underlying
production function: both labor and capital inteesibut with great resistance to the
substitution of capital for labor, as well as thelicit need to assume the costs of student
living as an inescapable part of the cost of higitkrcation, as least where living at home
with parents is not a realistic option (as it i2 momost of the world, with enormous
distances and few higher educational institutioAgcording to the principle ofising
relative costs in the productivity resistant sectors of the economy, this means that the
normal, or default, trajectory of unit costs ovieng will be something in excess of the
rate of increase of unit costs in the economy gilyerthat is, in excess of the measured
rate of inflation. And where the potential enrolime (or in US parlance, the potential
number of courseredits) is also rising rapidly, with the number of secandschool
graduates legitimately aspiring to higher educagpoopelled by the twin “drivers” of
increasing populations and increasing higher edutalt participation rates of this
increasing population, the rate of increase oftthal financial needs of higher education
systems will be far in excess of the rate of inseeaf economic output generally or of the
state’s likely tax capacity.

This does not mean that higher educational ingiitst everywhere will actually
spend at this rate of increase; in fact, far fronRather, this underlying cost trajectory is
what the needs will be. In the absence of commatalyr increasing revenues—
especially in higher educational systems overwhajhyidependent on government—the
resulting financial squeeze will be manifested, daample, in declining faculty salaries
relative to salaries generally, increasing instamgl workloads, overcrowded
classrooms, declining expenditures on books aneroimstructional equipment, and
increasingly deferred maintenance and deterioratfdhe physical plant.



The only way for this scenario to be otherwise—ul&sof enormous and
continuing increases in higher education’s shartawfrevenues or increasing shares of
these increasing costs picked up by parents astiiddents—is for there to be the kinds
of continuing productivity increases that we asatecwith the goods-producing sectors
of the economy. The greatest potential for highducational productivity increases
might be in those higher educational systems, ghdse throughout much of the
developing and post-Communist worlds, that disptayy high faculty/staff to student
ratios. These high ratios, in turn, are due to anlboation of small institutional
enrollments, long first degrees, the absence dfuasonal traditions of self-learning
(and the resulting over-dependence on the lecturleérning), and the political difficulty
of downsizing. Thus, there would seem to be themda! for productivity increases at
the margin of enroliment expansion in at least soimiese transitional and developing
countries. However, it is also in these systemsh(exception of Russia and some of the
former European Soviet republics) that the numhbarsqualified secondary school
graduates (that is, higher educational aspirants)irecreasing most rapidly and also
where the curricular needs are changing most mgpréndering much of the faculty
obsolete and calling for so much costly change fodteep up. In the end, unrelenting
austerity brought on by this combination of hightwosts, a high rate of unit cost
increases, and increasing enrollment pressureddsfihancial condition of higher
education throughout most of the wotld.

2. Increasing enrollments and participation: A second “megatrend’—clearly
exacerbating the consequences of the first—is lgreatreasing higher educational
participation—or as the Europeans say, the “masdibn” of higher or tertiary
education. This is not simply, as some sources Isayause the increasingly complex
nature of the modern economy demands educatiomdey® secondary level—because
it almost certainly does not, at least not for ggae. Rather, the demand for education
beyond the secondary level seems to feed uporf:itded more of a young adult
population that is highly educated and that seamsate an edge in the queue for the
limited number of what are perceived to be good jabe more parents will demand for
their children education through the academic sgagnlevel and the opportunity to be
educated beyond. This pressure will be politicailpported by those who perceive—
and who find morally unacceptable—the seeminglyersal linkage between higher
educational participation and success, and theossmmnomic or ethnic/linguistic status
of the family.

It may be of some interest to Americans to speeutat the saturation point of
higher educational participation. Already, manyticide US higher education for being
excessively accessible: open to virtually all whil wome, almost without regard to
academic preparation or even interest. Nowhere ielske world can one earn credits
toward a baccalaureate degree with less prepardiean with failure, a student can
return to the same institution or to another &lilown the academic pecking order to try
again. And yet, we are so convinced (rightly in wigw) of the difficulty of predicting
academic success, of the socioeconomic and culiiasés of the traditional indicators of

% The only exception that comes to mind is an indift advanced country with a stable populatiossle
than 4.5 million, an acceptance of very high taxes] huge offshore oil deposits owned by the statet—
there is only one Norway!



academic preparedness used to screen entrantseincotuntries, and of the intolerability
of mistaken exclusion, that there is little intérgsthe reversal of this open and highly
accommodating system. For all practical purposgsem@ for those countries already
with high participation rates and diminishing unisiey age populations (Japan and
Russia come to mind), higher education seems @estongrow—with all of the financial
needs, and thus with the generally adverse finhimsaications, so implied.

In light of our focus on the American public res#atJniversity, it is important to
note that these enrollment and financial pressthemughout most of the world have
been concentrated on the research university— veglieonly minimally by the
development of less costly kinds of tertiary ingtdns that might feature shorter degrees
and more instructionally-productive faculty. A sdand element of the traditional higher
eduction reform agenda alluded to above, pusheaihistries of most countries and by
parastatel organizations such as the World BanKpismore of the so-calledion-
university forms of institutions, more akin to the US comntyrgollege or even the
public comprehensive college. It seems obviouhéoexperts that the classical research
university, created to expand knowledge and toteai elite of scholars and advanced
professionals for long periods of study, shouldim&easingly less appropriate at the
margin of a rapidly expanding higher educationatem.

The German Fachhochschulen, the Dutch HBOs, the FrencHnstitutes
Universitaires de Technologie (IUTs), some Japanese and Korean community calege
and other non-university technical institutions égwovided this kind of alternative,
tertiary-level institution. And yet the pressurer fmatriculating into the classical
universities continues almost unabated. Some degnsuch as Italy and Spain have
resisted the pressure for alternative kinds of é@igbducational institutions altogether,
and the UK has even backtracked, turning all offtmmer polytechnics—which prior to
1997 were in a very different world from the unsides—into universities. The most
vivid extension to US higher eduction is the cab€alifornia, where in-migration has
created a bubble of more than 500,000 potentialtiaddl public higher educational
aspirants if the state is merely to maintain thmesdevel of accessibility as it had
achieved through the 70s and 80s. If the formabsabf the much-touted California
Higher Education Master Plan are to continue talhekith 12 %2 percent of the high
school graduating class to be accommodated in érteeoCalifornia’s nine research
universities—there would have to be added reseantversity capacity for more than
60,000 additional undergraduates—presumably in t@ddito all of the graduate
programs, research laboratories and advanced profes schools that constitute, far
more than undergraduates, the core mission ofeearch university. It is not clear that
California, or the world, needs that much additimesearch university capacity—nor is
it even likely that the California taxpayer will ¢j@ to pay the cost. And this is
happening in a state and a country that featurdgimy the best non-university
alternatives in the world for entering higher edigrastudents.

3. Cost-sharing: A third worldwide trend ighe diversification of revenue sources
from heavy (in some countries virtually exclusivd®pendence on the government, or



taxpayer, to being shared with parents, studefite shifting of higher educational costs
to parents and/or students can take many form, asic

the adoption of tuition fees when there were pnestip none (as in the UK in
1997 or most recently Austria in 2000);

very sharp increases in tuition fees (well in escefthe rate of inflation) where
they have become commonplace (as in the US overasiedecade and one-half);

charging more nearly break-even fees for food addihg that may hitherto have
been highly subsidized by the state (all of thenditéonal, or post-communist,
states);

the elimination, diminution, or even therosion by freezing of student
maintenance grants (as in the UK in the late 19®0wvost of Eastern and Central
Europe since the collapse of the Communist reginesd-to a degree in the US
in the shift from grants to loans);

the introduction of supposedlyon-instructional fees, such as application,
graduation, student services, technology, or actsss all of which carry the
political advantage of not having to call théumtion fees (as in Ireland, Italy, and
France, and the public universities of many USespat

the charging of fees only to students who fall hdhin their expected progress
toward the degree (as in some of the German Lander)

the restriction of tuition-free higher education—termedgovernmental
sponsorship—to an academic elite, thus preserving the pretefsieee higher
education while being able to charge tuition feesstudents who fall below a
certain cut-off on the official entrance exams factice common to many post-
Communist countries, as well as several countnidsaist Africa); or

an improvement in student loan recovery rates wiangrease in the rate of
interest or an improvement in collections (whenedstt loans are integral to
higher education financing, as in US and Canada).

This shift is not without struggle and ideologicahtestation. To the economist, the

rational is relatively straightforward: cost sharrespecially with the support of means-
tested grants and generally available student led@msnore efficient as well as more
equitable. But a less politically and ideologicalyntestable, and perhaps more powerful,
rationale is the increasingly widespread beliet tfavernments either will not or cannot
increase tax revenue sufficiently to meet all of thther needs (e.g. elementary and
secondary educational needs, public infrastructpublic health, energy, defense, and
environmental restoration) and still have enougft wver to meet all of higher
education’s needs without having to turn eithgpacents or to students or both.

* See D. Bruce Johnstone, “Cost-Sharing in HighercBton: Tuition, Financial Assistance, and
Accessibility” Czech Sociological Review, Vol. 39, No. 3, June 2003, pp. 351-374; reprintedohnstone,
D. Bruce,Financing Higher Education: Cost-sharing in International Perspective. Boston: Boston College
Center for International Higher Education; and Batam: Sense Publishers, 2006, pp. 3-31; alsoeon th
Web site of the International Comparative Higheu&ation Finance and Accessibility Project retrieved
June 30,2006 athttp://mww.gse.buffal o.edu/org/IntHigher EdFinance>.



4. Other forms of other-than governmental revenue: A less politically contested,
but also less financially lucrative, supplementatiaf governmental revenue are two
forms of revenue raising that are both attractiaglp because they are neither taxes nor
are they tuition fees. The first is the selling fatulty services: what Burton Clark
(mainly admiringly) calls theentrepreneurial university’ and what some politically
critical faculty have calledicademic capitalism.?® It is not the fact, but the scale and
importance, of supplementary revenue from facultg anstitutional entrepreneurship
that are new to universities around the world. Heevethe financial relief brought by
these activities is uneven and not without dowrsside

Another trend, in which the American public univgrss clearly the trend setter, is
philanthropy—that is, gifts from university alumnfifriends,” corporations, or
foundations. The rest of the world looks with awehe philanthropic success of the US
public research university. However, successfuldfuaising takes time, money, and a
favorable legal (tax) and cultural environment.b&st, successful philanthropy can make
a substantial positive contribution at the marginegtiently leading the institution in
ways it might not have gone in the absence of théamthropy. While interest in
philanthropy is a clear trend, most observers dbaxpect it to make a substantial
difference in most countries; certainly, philanfwacannot replace government in most
of the countries of the world, and financially, ig almost certainly less financially
significant than revenue supplementation by tuifes’

5. Private colleges and universities: Still another worldwide trend, driven largely
(but not entirely) by fiscal austerity and the i of governments any longer to
support the voracious appetites of public highercation, is theise of private colleges
and universities. These have long been fixtures in the US, Japgaewiere in East Asia,
and Latin America, with private enroliments accondie®ing more than one-half of
tertiary enrollments in Philippines, Japan Korewldnesia, India, Columbia, and Brazil.
In the 1990s and since, private institutions halg® arisen in the post-Communist
countries and even in Africa. Most often, they afehe so-calleddemand absorbing
variety, featuring low-cost, high-demand academrogmms with many part-time
adjunct faculty, frequently operating out of spegatal space and emphasizing only the
instruction that sells, with no attempt at schdigrs academic governance, or other
features dear to the US and European acadefhiEse growth of these institutions is
fueled less by any perceived qualitative supesioof the private sectors in most
countries, but rather by the programmatic rigiditief in-country public systems,
including the political inability to charge tuitiofees, quotas on the admission of
governmentally-sponsored students, and the inabnabf faculty to maintain their
lucrative part-time teaching jobs in the emergingaie sectors.

® Burton Clark,Creating the Entrepreneurial University: Organizational Pathways of Transformation.
Oxford: Elsivier Ltd for the International Assod@t of Universities Press, 1998.

® See Sheila Slaughter and Larry Leshieademic Capitalism. Baltimore: The Johns Hopkins University
Press, 1997; and Sheila Slaughter and Gary Rhivties,Academic Capitalism: Markets, States, and

Higher Education. Baltimore: The Johns Hopkins University Press, 2004

" D. Bruce Johnstone, “University Revenue Diversifian through Philanthropy,” an address to the ahnu
meeting of the International Conference on Highgudation (ICHE), Luxembourg, August 26-28, 2004.
8 See théProgram for Research into Private Higher Education at the State University of New York at
Albany: < http://www.albany.edu/%7Eprophe/index.htnretreived June 30, 2006.



6. The privatization of the public sector. Arguably as or more significant than the
growth in the number of private institutions of Ingg education is the privatization in
more and more countries of their public institusoAside from the growth of tuition and
other fees in the public sector, this privatizatim@y include separate tuition-paying
tracks of students, such as is found in Russiaahdr former Communist countries,
other forms of fees as mentioned above, and thdramimg out of certain non-
instructional services such as food and lodging,fauiliar to US public research
universities.

7. Management and budget reforms. Related to the privatization of the public
universities throughout the world is a range ofnges—most would call them reforms—
in the relationship of the public university to thtate. Most of these are variations on the
themes ofdevolution andinstitutional autonomy. | had the (mainly) good fortune to be
serving as a college president and then as themyshancellor when the state of New
York finally began granting some autonomy both e system and to the individual
campuses of what had, through the 1980s, been tis¢ appressively regulated public
higher education system in the United States. NedaeVught, and colleagues at the
University of Twente’s Center for Higher EducatiBolicy Studies termed this a move
from statesupervision to statesteering, and have documented its growth within what had
been the ministerially dominated institutions apstems of Europ@.

Increased institutional autonomy is seen by many asixed blessing. Faculty,
particularly in financially stressed countries asgpecially in departments and disciplines
that have little to offer on the open academic ragrinay fear their deans and presidents
or rectors more than they fear the state or thastmn Some perceive the granting of
more autonomy as part of a devil’s transactioncipased at the prices of even less tax
support. And others are fearful of the growing uefice of market forces: whether of
what they perceive to be a loss of academic quatitymerely with a loss of their former
freedom and insulation from supervision and accahifity. But financial hard time
usually does increase the power of management—ekd gr for ill.

The Financial Strength of the US Public Resear ch University

This international comparative perspective giveswvay not only to examine the
relative financial strength of the US public reskauniversity, but also to assess the
sources of this strength. | am going to suggest &tructural features—that is, quite
beyond America’s great wealth, and even beyondcilmeent level of governmental
contributions —to account for the financial stréngff our public research universities
relative to the financial strength of universitedsewhere in the world.

1. Substantial and continuing tuition support.

No country in the world comes close to matchingiméed States in the amount of
tuition fee revenue that is collected for its pahlniversities—successfully, consistently,
and with relatively little political dissent. In eéhlatest year for which the US National
Center for Education Statistics higher educatidimancial data are published, which is

® See, for example, Guy Neave and Frans VanVugtst, Gavernment and higher Education
Relationships: Accross Three Continents: Winds of Change. London: Pergamon Press, 1994, and the
CHEPS Website (January 2005) at: http://www.utwehteheps/.



2000-2001, US public research universities (“dadtextensive”) collected tuitions and
fees in excess of $14.3 billion—a figure that, ight of the substantial tuition increases
of recent years, is probably in 2005 approaching iflion.*° According to the annual
poll of the College Board, the average tuition &es at public four-year colleges and
universities was $5132, and the average of theipuesearch universities would have
been considerable high€rFour factors account for this quite extraordinaojume of
private revenue flowing to public universities—eaast relative to the rest of the world.

First, the US family has accepted the appropria®io¢ contributing to the costs of
their children’s higher education, including cobtriions to the costs of instruction (that
is, tuition fees) in amounts ranging from a lowaodund 25 percent to a high of nearly 40
percent of actual per-student costs of instrudionn-state undergraduate students of the
public research universities. This is in part doghe historic role played by the largely
tuition-dependent private higher education sectothe United States; many parents
either paid themselves (or their parents paid)af@rivate higher education, or at least
know someone who has paid, such that even if theycacomplain about the high and
rising cost of tuition in what used to be a very lwition public university, most believe
themselves to be fortunate to be getting a quhlgier education for their children at far
less cost than their neighbor may be paying forgei tuition.

A second reason that the relatively high tuitioesfen the public sector remain
compatible with the ideal of higher educational emsibility—that is, the belief that all
young people otherwise prepared for a higher educahould be able to attend some
public college even if their parents are unablefford any financial support—is the
existence of an extensive and successful systemeetl-based grants and generally
available student loans. The total volume of finahassistance (that is, both grants and
loans) in the 2003-04 academic year was in excE§4 1.5 billion—most of it need
based? While federal and state financial assistance bneftudents in private
institutions and public two-year colleges, onedtof the Federal need-based Pell grants
and 43.5 percent of the subsidized federally guaeghloans went to students in the
public four-year colleges and universities. Itrisetthat an increasing amount of financial
assistance imon need-based forms of aid—or flows to families of siderable means
but with children in very expensive private colleged universities—and while it is also
true that an increasing portion of the federalririal assistance is in the form of loans
rather than grants, and while the accessibility8fhigher education clearly depends on
the willingness of parents to contribute as muchthes reasonably can and for the
student to be willing to work and save part timel &m borrow (or both), in the end US
higher education can still be said to be accessiliteout regard to family financial status
at least for traditional age young persons williagttend a low-cost public college. This
fact clearly contributes toward the easing whathnigtherwise be the kind of intense
opposition to tuition fees that we observe in nudsthe rest of the world. And the facts

1 National Center for Education Statistifgest of Education Statistics 2004 Table 333, Current
Revenues of Public Degree-Granting InstitutionsSbwrce of Funds and Type of Institution, 2000-2001
retrieved on June 30 2006 frduttp://nces.ed.gov/programs/digest/d04/list_tabkess.

" The College Boardlrendsin College Pricing 2005. New York: The College Board, 2005. [Available
on-line athttp://www.collegeboard.com/proifétreived June 30, 2006.]

2 The College Boardlrendsin Sudent Aid 2005. New York: The College Board, 2005. [Available kme
athttp://www.collegeboard.com/proifétreived June 30, 2006.]
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that an increasing portion of financial assistaiscen the form of loans and that these
loans are only minimally if at all subsidized (atttht the defaults rates have been
successfully driven down, further lessening thereegof governmentally subsidy)
contributes to the highest recovery rates in thddwan generally-available student loans

A third reason that tuition fees have been mordipally acceptable in the United
States than in other parts of the world (aside fttbin fact that politically the United
States is considerable more market and privateoisectented at least compared to
Europe) is that fact that public higher educatiothie United states is the province of the
fifty states rather than the federal governmenteréfore, there is never the matter of
public sector tuition fees on the national polititable, as there is, for example, with
matters such as national health insurance, orIseecarity or a federal minimum wage.
And for that same reason, there has never develthpgedind of politically influential
national student union, typical of European cowstin which matters of tuition fees are
very national and very much dominate the agendheohational student organizations.

2. Public university philanthropic support

US higher education received some $23.9 billioptafanthropic support in fiscal
2003. What is significant to the focus of this pajgehat more and more of it is going to
public colleges and universities—and especiallyh public research universities. For
example, nine of the top twenty university recipsewere public universities or public
university system&® Furthermore, there were in 2004 some 24 multi-yeapital
campaigns with goals in excess of one billion dsllal3 of which were at public
universities or systents.Finally, of the 39 institutions of higher educatim the United
States with endowments in excess of 1 billion atevsEthese endowments are held by
public universities or university systerhs.

Successful higher education philanthropy in thetédghStates takes four
essential factors, or features. The first is weadtid the more unevenly distributed the
easier is the philanthropy—or at least the vergdagifts that tend to make up the major
part of any philanthropic campaign. Second is fabte treatment of charitable giving,
such as income tax deductibility of philanthropantributions and the full deductibility
of appreciated capital gains, which provide in @ffe substantial governmental
contribution—almost amatch—to philanthropic giving. The third feature of sessful
higher educational philanthropy is institutionappaort at the university level, including
cultivation of alumni and friends, solid record ke®y and research, the involvement of
leadership, and volunteers. Finally, successfuhérgducation philanthropy on behalf of
public higher education requires an acceptance of it®rtapce and its appropriateness
and of the belief that leaving the financial suppof higher education entirely to

13 Council for Aid to Education (2004) as reported’lme Chronicle of Higher Education Almanac “Top
fund-Raisers 2002-3" August 23, 2004.

14 Kellie Bartlett, “Updates on Billion Dollar Campaig at 23 Universities,The Chronicle of Higher
Education, October 6, 2004.

154717 College and University Endowments, 2002-@htonicle of Higher Education Facts and figures,
July 6. 2004. [Chronicle Website July 200dp://chronicle.com/prm/daily
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government not only places the entire burden orattezage citizen but still, under most
circumstances, leaves higher education under-futfdled

3. Support of basic research through universitiesrather than stand-alone institutes

The channeling of most governmentally supportedcbeesearch in the United
States thorough universities rather than throughkthd of stand-alone research institutes
found in, say, FranceCentre National de Recherche Scientifique), Germany (TheéMax
Plank Institutes), or Russia (thécademies of Science) has been an extraordinary source
of financial strength to US research universittesth public and private. The granting of
most of this support through limited term, peerieesed grants has sharpened the
competitiveness of the researchers. Finally, theisten to award full indirect costs,
while adding to governmental costs, has made alleusities financially able to compete
on a level playing field and is the major reasontfee competitive success of the US
private research university.

4. A generally cost-effective pedagogy.

This assertion is contrary at least to journalistied political conventional
wisdom, which would portray the US research unitgr@nything but cost-effective. In
further support of the contrary notion, the US jpubésearch university by international
comparison spends lavishly. However, much of thaitlvseems lavish in comparison to
universities elsewhere is in the arena of studentices: student activities, advising and
counseling centers, intramural and intercollegéteetics, residential campuses, and (by
international standards) well maintained buildinBesearch university faculty are paid
well (again by international standards) in partdase salaries are generally high in the
United States, and also because research uniesrgitithe United States are intensely
competitive, and compete by salary offers—impossiblcountries with national salary
scales.

But my assertion of the relative instructional eefectiveness of the US public
university refers to the fundamental underlying duction function: essentially the
combined scholarly and pedagogical output or dffeness per faculty member. The
scholarly cost effectiveness of the US public research usityeis high in part because of
relative rigor of the promotion and tenure policiasd the competitiveness of the
American research academy. Tinegtructional cost-effectiveness is due to four factors,
each peculiar to US research universities:

1. the well-established and highly cost-effective devof the large lecture supported
by smaller discussion sessions led by graduatéitegassistants;

2. pedagogical traditions of papers and other indepeindut-of-classroom learning
assignments that encourage substantial self legrnin

3. the bachelors degree being awarded on the basiscoéssful passage of 30 to 40 or
more course modules, which, in contrast to the glieg European system, keeps

'8 See D. Bruce Johnstone, “University Revenue Difieasion through Philanthropy,” an address to the
annual meeting of the International Conference @hét Education (ICHE) in Luxembourg, August 26-
28, 2004.
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students working throughout the semester insteadestly cramming for year-end
exams; and

4. the resulting institutional mobility of the US skrt which, in combination with the
fierce competition for the “best” students, whiclotimates the American public
research university to attract and retain evernr thedergraduate students in a way
not found in the European university.

One might point to universities throughout the woslhere both the faculty loads
and the student faculty ratios are higher, andctimapensation much lower—suggesting
a high level of efficiency. However, while it is ggble to label a Russian or an Italian or
Spanish university “productive” on the basis of wéigh student faculty ratios, such
universities might not be considered tr@fficient, based on the amount and quality of
scholarship and learning. Thus, in spite of theytepand political misconception of
public universities as both ineffective and ina#i, it is at least arguable—based on
real scholarship and learning added—that the USiquésearch university is far more
pedagogically cost-effective than it is generalleg political credit for.

5. Sector balance: the viable US non-university undergraduate alternatives

One of the major cost drivers mentioned aboveasirtBistence of undergraduate
students in most countries on entry into the reseaniversity—in spite of the efforts to
channel some into less costly non-university aieves. This insistence on university
entry is especially the case with academically &imis students who aspire to advanced
degrees or entry into one of the elite professguth as law or medicine. Particularly in
the European Continental model, students desiamg dr medicine, for example, or a
Ph.D. in a discipline have no realistic option otttean immediate entry after secondary
school into a research university. Other than Feandere the Grandes Ecoles and even,
perhaps, some of the IUTs, are fully respectaltitratives to the university for the most
academically talented secondary school graduatéboggh neither is any less
expensive), in no other country does the acadelyitalented and ambitious student
have a good non-university alternative—except far tnited States. Again, the reason
seems to be largely structural, and not at allroged for the purpose of providing less
costly alternatives.

One of the most distinctive features of Americaghler education is the nearly
total separation of the undergraduate bachelorigrede from graduate and advanced
professional degrees. Not only is medical and |eglaication, for example, placed after
the completion of the bachelor’s degree, but undelgates are very often advised to go
elsewhere for their advanced professional or mastePh.D. degrees even when they are
receiving their bachelor’'s degree from a researthansity that has the desired graduate
or advanced professional programs.

It is what | have elsewhere termed the “baccaldaréavide™’ that has made

possible the uniquely Americadlite baccalaureate college. This institution, whether

"D, Bruce Johnstone, “The International Compardsitely of Higher Education: Lessons from the
Contemplation of How others Might See Wslitures Forum 2003: Exploring the Future of Higher Education.
Washington DC: Forum for the Future of Higher Edioteand the National Association of College and
University Business Officers, 2003, pp. 45-48.
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private or public,is able to offer not only a fine educational expede, but also an
undergraduate experience that does not in the ¢easpromise admission into the most
elite graduate and advanced programs. In shorg dnly in America that the most
academically talented and ambitious secondary $atodents can elect to attenaehan-
university—admittedly an academically elite, and frequenttivate, college—and still
aspire to an academic program and a career in mediaw, business, or the academy
itself. It is even possible in the United Stateetder a minimally selective two or four-
year college—at great savings both to the family emthe taxpayer—and transfer after
several academically successful years to a reseamorersity as an upper division
undergraduate, or to a more prestigious baccaleoedlege, and then to a university for
graduate or advanced professional work.

Critics of American higher education almost alwalam that all institutions of
higher education are aspiring to be “like Harvard Berkeley.” But, like much
conventional criticism, this charge, while not vath foundation, is greatly overdrawn.
While US colleges and universities are very awardaheir place in the myriad of
institutional rankings, and while institutions aimdlividual faculty almost always aspire
to be (and especially aspire to be perceived bgrstto be) a little more academic and
scholarly, this does not mean that most four-yedieges expect or even necessarily
want, to transform themselves into research unitessIn fact, whileacademic drift will
always be present and needs always to be curbedjrilled states may have one of the
most institutionally and sectorally diverse systeshkigher education in the world. And
to the focus of this paper, this sector diversityady takes some of the enroliment
pressure—and in so doing a good deal of finanaredgure—off of the most costly form
of higher education, which is the research uniwgrsi

kkkkkkkkkkkkkkkkkkkhkkhkkik

| began this presentation with the observation thigher education is a costly
endeavor and the research university especiallisst of us who have been connected
to this enterprise have long felt financially bejeared, and understandably so, especially
in recent years as most states have withdrawnupgast. But there remains a financial
strength to the American public research university spite of our growth and in spite
of state funding that seems almost never to keepvitip its share. This paper has
examined this financial robustness relative to asde universities in other countries. |
have made a case for several distinctive structieatiures of the US public research
university that may help to account for what isache to the advantage of the state
taxpayer, if not always to those of us within th@s#titutions. If these factors bear up
under further scrutiny, they will constitute anatiheason for all of us from time to time
to examine our own system of higher education fram international comparative
perspective.
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