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25 Ways to Reduce the Cost of College

Section One: Use Lower Cost Alternatives

#1: Encourage More Students to Attend Community College

Community college enrollments have grown considerably over the last half-century, reflecting a
general increase in demand for postsecondary degrees seen in this period. However, little
attention is given to the fact that community colleges have quietly gained not only in
enrollments, but in public institution market share as well. Community colleges held a 34
percent market share among public institutions in 1970, steadily escalating to 46 percent in
2007. The rising costs and debt loads associated with four-year institutions have subsequently
decreased the opportunity cost of attending community college. That is, achieving higher wages
by attending a four-year school is growing less profitable as a student is required to pay more
out-of-pocket, take on more debt, and forgo years of employment. The benefits community
colleges offer to the student are numerous and range from cost savings to scheduling flexibility,
while public benefits include fewer tax dollars spent per student and positive externalities for
local economies.* Community colleges provide an alternative to those who wish to continue
their education at a lower cost, with fewer entry requirements, and often with a higher level of
convenience, while reducing the mounting costs to the taxpayer.

Community College Trends

Community Colleges got their first big boost in 1947 when the Truman Commission aimed to
increase educational opportunities after high school by establishing a network of public
community colleges around the country with little or no direct cost to the student. Additionally,
military education assistance, such as G.I. Bills, work to promote higher education attainment
among veterans who often opt for community colleges over traditional four-year schools. In the
years since, their scale and scope has expanded. Dual enrollment options (where students take
a class that counts for both high school and college credit) are becoming increasingly popular,
with a large proportion of these students enrolling through two-year colleges and universities.
Economic downturns are also believed to attract many students to community colleges, acting
as a more affordable route to higher education at a time when money is tight and jobs are
scarce. In 2007, 6.3 million students enrolled in community colleges in the United States,
representing 34 percent of all undergraduates, and 46 percent of all undergraduates at public
institutions. Community college enrollments have shown a steady average increase of 5.2
percent annually since 1963, compared with 2.6 percent at public four-year institutions.’

! Economic Impact: Houston Community College Regional Economic Growth and Investment Analysis (Houston
Community College).
? United States, National Center for Education Statistics, Digest of Education Statistics (Washington: NCES, 2007).
3 .

Ibid.

®
Sy,
& TR 3
¢
¢ cCAp
3 &
3 &
%, R
%, &
) o



Center for College Affordability and Productivity

Figure 1.1: Public Institution Enrollment Trends: Two-year vs. Four-year
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Benefits of Community Colleges

Community college proponents cite a multitude of advantages in favor of two-year education,
with a focus on five main points. First, community colleges provide postsecondary education at
a fraction of the cost of their four-year counterparts. Students at public two-year institutions
save, on average, $4,183 in tuition over public four-year institutions, and $22,741 when
compared to private four-year schools.* These numbers are particularly significant when
extrapolated to four or more years of postsecondary education. This tuition differential has
resulted in a substantial difference in debt accumulation between two-year and four-year
students. A Department of Education survey showed that during the 2003-2004 academic year
64.5 percent of students graduating from four-year institutions took out student loans, and
they borrowed an average of $18,417. Conversely, only 29 percent of students attending public
two-year institutions took out loans averaging only $8,805 in debt.’

* 2008 Annual Survey of Colleges (The College Board, 2008). Figures obtained by subtracting average published
tuition and fees for public two-year schools ($2,402), from that of public four-year ($6,585) and private four-year
(525,143) schools. These relative annual savings amount to $4,183 between public two-year and public four-year
schools, and $22,741 between public two-year and private four-year schools.
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25 Ways to Reduce the Cost of College

Figure 1.2: Public Institution Tuition and Fee Trends: Two-year and Four-year
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Second, of the thirty fastest growing occupations listed by the Bureau of Labor Statistics, only

half actually require higher than a two-year degree.® Four of the remaining fifteen require an
Faad20AFSQa RSANBS | a | LINBE NBthedah thakitgSndT 2 NJ S Y LI
three require a postsecondary vocational award. Examples of positions available without a four-

year degree include medical assistants, veterinary technicians, and dental hygienists.

Third, community colleges often allow for a smoother transition between high school and four-
year colleges. This is due to a number of different characteristics intrinsic to community
colleges. Professors at these institutions are rarely invested in outside academic research, a
requirement at most four-year colleges, and subsequently have more time to spend with
students.” Flexible scheduling allows students to design a schedule tailored to their personal
needs. Community colleges tend to schedule fewer students per class, allowing for greater
student-teacher interaction.?

® United States, Department of Labor, Occupational Outlook Handbook, (Washington: BLS, 2007).
7 United States, Digest of Educational Statistics, The Condition of Education, (Washington: NCES, 1992).
8 L.

Ibid.
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Community colleges cater to those students wishing to transfer to a four-year school by
offering general education credits at a lower cost. Community colleges enable students
academically ineligible for traditional four-year institutions to pursue a degree. Open
enrollments at most of these schools allow students with low test scores and/or GPAs to
continue to further their education. This benefits not only the student, but the community as
well. Individuals who graduate from community colleges are believed to be less likely to require
unemployment insurance, as employment prospects are enhanced, and are also believed to be
less likely to be incarcerated.’ Additionally, transferring from two-year to four-year schools
seems to be a growing trend in higher education. While these transfer rates are notoriously
difficult to measure, the main problem being competing definitions of transfer, the Department
2F 9RdzOlI GA2y Qa mdpd SadAYlFrisSa akKz2g GKIG we LIS
colleges formally transferred to four-year institutions.'® This percentage is likely to increase
considerably in the future as the tuition gap between two-year and four-year schools continues
to rise.

Fourth, community colleges are ideal for individuals seeking vocational or career-oriented

degrees. Not only do community colleges offer postsecondary degrees at a lower cost, but
manyalsocoy T SNJ OSNIAFAOI A2y Ay FAStEtRa GKIFIG R2 y2i
design and cosmetology. Two-year colleges allow students to save money while spending less

time on courses that are irrelevant to their desired career path.

Fifth, community colleges appear to provide substantial positive externalities to local

economies. Community colleges spend the fewest dollars per student of any sector in higher

education, equating to less money spent by taxpayers. While the exact amount of savings varies
significantly by location, estimates by NCES indicate that public expenditures per full-time

equivalent student (FTE) at community colleges are roughly one-third the amount of their four-

year counterparts.11 These tax savings are most evident when comparing two-year institutions

to the first two years of a four-year institution, as spending per student is more comparable

during these years. In addition, students who graduate from a community college realize a

higher overall salary and therefore contribute more taxes than prior to receiving a degree. In

Hnny>S AYRAOGARdzZ-fa gAGK Fy aa20AFrdSQa RS3AINBS
school graduates with no postsecondary education earned $591 per week. Additionally,
unemploymentamongthosS $A G K |y | 3a20A130SQ4a RSAINBS I gSNI
that of 5.7 percent for those with no college education.*? This higher overall salary combined

with lower unemployment can also lead to savings in government welfare and unemployment

expenditures, as well as an increase in regional business productivity.

° Economic Impact: Houston Community College Regional Economic Growth and Investment Analysis (Houston
Community College).

% United States, Department of Education, Answers in the Tool Box: Academic Intensity, Attendance Patterns, and
_F OKSt 2 NDa 5 S@akdon: Déptiiof A, 03B y (i

" United States, National Center for Education Statistics, Digest of Education Statistics (Washington: NCES, 2007).
2 United States, Department of Labor, Current Population Survey (Washington: BLS, 2008).
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25 Ways to Reduce the Cost of College

Limitations of Community Colleges

Those opposed to community college implementation cite four key flaws. First, community
colleges have historically seen lower graduation rates than four-year colleges. Although
community colleges spend fewer tax dollars per student, lower graduation rates mean more
money spent on students who will not receive a degree. A handful of community college
students take courses with no intention of receiving a degree.

Second, some education analysts believe community colleges may divert students from

2001 AYyAy3 o6 OKSt2NNRa RSINBSaAP ¢KS | NBHdzZYSyid A&
four-year schools instead choose community colleges, and are less likely to ever get a bachelors

degree. A 2009 study by Tatiana Melguizo and Alicia C. Dowd acknowledges the effect, but

shows it to be drastically overestimated.™® Which type of school to attend varies by the

individual on the basis of budget, academic proficiency, and other external circumstances, thus

a one-size-fits-all approach to two-year (and four-year) institutions is problematic.

Third, credits earned at community colleges do not always transfer to four-year institutions.
Retaking, or waiting to retake, courses which do not transfer over can deplete any and all cost
savings amassed by attending a two-year school and can, in some cases, actually create higher
expenses for the student (and taxpayer) than if he or she had originally attended a four-year
college or university. Although a small number of initiatives have been introduced to smooth
the transfer process, it remains a barrier for many students.

C2dzNII KX O2YYdzyAate O2tfS3aSa R2 y20 2FFSNI GKS «a
of two-year education argue that this is not the objective of community colleges, a few

O2YYdzyAlle O2ffS3Sa KIS |ft NBIRe o0Swazy 2FFSNRAY
programs, such as Miami Dade College. However, there is little doubt that non-academic

experiences rank high in student expectations, and community colleges are often derided for

lacking student meeting areas or providing a sense of community.

Increasing Community College Enroliment

Encouraging community college enrollment can be done in a number of different ways. First,
affordability should continue to be the central focus of community colleges. This can be
achieved by keeping overhead costs low and reducing or eliminating expenditures that do not
directly contribute to educational outcomes. A common goal for community colleges is to
maintain tuition at a certain percentage below local or regional four-year counterpart
institutions. This provides a more tangible target for budgeting purposes as well as a sense of
competition that is often absent in higher education. Economic recessions tend to enhance the
value of community colleges relative to four-year institutions, as is evidenced by increased

Bel dal yI aSt3dzAl 2 FyR ! £ AOAL sfebsand Rsg4g .St QO V 21 dzNFISG Wy de@ Bl
Teachers College Record 2009.
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enrollments during these periods. These increases are largely attributed to the attendance of

the recently unemployed in order to learn new trades or skills in order to become more

YFENJ] SGFrofSd alye 2F GKS O2dzyiNRQa f I NHSad
attendance numbers for 2008 and 2009. For example, Salt Lake City Community College, which
serves over 60,000 students, recently reported a 33 percent increase in fall semester

enrollment over 2008.**

Second, transfer processes from community colleges to four-year institutions must become less
problematic. Students who are confident their credits will transfer successfully are more likely
to enroll in a community college. Bureaucratic barriers that prevent transfer of credit cost
students time and money, resulting in a higher total cost than is necessary. Many state
university systems are working closely with corresponding community college systems to ease
transfer processes by aligning curricula within the state. Additionally, some community colleges
now offer transfer advisory services to help inform students which courses are likely to transfer.
Those schools and states that are not doing this already should begin to do so.

Third, community colleges should continue to work closely with employers to stay current on
labor force demand. Since many of these schools act as vocational training facilities for local
labor markets, it is crucial that faculty work to align course content as closely as possible with
these markets. Employers pay close attention to institutions teaching in-demand skills, and are
often willing to provide detailed input on regional or state-wide labor trends. Also, due to more
flexible course guidelines, community colleges are often among the first schools to initiate
courses which act to immediately address national labor demands, especially involving
technology and trade skills. The provision of courses which students see as pertinent to a career
acts to increase the attractiveness of a two-year education. The focus of community college
curriculum for the most part has been, and should continue, to emphasize practicality and
value.

Conclusion

Community colleges offer students the chance to complete a degree with fewer entry
requirements, greater flexibility, and a lower sticker price than four year colleges. The use of
fewer resources per student acts to decrease the regional tax burden, while simultaneously
improving worker productivity and job access. Community colleges should continue to focus on
low cost, accessibility, and adaptability in order to remain a high value-added option in higher
education.
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25 Ways to Reduce the Cost of College

#2: Promote Dual Enrolilment Programs

The skyrocketing price of a college education is a formidable obstacle to obtaining a college

degree. Many graduating high school seniors are typically faced with two equally unattractive
options. They can take on what often amounts to a mountain of debt, or they can choose to

work for a few years and try to save up enough money to enter college without loans. These

options both have bigdownsidesct 2 Y& Yy SSR G2 0SS NBLIARI YR
college right away run the very real risk of never obtaining a college degree.

Fortunately, there exists a variety of options that can help lessen the financial burden of a
college degree. Through programs such as Advanced Placement (AP) course work, College
Level Examination Program (CLEP), and early college, high school students can begin to
accumulate college credit while still in high school. Students who elect to participate in such
programs spend less time taking basic courses in college and consequently, are able to graduate
quicker and at a lower cost.

While the basic programs for early college credit already exist, they are currently underutilized
for a variety of reasons. First, not all high schools have the resources to offer advanced
placement courses or provide partnerships with local colleges or universities. Even when they
do have sufficient resources, it may not be cost effective when few students participate.
Second, insufficient information and timing reduces the appeal of the programs. Students and
parents may only see the short term costs of taking advantage of such options, while the
ultimate benefits of doing so are uncertain and likely a few years away. Lastly, colleges
themselves are sometimes reluctant to accept credit obtained in high school, and require
students to take redundant courses instead.

Cost Savings from Reducing College Course Load

The savings of accumulating college credit in high school have the potential to be immense
both for the student and the public. Currently, the average student pays about $1,063 per
course or $4,253 per semester.” Additionally, public universities subsidize students at a rate of
about $881 per course or $3,522 per semester.*® The total cost of a college education could
potentially be reduced by up to 12.5%, which would lessen the financial burden on students

Y 2

and taxpayers. In fact, for every 1 millionstudeni & Sy 0 SNAy 3 02ttt S3IS HAGK |

early credits, the cost of college could be reduced by over $9.5 billion dollars.

> United States, National Center for Education Statistics, Digest of Education Statistics (Washington: NCES, 2007).
!¢ state Higher Education Finance (State Higher Education Executive Officers 2008).
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Earning College Credit Early
Below are a few of the most popular ways that high school students can obtain college credit.
The Advanced Placement Program

An Advanced Placement, or AP course, is a college level class taught in high school. The rigor
and challenge of an AP course is intended to be commensurate with that of an introductory
level college course. When the class is finished, students have the opportunity to take an AP
exam to demonstrate that they have mastered the material. Students who demonstrate
sufficient mastery of the material may then be granted credit by the college to which they are
admitted.

However, there are several reasons that many students do not take advantage of AP classes.
First, the AP program is not free. There are costs for both the student and the high school
offering the course. In order to have the chance of obtaining credit, a student must take the AP
exam and pay the $86 exam fee.'” This fee can quickly add up for a student taking multiple AP
classes. High schools also bear a significant cost for offering AP courses, as they must offer
additional sections of a class and often must invest in additional textbooks and teacher
resources.

Another reason AP programs are underutilized is because students are unsure whether or not
the college they ultimately attend will accept their AP credits. Some schools such as Brandeis,
Dartmouth, Tufts, Yale, and the University of Pennsylvania have no limit on the credit they will
award for high AP exam scores, though Tufts is in the process of imposing restrictions. Other
schools such as Boston College and Williams College will not award AP credit under any
circumstances. Since some colleges do not give credit for AP courses, and high school students
do not know what college they will ultimately enroll in, there is considerable uncertainty about
the benefit of taking AP classes. The short-term costs paired with uncertain long-term benefits
combine to deter many students from AP programs.

College Level Examination Program (CLEP)

The College Level Examination Program (CLEP) is an early college credit program administered
by the College Board. Thirty-four different CLEP exams are currently offered and satisfactory
scores at participating schools can earn students between 3 and 12 credits per exam.®
Needless to say, the $72 cost per exam is substantially cheaper than paying tuition at the vast
majority of colleges. Over 2,900 colleges and universities award credit for at least one of the 34
CLEP exams.™

YawS3AA &GS NIcoHegerdard, B53ay{201@; ¢http://sat.collegeboard.com/registers.
¥ 6CollegeBoard~ ¢ H p  a lhtép://wwwmallegebgard.com/>.
19 .

Ibid.
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25 Ways to Reduce the Cost of College

Online Education

Increasing numbers of students also have the option of using online education to help earn

college credits while still in high school. One of the main benefits of using online courses is

f SEFNYyAYy3 GKS FoAfAdGe G2 Yryr3aS 2ySQa GAYS gAd
leaving high school and entering higher education. Online courses also allow for a more flexible

schedule. On top of this flexibility is the option to take advanced and specialized classes that

are often unavailable at many high schools. Lastly, online courses may enable students to

discover subjects of interest (or disinterest) prior to arriving on campus, helping them avoid the

delays that often accompany changing majors.?°

Dual Enrollment Programs

Dual Enrollment Programs offer current high school students the opportunity to simultaneously
earn college credit. With availability generally determined on a state-by-state basis, these
programs come under a host of different titles, such as Post Secondary Enrollment Options
(PSEQ). For the most part, these programs are fairly comparable. The primary differences
among states offering these programs include eligibility requirements, funding sources,
admission requirements, and target student populations. Many states require participating
students to individually cover the cost of dual enrollment, while other states cover the costs
themselves or require the participating high schools to do so. Additionally, many states, such as
Virginia and Indiana, only allow academically eligible juniors and seniors to participate in dual
enrollment programs. Numerous research organizations, including the Pew Charitable
Foundation, have conducted national studies on dual enrollment programs helping to illustrate
their ability to save on future higher education costs as well as improve learning efficiency.

International Baccalaureate

The International Baccalaureate (IB) program offers a curriculum that provides students with
more challenging courses than regular high school courses. Successful students earn an IB
diploma.21 Modeled on a classical education in European schools, the coursework entails a
package of six courses that include literature, a foreign language, social science, experimental
science, math, and arts.? Although only 500 schools in the United States offer the program,
many colleges award credit and preferential admission status to IB students.?® With tuition
costs covered almost entirely by the school or the state, IB provides a strong advantage to
students who are able to take advantage of this program.

* Ibid.

*'Simon Capuzzi G ¢ KS /2t fS3S ¢ NBY DS (iHe Med Yotk NilBeR fariuary.8,300& NB |, 2 dz D¢
Available at: <http://www.nytimes.com/2006/01/08/education/edlife/collegecredit.html>. (Accessed May 12,

2009).

2 Ibid.

% Ibid.
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Conclusion

As the costs of college have continued to rise throughout the country, new and innovative ways
to award college credits have gained in appeal. Alternate programs to educate high school
students at the college level will be beneficial to the individual student as well as the university
at which they choose to enroll, since students with prior exposure to college level courses are
less likely to be overwhelmed and drop out. Programs such as AP and IB allow students to
enhance their curriculum while still in high school, giving them a jump start on their higher
education for minimal costs. Duel-enrollment programs provide a formalized path to early
degree completion, while filling gaps in some high school curricula. The CLEP test, by certifying
the mastery of subject material, is another option for students capable of college level work.
Lastly, online courses provide a flexible setting for students to manage their time and their
learning goals. Each of these options allows students to take control of their education and
holds the potential to significantly reduce the cost of college.
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#3: Reform Academic Employment Policies

Traditionally, colleges have hired faculty from the ranks of recent PhD graduates, using tenure-
track positions as bait to lure new hires who, upon completing a rigorous academic career crash
course, are presumably enticed by the benefits package commensurate with the professorate.
This package normally includes a respectable salary, health and life insurance, a retirement
package, a highly flexible schedule, a generous amount of paid time off, a great deal of
autonomy and the prospect of earning near permanent job security in the form of tenure.

The American Association of University Professors (AAUP) defined academic tenure in 1940 as:

! FGSNI GKS SELMANIGAZY 2F | LINROIGA2y Il NB LIS
permanent or continuous tenure, and their service should be terminated only for

adequate cause, except in the case of retirement for age, or under extraordinary
OANDdzyaidl yoSa o6SOFdz&'S 2F FAYlIYyOAlLf SEA3ISYO

The concept of tenure in the United States dates back at least to 1915 when the American

Association of University Professors (AAUP) established a declaration of academic freedom and

tenure in response to a growing number of cases involving alleged infringement of academic
FNBESR2YZ & F YSFkya G2 LINRBGSOG FOFRSYAO FNBSR
attractive to men of high ability and strong personality.(ﬁfS Upon receiving tenure, an employee

YIe 2yfe& 0SS GSNXYAYFGSR FT2N) alF RSljdzr &S OF dzaSé =
OANDdzyail yoSa o6 S0l dZA &d tBug grafhitingfhay ddeihigHer e@idatiod S yOASa
NBE&SIHNOKSNE t KAf 2 | dzi OK S dogskipremph&siting thSlifetime & a O2
FNNJ y3aSYSyid o6SiG6SSy Fy7AyadAaiddziazy FyR | LINBF

Education is one of the few industries in the United States that provides job tenure, which has
drawn a steady flow of criticism over the past few decades as colleges have increasingly moved
away from this employment arrangement. Edward Morris describes several ironies of academic
tenure, including the fact that it is a one-way contract in which tenured faculty receive a
lifetime employment contract without having to offer a reciprocating commitment to the
institution they work for, that a tenure system creates insecurity among non-tenured faculty,
and that professors awarded tenure are those least motivated to spend time in the classroom.?®

“amepnn {GF0GSYSYyld 2y GKS t NAYyOALX Sa 2y ! OFRSYAO CNBSR2Y

American Association of University Professors Policy Documents and Report, 1995.

“ampmp 5SOfINIGAZY 2y t NAYOALX S& Brkricdn BsboRaBoidfO CNBSR2Y | )
University Professors Policy and Documents Report, 1995.

®amepnn {GFGSYSyld 2y G(KS tNAYOALX S&a 2y ! OFRSYAO CNBSR2Y
American Association of University Professors Policy Documents and Report, 1995.

Yt KAt 2 1dziOKSa2y3s ¢ ¢KS / 2 NINENEAHEhEr EQudatiot JGuyhalzg87Yy | . A6 f A2 3 NJ
*® Edward Morris, The Lindenwood Model: An Antidote for What Ails Undergraduate Education (St. Charles: The

Lindenwood Press, 1998) 85-86.
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This chapter will explore the economic impact and potential cost savings of continuing to move
away from a tenure system of employment for college faculty to a more flexible policy.

The Erosion of Tenure

Colleges increasingly are moving away from the use of tenure in favor of what Ronald
Ehrenberg and Liang Zhang dubbed contingent faculty, which includes full-time non-tenure
track and part-time faculty.29 The use of contingent faculty provides colleges with a more
flexible work force at a presumably lower cost. The following three figures will reveal the
change in the composition of the 4-year college faculty work force. Figure 3.1 shows the change
in the percent of full-time faculty that is not tenured and not on tenure track at 4-year colleges
between 1989 and 2007. At public 4-year colleges, this ratio increased from 19 percent in 1989
to 32 percent in 2007, an increase of 3.6 percent per annum. At private not-for-profit colleges,
it increased from 24 percent in 1989 to 36 percent in 2007, an average annual increase of 2.9
percent.

Figure 3.1: Percent of Full-Time Faculty Not Tenured & Not on Tenure-Track™®
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Resources, 2005.

** The solid lines in the figure represent the ratio between 1989 and 2001, based on sample size of 319 public 4-

year and 761 private 4-year schools, as computed in a 2004 paper by Ehrenberg and Zhang, based on the IPEDS Fall

Staff Survey. The dashed lines in the figure represents the ratio between 2001 and 2007, based on a sample of 548

public 4-year and 740 private 4-year schools, as computed by the author using the same methodology described in

the Ehrenberg and Zhang paper using the IPEDS Fall Staff Survey. The Fall Staff Survey includes visiting faculty

members and faculty members on research or public service appointments.
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As evident in Figure 3.1, the percentage of full-time faculty not tenured and not on tenure-track
has increased steadily over the past 18 years. The percentage of new full-time faculty hired
without tenure or not on tenure-track has been volatile during this period, especially at public
4-year schools. Figure 3.2 shows the ratio of non-tenured and not on tenure track faculty new
hires to total faculty new hires between 1989 and 2007. This ratio increased by 22.8 percent
between 1989 and 1999 at public 4-year schools, but declined by 14.5 percent between 1999
and 2007. At private 4-year schools, the ratio increased by 19.9 percent between 1989 and
1999 and declined by 6.5 percent between 1999 and 2007.

Figure 3.2: Percent of New Hire Full-Time Faculty w/o Tenure & Not on Tenure-Track®
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The decline in the hiring of full-time non-tenure track faculty since 1999 is most likely due to
the increasingly popular trend of hiring part-time faculty, most of which R 2 y Q G KI @S
status. Figure 3.3 displays the ratio of part-time to full-time faculty between 1989 and 2007.
This ratio is much higher at private 4-year colleges than at public ones, although the gap has
narrowed over time, as the ratio of part-time to full-time faculty has increased by 71.7 percent
at public 4-year schools, as compared to an increase of 57.1 percent at private 4-year schools.

3 Ehrenberg and Zhang, except the solid figures based on a sample of 177 public 4-year schools and 516 private 4-
year schools, whereas the dashed lines based on a sample of 584 public 4-year schools and 829 private 4-year
schools.
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Figure 3.3: Ratio of Part-Time to Full-Time Faculty32
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The Benefits of Academic Tenure

The 1940 AAUP Statement of Principles on Academic Freedom and Tenure described tenure as

I aYStkya G2 OSNIIAY SyRaX A4LISOATFTAOLIEfE&Yy 6m0 ¥
activities, and (2) a sufficient degree of economic security to make the profession attractive to

YSY YR 42 Y $yhesiefice, thétwofprevidilthglaéguments in support of academic

tenure are to preserve academic freedom and to attract and retain quality faculty members.

Tenure as a Means to Preserve Academic Freedom
WAOKFNR ¢ 58 DS2NBS SELXIFAya GKIG adKS YIAyY

Ll2aaArAoAtAGe 2F | FIFOdzZ Gé YSYOSNNRA 6SAy3a RAAYA
about is considered by either administrators or some people outside the institution to be wrong

232 Ehrenberg and Zhang, except the solid figures based on a sample of 172 public 4-year schools and 483 private

4-year schools, whereas the dashed lines based on a sample of 601 public 4-year schools and 1,045 private 4-year

schools.

Pampnn {GFGSYSyild 2y GKS t NAyOALX S& 2y | OFRSYAO CNBSR2Y
American Association of University Professors Policy Documents and Report, 1995.
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2 NJ 2 F PQnyjothdr @ofdshenure provides a lifetime employment contract that shields
faculty from dismissal without just cause.

In its 1940 Statement of Principles on Academic Freedom and Tenure, the AAUP stated that

I OF RSYAO FTNBSR2Y wX6 ILIWXASa G2 020K GSIOK
fundamental to the advancement in truth. Academic freedom in its teaching aspect is

fundamental for the protection of rights of the teacher in teaching and of the student to

freedom in learning. *°

It is noteworthy, and seemingly forgotten by many today, that the 1940 AAUP Statement
imposed several limitations to academic freedom:>®
F NOK F2NJ LJISOdzy Al NBE NB(OdzNYy aKz2dzZ R 6S ol as
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Go¢SHOKSNARG aKz2dzZ R NBYSYOSNI GKIdG GKS LldzotAO Y
utterances. Hence, they should at all times be accurate, should exercise appropriate restraint,

should show respect for the opinions of others, and should make every effort to indicate that

GKSe FTNBX y20 aLlSI{Ay3a FT2N 0KS AyadAalddzirazy oé

Thomas Sowell notes that the tenure system was originally developed to protect faculty from
views expressed outside the university, but that it has evolved to protect professors from views
expressed inside the classroom as well. Sowell suggests that tenure-protected professors take
advantage of their job security to practice classroom indoctrinationCteaching students what to
think, rather than how to think.’

Tenure as a Means to Attract Quality Faculty
Some proponents suggest that the lifetime job security provided by academic tenure is required

to attract quality faculty members to the professorate. Those making this argument assume
that the extensive training period necessary to obtain a Ph.D. qualification, in addition to the

Maryland: Rowman & Littlefield Publishers, Inc, 1997).
*ampnn {GFGSYSyid 2y GKS t NAyOALX S&a 2y ! OI RS
American Association of University Professors Policy Documents and Report, 1995.
36 |1.:
Ibid.

* Thomas Sowell, Inside American Education: The Decline, The Deception, the Dogmas (New York: the Free Press,
1993) 225-26.
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long probationary period, would deter many academically capable individuals from aspiring to
become professors if lifetime job security was not available.

The Cost of Academic Tenure

Criticism of academic tenure has grown over the years, with economic arguments making a
compelling case to eliminate the practice of tenure in favor of a more flexible policy that has
the potential to help reduce the cost of college.

Tenure Is Not Cost-Effective

The case has been made that tenure is cost-effective based on the assumption that most
scholars are risk averse and are willing to accept lower pay for job security, suggesting that
academics forego higher salaries by working at a college and that the job security offered by
tenure is compensation for a lower salary than they might otherwise receive. The evidence
suggests the opposite is trueCthat tenure is not a cost-effective employment instrument. This
analysis is two-fold. The median salaries of tenured and tenure-track college professors will first
be compared to that of all doctorate-degree holding workers and then to full-time non-tenure
track faculty.

The 2007 median 9-month equated full college professor salary is estimated to be nearly
$89,000 at 4-year public colleges and nearly $80,000 at 4-year private not-for-profit colleges.*
In order to effectively compare these salaries to that of all doctorate degree-possessing
workers, these figures need to be converted to 12-month salaries. By increasing each by one
third, the 12-month salaries of full professors amount to over $118,000 at public and nearly
$111,000 at private institutions. In contrast, the 2007 median 12 month salary for all doctorate
degree-holding workers between the ages of 40 and 69 is estimated to be slightly more than
$102,000.39 These figures do not include additional job benefits, such as insurance, retirement
and time off, which are presumed to be more valuable in academe than in the private sector.
This suggests that college professors, on average, receive better compensation than
comparable employment options in addition to lifetime job security, bringing into question the
notion that the job security offered by tenure compensates for a low salary.

Moreover, faculty positions are already being filled without tenure, and at a lower cost. The
rising proportion of non-tenured full-time faculty, as described in Figure 3.1, suggests that
college teaching and research positions are desirable jobsT even without elongated job security

*®Estimations based on the median of the 2007 IPEDS average equated 9-month contract faculty salary by rank
data. The sample was limited to 357 public and 318 private colleges that reported salary data for all 3 professor
ranks and at least two of the three non-tenure track ranksclecture, instructor, and no academic rank.

* Academics are not likely to be promoted to full professor prior to age 40 and likely not to work beyond age 70;
I dzi K 2 NI &ns,U.b. EefdazBurediuACRrrent Population Survey: 2008 Annual Social and Economic
Supplement. Table PINC-04: Educational AttainmentT People 18 Years Old and Over, by Total Money Earnings in
2007, Age, Race, Hispanic Origin, and Sex.
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attached. We estimate that non-tenure track full-time faculty members earn between 77 and
80 percent of the salary of assistant professors at 4-year public colleges, and between 83 and
88 percent at 4-year private not-for-profit coIIeges.40 An increasing number of non-tenure full-
time faculty work for lower wages than their tenured and tenure-track counterparts, indicating
that colleges can and do cost-effectively attract qualified faculty without the job security
provided by tenure. It is important to note that this analysis excludes part-time adjunct
instructors, for which colleges are often accused of exploiting for cheap labor, and instead
focuses on faculty who are employed on a full-time basis.

The Reward Structure is Misaligned with Tenure

The current tenure process requires new hires on the tenure-track to serve a probationary
period of up to seven years before they are eligible to receive tenure. At the conclusion of the
probationary period, faculty members are evaluated based on their supposed merits in
teaching, research, and service. The assumption is that faculty members who have proven their
worth will continue to perform well for the remainder of their careers and this therefore merits
a lifetime employment contract. Critics question the reward structure in place with a tenure
system that emphasizes research over instruction. Quest University President David Helfand,
who successful lobbied Columbia University in the 1980s to be granted fixed-term renewable
contracts rather than receive tenure,** noted that there is an implementation problem with
tenureT that it rewards research and public stature, while it punishes teaching.*?

As reported in an essay by Robert W. McGee and Walter E. Block, it has been suggested that

GNBOSAGAY3 Yy FgFNR F2NJ 322R GSIFEOKAYy3 Aa 02vya
LINEFSEada2NEe AYLI @AYy3A (KI U3 périhgfoechisgBustg K2 aLISY RaA
a2YSK2g 0SS RST A OheSrifidwaskybtedNdie B1dGaeIN Btk piece as

aleAy3az a! OF RSYAO Odzt GdzNF A& y2i0 YSNBfé& AYyRAT
modern university, no act of good teaching3d 2 S & dzy Litay2ANINGVSR #éRR& G KI G aY

teaching performance will be overlooked if the professor is able to place an article in a refereed

22dzNy I £ vé

*® Non-tenure track faculty are categorized in IPEDS as lecturer, instructor, or no academic rank. Estimations based

on the median of the 2007 IPEDS average equated 9-month contract faculty salary by rank data. The sample was

limited to 357 public and 318 private colleges that reported salary data for all 3 professor ranks and at least two of

the three non-tenure track ranksclecture, instructor, and no academic rank.

"5+ AR | St Tl YRI 4¢SSy dZMBGronil&fbr Wizhdr Ed@catitin, 15 Becembbiérl1969. & T &

*2 David Helfund, Personal Phone Interview, 15 March 2009.

“wW206SNI alODSS FyR 2Ff0SN) . 2012 ddadorhid¥@eddm@ndteBuyedzNBY |y 9 (
Ethical Issues, (Lanham, Maryland: Rowman and Littlefield Publishers, Inc, 1997).

“ Ibid.

* Edward Morris, The Lindenwood Model: An Antidote for What Ails Undergraduate Education (St. Charles: The
Lindenwood Press, 1998), 86.
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In Going Broke by Degree, A i A& AYRAOFGSR (KIFIG GKS SYLKF&ara
vast numbers trying to write the relatively few articles a year that are of interest to a general

I dZRA Sy OS 4 A (i K A% BeddukeSftheincRasiagly dodciblized/nStdraidé research,

Vedder suggests that it has become counterproductive for faculty to interact with those in

related disciplines, to serve on university committees and even to take teaching too seriously.

tKA&a>X KS aleéeax Aa GolFR F2NJ adGdzRSyidas ol R F2NJ
for developing a university communité G KF G Kl & O2YY2y YSIyAy3ade 1| S
faculty get tenure, they are often set in their ways, so the situation does not improve.é47

The status quo suggests that tenure-track professors neglect their teaching and service duties in
pursuit of publishing research, a questionable reward structure that appears to be misaligned
with one of the primary missions of higher educationCto educate the future workforce.
Colleges increasingly hire additional employees to fill the void of providing instruction and
offering service that was formerly a responsibility of the faculty, adding to the cost or providing
an education.

Tenure Enables Deadwood and Prevents Flexibility

The theory of tenure suggests that only those professors who have proven their worth through
excellence in teaching, research, and service during the probationary period will be awarded
tenure.”® Such a policy prevents colleges the flexibility to remove professors who become
incompetent or to reallocate labor resources to meet a change in demand for particular

LINEINF YAa 2NJ RAAGOALE AySad ' a RSAONAROSR o6& a2 NN
flLJAaSa waAiode Ayidz2 || alddzZ GATeAy3d O2%D#ieiOSy Oe |
Weiss, President of Lafayette College,su3 3S &G SR (KI 00X aLy &a2YS ¢l eaxz

like a political environment than the management of a private corporation, except that thanks
G2 GSyda2NBzZ Al A& RATFTFROdAA G G2 @2G4S8S lyezyS 2dz

Under most private sector employment policies, when an employee has demonstrated that
his/her work no longer meets a minimum standard of quality (and often after efforts to
rehabilitate have failed), the employer initiates action to rid itself of the unproductive
employee. Under a tenure policy, the employer (college) effectively loses this flexibility to
eliminate tenured faculty whose quality of work fails to meet a minimally acceptable level or
whose productivity has dwindled over the years. This has often been coined as the deadwood
argument.

:i Richard Vedder, Going Broke by Degree: Why College Costs Too Much, Washington: AEI Press, 2004.
Ibid.
“wW20SNI aODSS FyR 2Fft0GSN) . 2012 ddadohid¥@eddm@ndtebuyedzNBY 'y 9
Ethical Issues, (Lanham, Maryland: Rowman and Littlefield Publishers, Inc, 1997).
* Edward Morris, The Lindenwood Model: An Antidote for What Ails Undergraduate Education (St. Charles: The
Lindenwood Press, 1998), 83.
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25 Ways to Reduce the Cost of College

Deadwood faculty are by no means the norm in higher education, as the majority of faculty

pulls its own weight; however, the mere inability to remove unproductive faculty is

economically inefficient for colleges and unjust to the students paying tuition and forced to sit
OKNRdzaK Oflaa gAGK LINPTSaaz2NB ¢K2 OASg GKSY |
0502YSa WRSIRg22RQ 20KSNJ FF OdzAf §& YSYOSNHE dzadz
much more expensive alternative, someone new has to be hired who can (and will) perform. In

0KS tFGGSNI OFrasSzs GKS AyaidaiddziA2yThddeadwoddRRE SR 4
problem was exacerbated in 1994 when a federal ban on mandatory faculty retirement went

into effect. Charles ClotfelterdescrA 6 SR a0 KS O2YoAylFGA2Yy 2F Sy dz2NB
mandatory retirement age created at least the theoretical specter of aged, unproductive faculty

clogging faculty slots that might otherwise have been filled by energetic and freshly trained

young scholard ® ¢

The dynamic nature of the global economy requires that organizations have the flexibility to

adapt to changes in the world. The presence of tenure in higher education significantly reduces

I 02t €tS3SQa FoAfAGe (2 <pohskto @AsSngriddmenddB | £ £ 201 G S
hindrance that would be life-threatening to an organization in a healthy competitive market.

The tenure policy increases the cost of college, as institutions are forced to hire additional

faculty to teach courses in popular disciplines with high demand, rather than being able to

reallocate faculty resources from subjects that are in low demand by students. For instance,

courses in information technology or business may be very popular among students, while

courses in medieval history may not. With a tenure system, colleges are not able to reduce the

number of medieval history professors in order to increase the number of information
G§SOKy2ft23@ YR o0dzAAySaa LINPFTSaaz2zNEXZ NBadzZ dAy3
manpowS NJ F Rl LJG I 6A2ya NBIdZANBR Ay KAIKSNI SRdAzOI (A 2
Morris put it.>

Alternative Approaches to Tenure

The previous sections analyzed the benefits and costs of academic tenure. The main argument
in favor of tenure is that it protects academic freedomt a noble function that is vital to the
advancement of knowledge and truth in society. The arguments against tenure suggest that it is
an economically inefficient employment policy. Four alternative approaches to the current
tenure policy that are currently in practice will be presented. The four alternative approaches
are as follows: increasing the use of contingent faculty; implementation of a mandatory post-
tenure review policy; introducing a system of renewable long-term contracts; and offering job
security as a trade-off to other forms of compensation.

w2y [ SAOSNE 62 Keé /[ 2ff S3SThé Nk York Tinves) £5&Embar@®y Ay | w$s
I KFNX S&a /t20FStGSNE a¢KS CFHYAEAFN) 6dzii / dzZNA2dza 902
Journal of Economic Perspectives 13-1, 1999, 3-12.

>* Edward Morris, The Lindenwood Model: An Antidote for What Ails Undergraduate Education (St. Charles: The
Lindenwood Press, 1998), 85.
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Increase the Use of Contingent Faculty

This alternative involves a slow, yet steady phasing out of tenure by discontinuing the tenure-
track contract of all new faculty hires and waiting for the tenured faculty to leave of their own
natural accord via resignation, retirement or death. Rather than recruit new tenure-track
faculty, this approach would offer new hires shorter-term contracts, similar to the current trend
of contingent faculty use. This approach appears to be gaining traction, as demonstrated in the
analysis presented earlier. Although it is a less than ideal solution, it does provide colleges with
much more flexibility and reduces the explicit cost associated with instruction; however, it may
not be a sustainable long-term strategy as it increases the risk of high turnover among
instructors. This will undoubtedly raise the costs associated with faculty recruitment, retention
and other administrative burdens.

Case Study 3.1: This is the approach that the Kentucky Community and Technical College
{eaidsSyQa .2FNR 2F wS3Syia NBOSyiafte RSOARSR
Regents approved a revision that halted the tenure-track process for all new hires

appointed on or after July 1, 2009. Employees appointed prior to this date will retain

their tenure status; however, employees hired after this date will be subject to either

short-term renewable contracts for full-time employment, with the length of the

contract commensurate with years of service, or at-will employment for part-time

faculty. The Regents cited flexibility in the employment of faculty and staff as the

rationale for its policy change.”

Implement Post-Tenure Review

One of the problems with tenure is that professors undergo a rigorous performance review
prior to being granted tenure, but once tenure is granted, a professor could go 30 years without
another performance review. This lack of accountability post-tenure is unhealthy. A post-
tenure review process would retain the tenure system, but implement a mandatory post-
tenure review of all faculty members. Implementing an effective post-tenure review policy,
which protects academic freedom, would theoretically eliminate (or at least significantly
reduce) the deadwood problem, as the entire faculty would be subject to a periodic
performance review. Although post-tenure review processes vary widely across institutions, a
generalized model might involve a substantial peer review every five years after tenure is
awarded, with a probationary period of perhaps two years, imposed on those faculty deemed
to be weak and inadequate, offering concrete suggestions for improvement.>> At the end of the
probationary period, a subsequent review would be conducted to determine if the individual in
guestion performed adequately. If not, then such an individual would most likely receive a one-
year termination notice.”®

>* Proposed Policy Revision ¢ 2.0 KCTCS Employment Status, Agenda Item K-1, KCTCS Board of Regents, 13 March
2009.
>* Richard Vedder, Going Broke by Degree: Why College Costs Too Much, Washington: AEIl Press, 2004.
56 .
Ibid.
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25 Ways to Reduce the Cost of College

In theory, the post-tenure review approach has already been widely adopted in academe, as

more than two-thirds of states require it for public colleges and nearly 50 percent of private

institutions have some sort of post-tenure review policy. >’ But in practice the reviews have

little success at improving accountability because they are largely inconsequential and typically

amount to little more than a rubber stamp. This toothlessness was deliberate, with higher

education following the lead of the AAUP, which thought post-i Sy dzZNBE NB OA S 4 a2 dza K
FAYSR y20 G | 002dzyloAf Al&I (&dziendelddedvli Odzf & R
policies could be consistent with academic freedom only if they had no power to impose
O2yasSljdsSy0Sa 2y dzyRSNILISNF2NXAYy A FI Odzf (& dé

Anne Neal described post- Sy dzZNB NBJASS a AaNBfFGADGSt & AYySTFTFS

oNJ I RAAOALA AYINER (22ftx¢ OAGAY3I LISN&Sye Al T 0O2VYL
review in Virginia, Colorado and Hawaii.>® Neal describes the current post-tenure review

LINEOS&& & | aNARGdzr £t A&dGA O SESNidely$mplaméntedHzo 6 S NE&
it carries little value as an effective practice of increasing accountability among faculty.® Victor

Davis Hanson described post-il Sy dzZNB NBJASS Ay | aAYAE NI FlFaKAz2

NE It ° dzRA G @€
Renewable Long-Term Contracts

This alternative involves the elimination of tenure in favor of long-term renewable contracts for
faculty. The contracts could be structured for an initial probationary period of three to five
years, with the criteria for performance evaluation (a detailed outline of teaching, scholarly,
and service expectations)62 specified in the contract, including a clause pertaining to academic
freedom to avoid its diminishment. If after the probationary period, a faculty member passed
his/her performance review and there was still a need for the position at the college, then the
contract would be renewed, with a subsequent performance review similar to the initial one.
This contract renewal process would continue, with perhaps an increase in the length of
additional contracts, not to exceed ten years, as a reward for continued successful
performance.

Renewable long-term contracts would address many of the issues pertaining to the faculty
tenure process without suppressing academic freedom. First, academic freedom would be
preserved in faculty contracts through a combination of an explicit clause addressing the right
to academic freedom and a specification of evaluation criteria that would provide additional
defense against the politicking that could take place during employment reviews. The contracts
would give colleges more flexibility when it comes to adjusting staff levels in response to

Y1yyS bSEHE I awmSyrNES AnSaeie Ghdine)September-October 2008.
58 .
Ibid.
> bid.
% bid.
rA002NI 51 GAa I Fyazys awSO02 yEibukMbde geiices, Hyiagho8sy LiG& ¢AYS |
62 .
Ibid.
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Center for College Affordability and Productivity

changes in consumer demand or the economy, as well as the ability to rid themselves of faculty
that have become deadwood in a reasonable timeframe, as opposed to being stuck with
unproductive faculty members until retirement or death. The specification of performance
evaluation criteria in employment contracts would help clarify the reward structure for
individual faculty. This sort of contractual arrangement would be more cost effective for
colleges than the tenure system, as it would free up long-term resource obligations in favor of
shorter-term obligations with comparable compensation packages.

Case Study 3.2: The Franklin W. Olin College is a private undergraduate engineering

school in Massachusetts that opened its doors for its first class in 2002. Rather than

offering tenure, Olin hires faculty with a system of five-year renewable contracts. When

negotiating terms, faculty and the college agree on the criteria that will be used in a

peer reviewed performance evaluation when the contract is up for renewal. Despite not
2FFSNAY3I G(GSydzaNBxX GKS O2ttS3S gla B8ES G2
staff by luring both tenured and tenure-track faculty from prestigious institutions such

as MIT, Cornell and Vanderbilt.®*

One might suspect that Olin necessarily offer faculty a risk premium as a tradeoff for the

absence of tenure, but this assertion is not supported by the faculty compensation data. Table

3.1 displays the average salary, benefits and total compensation package of all professors at

fifteen of the top engineering colleges in the US in 2007. Olin professors received the 7th

highest total compensation among the schools, but earned the 6th highest average salary.

ht AyQa FIF Odz Gé O2YLISyalidAzy LI O1F3IS Aa O02YLISH
model of long-term renewable contracts has bona fide merit in the real world.

Case Study 3.3: Quest University is a private liberal arts and sciences school in British
Columbia, Canada that welcomed its inaugural class in 2007.%° Quest does not offer
tenure, instead opting for a system of renewable contracts for its faculty. Quest
President David Helfand tells us that it hires new faculty on an initial one-year contract
and assesses them at the end of the year in consideration for a new three-year contract
in which the faculty member and Chief Academic Officer negotiate the terms of the
contract, including the criteria (which is dependent on the particular strengths of the
individual) to be used for evaluation at the end of the contract. At the end of the three-
year contract, a performance evaluation is conducted and if approved for an extension,
a new three-year contract is negotiated in the same manner as the previous one. At the
conclusion of the second three-year contract, a performance evaluation is again

®& h @S NIBranKig\E. Olin College of Engineering, 25 May 2010,

<http://www.olin.edu/faculty_staff/overview.asp>.

“Wdzf AS Cf I KSNIé&z a.ftF 01621 NRY [/ | Y ITdzlewtyokHifes, 133avuarg KS ! € (A"
2002.

®a ! 02 dzi QuedrSrivérsitgCanada, 25 May 2010, <http://www.questu.ca/about_quest/index.php>.
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conducted in consideration for a new six-year renewable contract.?® The Quest case
provides additional evidence that the renewable long-term contract model is plausible.

Table 3.1: Average Faculty Compensation at Select Engineering Schools (2007)

Institution | salary | Benefits | Total Compensation
California Institute of Technology $137,229 $51,770 $188,999

Massachusetts Institute of Technology $117,912 $50,683 $168,595
Harvey Mudd College $101,248  $41,395 $142,643
Worcester Polytechnic Institute $90,293 $44,037 $134,330
Georgia Institute of Technology-Main Campus $100,921 $23,860 $124,781
Rensselaer Polytechnic Institute $96,348 $25,692 $122,040
Franklin W. Olin College of Engineering $95,922 $22,364 $118,286
Milwaikee School of Engineering $69,290 $46,505 $115,795
Virginia Polytechnic Institute and State University $87,282 $24,088 $111,370
Rose-Hulman Institute of Technology $80,521 $27,290 $107,811
Rochester Institute of Technology $78,052 $27,172 $105,224
Colorado School of Mines $80,635 $21,875 $102,510
Kettering University $68,245 $18,383 $86,628
New Mexico Institute of Mining and Technology $65,459 $16,795 $82,254
South Dakota School of Mines and Technology $62,298 $15,618 $77,916
SOURCE: INTEGRATED POSTSECONDARY EDUCATION DATA SySTEM (IPEDS)

Case Study 3.4: Facing financial insolvency, Lindenwood University President Dennis
Spellmann performed a makeover of the university in the late 1980s. One of
{LIStEfYFryyQa FANRG LR2fAOASE 461 a GKS 02fA&K
argued that if Lindenwood survived, the removal of tenure would condemn the

dzy A @SNEAGE (G2 G4KS aF OFRSYAO o6FO1stFGSNERT YI
YSYOSNR (2 SyadzaNB (KI{ adzNDADEE dé [ AYRSy g2
prospered in the process. Morris suggests that one of the main reasons for it success is
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% David Helfund, Personal Phone Interview, 15 March 2009.
* Edward Morris, The Lindenwood Model: An Antidote for What Ails Undergraduate Education (St. Charles: The
Lindenwood Press, 1998), 82-83.
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Offer Job Security as a Trade-Off to Other Forms of Compensation

This alternative approach entails re-designing the job security provided by tenure as an optional

fringe benefit as opposed to an entitlement. Under such a policy, faculty members would be

given a choice of compensation options, each assigned a monetary value. Depending on an
AYVRAGARdzZ £t Qa NARa]l G2t SNIryOS FyR FIYAftALFIf ySSR
including salary, retirement contributions, job security, health and life insurance, campus

parking, office location, etc.

To our knowledge, such a policy has yet to be implemented, although Washington DC Schools
(K-12) Chancellor Michelle Rhee proposed a differential pay scale in 2008 that would have
allowed unionized public school teachers to voluntarily trade in their tenure and seniority for
the opportunity to earn additional bonuses and pay raises for outstanding performance. Under
the proposal, a two-tiered pay scale would have been established, in which teachers who
remained in the traditional pay system would maintain tenure and receive modest pay raises,
but those who opted to forego tenure for the performance-based system would have annual
reviews to determine whether they remained employed and the amount of bonus or pay raise
that they might receive.®® The policy would have permitted existing teachers the option to join
the merit-based system or remain on the tenure system, but new hires would automatically be
enrolled in the merit system. The Economist estimated that this would increase starting salaries
from about $40,000 to $78,000, and wages for the best performing teachers would double to
about $130,000.%

In Going Broke by Degree, a similar policy for higher education is described. Faculty is presented
with a menu of compensation benefits to choose from. In a hypothetical scenario, new faculty
hires would be told that they will receive an annual salary of $65,000 and $15,000 in annual
fringe benefits to choose from, with the ability to exceed this amount by opting for a salary
reduction. The fringe benefits might include a choice of health and life insurance plans,
retirement contributions, parking spots and tenure protection. For example, the new hire might
choose from a $3,000 per year catastrophic health insurance plan, a $5,000 medium-quality
health insurance plan and a $7,500 deluxe health insurance plan. Tenure protection would be
valued at perhaps $5,000 per year.70

Conclusion

Tenure is a policy that was adopted nearly a century ago to protect the academic freedom of
the professorate against political and outside influence. As noted, academic freedom is vital to
the advancement of knowledge and for the common good. However, it is not the case that
tenure is the only method capable of achieving this goal. Morris notes that Lindenwood

®5A2y | leySazr awKB8S{ g5 81 & 2zhalBaghfirdd Ro&, NIIY 2008.
®a. SGGSNI al NJ &Tke E@rdiids 10auly 30882 = ¢
7% Richard Vedder, Going Broke by Degree: Why College Costs Too Much, Washington: AEI Press, 2004.
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imposes economic inefficiencies such as misaligned incentives, resource misallocation, the
enablement of deadwood, and reduced flexibility.71 The 1940 AAUP Statement describes tenure
Fa &Gl YShkrya G2 OSNIIAY SyRaé¢d ¢Sydz2NB Kl
it is not the only means to achieve it, and certainly not the most cost-effective.

Several alternative approaches were discussed that offer a potentially more efficient means,
including the use of contingent faculty, post-tenure review, renewable long-term contracts, and
offering a menu of fringe benefitsCof which tenure is one. Each alternative has its own merits, if
implemented appropriately. Post-tenure review has been relatively unsuccessful in improving
efficiency to date, but this is largely an implementation problem. The use of contingent faculty
has risen over time, whichincread Sa | 02t f S380Q0a Tt SEAOAf A
members are increasingly upset with the contractual arrangement and are threatening to
unionize, which would undermine the efficiency of the approach. We are starting to see some
colleges institute renewable long-term contracts with success, but this has occurred mainly at
colleges starting from scratch and may prove to be more difficult to implement at institutions
that currently have tenure in place and would most likely involve a phase-out period. The fringe
benefit trade-off approach has not yet been attempted in practice, but has the potential to be a
long-term solution to the inefficiencies of a tenure system.

There is not a one-size-fit all solution, but the alternatives mentioned offer some generalized
approaches to reducing the cost inefficiencies imposed by tenure without resorting to a low-
ball pay structure or imperiling academic freedom. The optimal strategy for one institutional
type may be very different from what is most effective at another. For instance, research-
intensive universities might benefit most from a hybrid of renewable long-term contracts and
fringe benefit trade-offs, whereas it may be most efficient for teaching colleges to utilize a
combination of contingent faculty and renewable contracts. There are a variety of approaches
to reducing cost inefficiencies, but one approach is economically unsustainable in the long
runt tenure.

" Edward Morris, The Lindenwood Model: An Antidote for What Ails Undergraduate Education (St. Charles: The
Lindenwood Press, 1998), 93.
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#4: Offer three year Bachelor’s Degrees

Three-@ ST NJ 6 OKSf 2 NDa LiNddpNde tYidr undefgfacdiate dégrieednR Sy G &

three years, rather than four. This can be accomplished by taking a more streamlined

curriculum, taking more credit hours per semester, attending summer sessions, and/or taking

online courses. Europe is currently leading the way for three-year BAs with the implementation

of the Bologna Process, a collaborative initiative of 45 countries in Europe to achieve greater

transparency, coordination and quality assurance among higher education institutions.”? The

first educational cycle under the Bologna framework is athree-8 S NJ 6 OKSf 2 NR& RSN

The idea of a three-year BA has been brought up numerous times in the United States as a way
to save undergraduates money and time; however, the idea has never really taken hold. Only a
handful of schools currently offer three-year BAs, and many of the three-year programs offered
in the past were halted because few students took advantage of them. Furthermore, students
that initially enrolled in a three-year program often did not finish in three years. In 2001 the
U.S. Department of Education reported that 4.2 percent of U.S. undergraduates finished with
bachelor's degrees in three years, 57.3 percent graduated in four years, and 38.5 percent took
more than four years to graduate.73

Despite three-year programs historically being unpopular among students, university

administrators and policy makers are revisiting the idea to make college more affordable and

accessible. Some universities that currently offer three-year BAs, or plan to offer them in the

near future, include Hartwick College in New York, Manchester College in Indiana, Seattle

University, Bates College in Maine, Lipscomb University in Nashville, Southern New Hampshire

University, and Ball State University in Indiana.”* Furthermore, a bill that requires all state

institutions of higher education to create three-year bachelor's programs by 2010 was recently

LI 3aSR 08 wK2RS LatlyRQa | 2dzaS 2F wSLINBaSydal

The Case for Three-Year BA’s
Three-year program structures vary across universities, but they are all aimed at reducing the

cost of college. The main benefit for students of having a three-year degree is that they are not
required to pay for a fourth year of college. This saves students at public schools an average of

ZacCcl OGa 2y . 2t gumialFourdafidd, 28 Nay 201y, 3 = ¢

<http://www.luminafoundation.org/our_work/tuning/Q_and_A-Bologna_and_Tuning.html>.
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$13,424 in tuition and room and board, and private school students ,‘330,393.76 Moreover,
students are able to enter the workforce a year earlier. This would add on average of $35,383
to their lifetime earnings.77 Combined, these benefits come to $48,807 for public school
students and $65,776 for private school students. Students may also receive discounts for
taking online or summer courses.

In addition, a higher percentage of college graduates than ever go on to graduate or
professional schools.”® Three-year BA programs would be highly beneficial for these students.
They could still be exposed to a classical liberal arts education, and would get in depth training
in graduate school.”

Three-2 ST NJ 0 | OK S 2 NlutagefhbraldifiBeStaise of indesity Fagfli€es by
increasing their use during the summer.

The Case against Three-Year BA’s

Despite the substantial cost savings of three-year BA programs, they have not been popular
among the majority of U.S. students. For instance, Albertus Magnus College, in Connecticut,
offered a three-year BA program for several years in the 1990s by going from a semester
system to a trimester system with the idea that students could take courses year round and
graduate in three years.®® Most students, however, skipped a trimester each year and the
program was eventually discontinued.®

Four main arguments are made againstthree-2 S| NJ . | Q& ® C AybhBEpiiogramé S O dza S
have not been widely utilized there are not well established metrics for evaluating them. In the

absence of such evaluating metrics it is argued that a three-year program may result in less

content and poorer quality. However, this seems to be based on a misunderstanding of what a

three-year BA requires. In general, students in three-year programs are required to earn the

same number of credit hours as students in four year programscCthey just do so in a shorter

amount of time. The universities offering it stress that three-year BA programs are best suited

for motivated individuals that can handle larger course loads and the fast pace of the programs.

Most of these universities screen students, allowing only the most qualified to participate.82

i

7® United States, National Center for Education Statistics= & ! GSNI IS dzy RSNANJI Rdzk (S G dzh (A 2

board rates charged for full-time students in degree-granting institutions, by type and control of institution: 2007-
Ny Bigest of Education Statistics (Washington: NCES, 2008).

7 United States, Cend dza . dzNB I dzZ &1 Aad2NAOLf LyO2YS ¢l ofSasé o621 aKA

DS2NHS YStfSNE 62 Keé S/ 535 I8 Carofickidn dighR EduchtibrS IdNovember
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79 .

Ibid.
¥aeKS . dd T 4 $RNJ BISn@deBigher Bl £17 February 2009.
81 .

Ibid.
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Second, employers in some fields may view a three-year degree as inferior to a four-year

RSAINBS RdzS (2 GKS 101 2F SOFftdz G6Ay3 YSGNROa
YIe GKSNBF2NB 06S02YS (KS YAYAYdzY ljdzZ €t ATAOF GA2
data on three-year degree programs is hard to come by, there have been some studies on

SYLX 28 SNEQ OJARSdaNI BF QKSS 20NEONBE RSIANBS Ay 9 dzNP LIS
Bologna Process.®® One such study, Alesi (2007), found that in general, some fields, such as

R&D, some engineering fields, and law NB |j dzZA N G KS SljdzAa @1t Syd 2F GKS
whereas production and logistics, sales and distribution and journalism would be open to both

dzy AGSNEAGE YR FLILIX ASKE A0ASyOS o6 OKSt 2NIDa 3INI

Third, students need to have a good idea of what they want to major in, as it is unlikely that
they can change their major and still graduate in three years. This can be problematic as Dr.
Fritz Group, founder of MyMajors.com, asserts that 80 percent of college-bound students have
yet to choose a major and 50 percent of those that do declare a major change itT many doing
so two or three times in the course of their undergraduate career.® Three-year programs may
therefore not be a realistic option for the majority of students, but they would be beneficial for
those that know what they want to study, as it would expedite the undergraduate process so
that they may begin graduate school or enter the work force a year early.

Fourth, itis argued thatathree-€ SI NJ RS3INBS RSLINA@Sa addzRSyda 2
SELINASYOSzé OKFNIOGSNAT SR ackssihteragtibnfwith NP dzy’ R S R
professors, extracurricular experiences, and study abroad. Hartwick College, however, has

developed a three-year program that does not require students to take online or summer

courses. This ensures in-class interaction with professors and enables students to study abroad

or work in the summer.®

'.F

Case Studies

Europe is forging the way for three-year BAs with the implementation of the Bologna Process;
however, there are also some notable three-year BA programs offered in the United States. The
following section outlines these programs.

Case Study 4.1: The Bologna Process

The Bologna Declaration was signed in 1999 and represents a commitment by 45
countries in Europe to undertake reforms to achieve greater consistency and portability

BIfTATF2NR ! RSEYIYS a¢KS Instufe oiHigter EdudddoOPSIEYIAPrF209) | d{ ® 98 S & X ¢
84 .
Ibid.
*DretsS w2ylys a/2ttS3S omNBG268ofembel2G0S. Y 22NJ 5At SYYL ¢
¥a1 I NI gAO] [/ 2ttSASE NYyR G 62 NI HaNES coheEe Sews, NBeHrdhly Y 3 £
2009, 25 May 2010, <http://www.hartwick.edu/x26227.xml>.
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in their higher education systems by 2010.8” The framework is based on three cycles of

higher education qualifications, the first being athree-8 S NJ 6 I OK St 2 ND&a RS3N

Incontrasttofour-8 ST NJ 6 F OKSf 2 NQa LINE 3 NJ-&YSik Nyo FGOKKSS £! 2yN
LINE AN Y& dzy RSNJ GKS . 2f23yl t NRPOS&da I NB Y2N

major, and therefore place less emphasis on general education.®® The first Bologna
degrees were awarded in 2003, but many countries are still in the process of
implementing the Bologna framework. There is therefore very little data available to
FaaSaa GKS ydzYoSNI 2F aiddzRSyda GKIFG FAyY
relative rigor of the curricuf dzya O2 YLJ NBR (2 GKS (NI RA
the United States.

Case Study 4.2: Southern New Hampshire University

Southern New Hampshire University has offered a three-year honors program in
Business Administration since 1995. Program space is limited and the application
process is selective; however, it saves admitted students the cost of tuition and room
and board for a fourth year. This amounts to $39,118 in savings for students that live on
campus and $30,942 for students that live with their parents.*

The program is taught in the time frame of a traditional semester, but the course
content is delivered through comprehensive and interdisciplinary modules instead of
typical 3-credit classes. Students still complete 120 credits, the same number as
students in a traditional four-year degree program; however, they are not required to
take night, weekend or summer courses. Furthermore, more than 40 percent of the
coursework is related to liberal arts and general education, providing students with a
well-rounded education.”

Case Study 4.3: Hartwick College, New York

Hartwick College announced in February, 2009, that it will offer a new three-year

0l OKSf 2NRa RSINBS LINRPIAINI YD ¢KS LINRINXY Aa

cut around $40,000 in tuition and room and board off the current cost of earning an
undergraduate degree at Hartwick. If the opportunity cost of foregone earnings for

¥ Mariam AssefaanR w20 SNI { SRISAO1 = alGKS . 2f 2vbydEducatioONevsstind NI &
Reviews, January 2004.

* Ibid.

* Ibid.
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<http://www.snhu.edu/288.asp>.

T4 o0 . S NOav dzS/aR0 Asaithepn $1éwEHangpshire University, 2009, <http://www.snhu.edu/2540.asp>.
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attending college a fourth year was also included, which is on average $35,383 for an
18Hn &SIFNJ2fR gAGK | o0FOKSf2NRAP?RSINBS: a4l ¢

| I NJi & A @-efl BA pibdfaNIS based on a two semester academic calendar that
does not require students to take classes over the summer or online. Students who
choose to participate in the three-year BA program must still complete the normal
requirement of 120 hours of undergraduate study by averaging 18 hours each fall
semester, 18 hours each spring semester, and 4 hours during a special January Term for
three years.”

Case Study 4.4: Manchester College, Indiana

Manchester College announced its Fast Forward Program in November, 2007 that allows
d0dzRSyida Ay Fyeée YFI22NI G2 SINYy | ol OKStf 2NRa
of a more aggressive fall and spring schedule, a January session, two summer sessions

and online courses.” The program is designed for students who have a clear idea of

where they are headed after college, whether it is graduate school, law school, medical

school or a career in a specific field such as accounting, education or the sciences.” It is

estimated that the program can save students as much as $25,000 in tuition, fees, and

room and board in addition to potentially earning a salary a year earlier.’®

Conclusion

There are some limitations to three-year BA programs; however, the costs must be weighed
against the benefits to students of saving a fourth year of tuition and room and board, as well
as starting a career or graduate school a year early. For ambitious students that can handle
accelerated BA programs the savings are substantial, amounting to, on average, 548,807 for
public school students and $65,776 for private school students that are employed following the
completion of their degree.

Contention regarding the rigor and quality of three-year degree programs may ease with time

as programs mature and produce results that are measureable and comparable to four year

programs. A set of best practices and evaluating metrics may then be developed from which

other universities may structure three-2 ST NJ LINRINJ Y& GKI G0 o0Said YSSG
maintaining a quality education.

*The opportunity cost of attending college a fourth year was calculated by averaging the average male and

FSYIFHES AyO2YSa F2NJ (K2 &S -24(Ketisks BlreaudHist@iéalIntomdNiBbies-2B03)ANB S | I S
a1l NI gAO] [/ 2ttSASE NYyR G 62 NI HaNES coheEe Sews, NBeHrdhly Y 3 £

2009, 25 May 2010, <http://www.hartwick.edu/x26227.xml>.

*aClH ald ChahiBesteNdolEge, <http://fastforward.manchester.edu/>.

* Ibid.

* Ibid.
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#5: Outsource More Services

With recent financial difficulties, it is more important than ever for colleges to make the best
use of their limited resources. Responsible fiscal management necessitates that colleges decide
whether their many functions should be performed internally or outsourced to an external
service provider. Private enterprises increasingly outsource a wide variety of functions, but
colleges have remained averse to the prospect of outsourcing. Matt Johner described the state
of outsourcing as:

Gm. 88 y2 YSkya Yl
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28Ay3 GKAa G22f F2NJ &St
Instead, many colleges continue to perform the majority of their functions in-house, passing the

cost of unnecessary inefficiencies on to students in the form of higher tuition. A 2001 AACRAO

survey indicated that only a third of colleges outsourced a service that was once fulfilled in-

house.” Another national survey, conducted by the Mackinac Center for Public Policy, indicated

that colleges were outsourcing fewer services in 2001 than they were two years prior, with only

36 percent of institutions responding that they planned to increase their use of outsourcing in

the future.” This trend is partly due to a common attitude among some in higher education

GKFG 61 &8 SELINB&&SR o6& | f102N dzyAz2zy 2FFAOAL ¢
2dzii a2 dROA y I ¢

Rather than expend vast sums from limited resources in an effort to perform functions in-house
for which they do not have any particular expertise, colleges should focus on improving the
value of their core functions, for which they do possess a comparative advantage. For higher
education, this is most often instructional education and research. Institutions should therefore
focus on performing these functions in the most efficient manner possible, and consider
outsourcing non-core, but often necessary, functions to an external vendor who specializes in a
providing them. When determining which functions to outsource, colleges must make a
decision about whether to produce the service or procure it from elsewhere. That decision
should include consideration for a number of local issues and utilize a cost-benefit analysis.
There are a great number of functions that colleges should consider outsourcing that fit into
three general categories: student services, business functions, and educational functions.

al G W2KYSNE 4! ARAY3I ¢KNRdAzZAK hdziaz2dNOAYIY CAYLFYyOALf I A
University Business, January 2008.
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Officers Outsourcing Task Force, 2001.
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Report, Spring 2002.
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Center for College Affordability and Productivity

The Produce vs. Procure Decision

Colleges are complex institutions that perform a variety of functions and offer a number of
services that require resources to provide. This section will not question whether colleges
should perform certain functions or provide certain services, but instead will discuss how they
should go about doing so. After an institution has decided that it wants or needs a particular
function or service, there are two options for how to provide it: in-house or external
(outsourced). In other words, an institution must decide whether to provide the service with its
own staff and resources, or to procure it from an external vendor who specializes in providing a
particular function or service. We will describe both the benefits and the potential costs and
limitations of outsourcing, which must be considered when making an outsourcing decision.
Cost-benefit analysis should be performed after all pertinent information is addressed.

Benefits of Outsourcing

Outsourcing has become an important aspect of the contemporary business world that is not
limited to large corporations. Increasingly, small and medium-sized firms are outsourcing at
least some of their functions, primarily in an effort to reduce costs. Aside from reducing costs,
outsourcing has the potential to confer a number of other benefits, such as improving efficiency
and enhancing organizational flexibility. These are attractive propositions for colleges that have
growing bureaucratic workforces and sprawling campuses filled with a plethora of buildings for
administrative, classroom, office and recreational use, all of which entail operational and
maintenance costs.

Cost Reduction ¢ LaborO2 aiia | NB 2FGSy 2yS 2F Iy 2NBIFYAT | {A
not only wages, benefits, and payroll taxes, but also the costs related to hiring, managing, and

training employees. By outsourcing some functions, organizations are able to transfer these

responsibilities to a firm that is able to provide such services at a lower cost, due to its expertise

in providing a particular service and the fact that it likely already has access to a highly trained

professional workforce. Organizations are also able to control their capital costs by outsourcing,

as it permits them to convert fixed costs into variable ones and free up capital for alternative

uses.'®® This allows organizations to limit their need for plant, property, and equipment, which

also reduces the expenses associated with maintenance and upgrades of such capital assets.

Improve Efficiency ¢ A lack of in-house skills and the desire to improve operating efficiencies
were cited as the two most common reasons that colleges outsource in a 2002 survey.102
Outsourcing allows organizations to operate more efficiently by removing tasks that would
absorb valuable resources. It also provides them with access to technology and expertise that

YaeKS . SySTAGA 2F hdzi & AlteNiEdd.e6m, 27RRINDIY, Y f £ . dzAAYy SaaSazé
<http://www.allbusiness.com/human-resources/workforce-management-hiring/1084-1.html>.

PEmiliaYl YOKS@I LT aYSe /2yaARSNIGAZ2ya T2N { dzOOSBEDEAAsEA hdzii &2
Center for Applaied Research, 25 June 2002.
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they might not otherwise have.'®® In other words, outsourcing often permits greater
efficiencies than managing functions in-house, as firms specializing in a particular function often
have a comparative advantage104 in producing it. Specialization allows firms to develop an
expertise in a particular function that permits them to operate more efficiently through greater

economies of scale and process innovation.

Specialization often also results in enhanced production speed and quality. This creates a

greater value proposition by allowing organizations to focus resources on improving the value

of their core products and services, rather than spending limited resources on functions that

theydonothavS | O2YLI NI} G§AGS IRGIFIyGF3aAS Ay LISNF2NYAY3
efficiencies may be achieved by focusing on non-academic functions and employing
2dz0a2dzNOAY3IZTE gAlGK2dzi KFEGAy3a (2 GiKNBMPGSYy | OF

Enhance Organizational Flexibility ¢ As noted above, outsourcing permits organizations to free

up resources for alternative uses. This provides them with a greater degree of flexibility to

adapt to a changing environment more quickly and to meet the demands of their consumers.

CKA& LISNX¥YAGa yS¢ AYyAUGAFIGAGBGSa adzOK Fa LINRPIANI YA
functions to be streamlined and implemented at a more rapid pace, rather than being queued

at the back of the line because scarce resources are tied up. Outsourcing also gives

organizations the flexibility to alter their workforce in response to economic or other

environmental changes.

Potential Costs and Limitations

The U.S. has a diverse set of institutions of higher education that serve various missions. As
such, there are a number of potential costs and limitations that a college should consider when
deciding whether to outsource a particular function or service or to produce it in-house. A 2005
study by the Institute of Higher Education Policy identified six general areas of concern that an
institution should consider when making an outsourcing decision.'® The areas are listed below,
along with some related concerns and questions that should be assessed when making an
outsourcing decision.

Human Resources ¢ How will the change affect faculty and staff, especially when labor unions
and other contract employees are involved?

Bal NBE . dAKYLFY | YR W2 KY -nbs$oh-gfitical fantidni: & &IdzNdddithe Bsingcdst of/ 2 Y

O2f f S3IS I Lining §oidHayoDfSr Eduication, 2005.

104 Comparative advantage is an economic term referring to the ability of a party (an individual, firm, government

or other organization) to produce a particular good or service at a lower cost or with greater relative efficiency

than another party.

Pal NBE . dAKYlFY | YR W2 KY -nbsSoh-gfitical fanatidnis: & &IdzNdddithe Hsingcdst of/ 2 Y

O2ft t S3IS I LiniinG §old datioPfSr Eduication, 2005.

w2y lFfR tKALILA FyR WHEYA aSNRaz2GAaT SREzOP dzh 2 9 dz0P A yi 3 RAJE K.
Institute for Higher Education Policy, September 2005.
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Financial Implications ¢ How do the costs of producing internally compare to that of
outsourcing? Both immediate costs and potential long-run savings should be considered, and
some assumptions must be made.

Service Quality ¢ Will outsourcing reduce the quality of service provided to the student, and if
so, will this reduction in quality result in lower enrollment?

Legal and Ethical Considerations ¢ What are the potential legal, tax, and ethical ramifications?
Are there privacy issues that need to be addressed, such as FERPA?"’

Institutional Mission ¢ Is the service being considered for outsourcing essential to fulfilling an
yaldAddzianzyQa SRdzOIF A2yt YAadaA2yX FyR ¢g2dzZ R 2

Management Control ¢ To be efficient, colleges must be able to adapt to a changing
SYGANRYYSYylid 22dzZ R 2dzia2dzNOAYy3 I ASNBAOS KAYR
decisions in the face of a changing environment?

Areas that Can Likely Be Outsourced

There are three general areas in which colleges will find the most opportunities for outsourcing:
student services, professional services and educational services.

Student Services

Colleges provide a plethora of student services, such as dining, recreation, housing, and health
care, among others. Most often, these services are provided in-house by the institutions
themselves. Colleges do not have any particular advantage over the private sector in providing
such services, so they should consider outsourcing many of these services.

Food Services ¢ Residential colleges have historically provided students with meals at the
infamous campus dining halls and, more recently, in food courts and other dining facilities.
Colleges have also historically provided these food services internally. More recently, however,
many institutions have begun outsourcing some aspects of food services. In fact, around 61
percent of colleges reported outsourcing some aspect of food service in a 2002 survey.108
Central Michigan University, for example, consistently lost money on its retail food services
prior to contracting with a private provider in 1994. In the following five years, CMU reported
savings of approximately $890,000, along with an improvement in service.'®

197 EERPA is the Family Educational Rights and Privacy Act which provides specific legal restrictions on the

information that colleges collect, such as what can be shared and under what circumstances.

Pjean-al NAS | yaASt 23 GL& hdaiveis@ydeNikdds Magazive R@K . T2 NJ & 2 dzK &
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Report: Harry Privatizer and the Goblet of Fiscal Responsibility, Fall 2000.
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University of Southern Mississippi CFO Gregg Lassen said that he ascribed to legendary
YEYEF3SYSy(d 3IdzNHz t SGSNJ 5NHzO1 SNR& o6dzaAy S
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outsourcing, USM has realized cost savings, an upgrade to its dining facilities, and a
professionally trained service staff.!* In addition, USM is now in a position to hold its
contractor accountable for the quality and service that it provides through the use of a legally
enforceable contract and the option to solicit bids for competition.

Recreation ¢ High-quality recreation facilities have become increasingly common on campus, as
the current generation of students has come to expect state-of-the art recreation facilities that
contain modern exercise equipment, climbing walls, Olympic-sized pools, golf courses, and
more. Such facilities are expensive to build and maintain, and the costs of doing so are often
passed on to students in the form of mandatory fees, regardless of whether they make use of
the facilities.

There are several approaches that colleges could take to outsource recreation, depending on

SI OK A ysddititularcdicdmatah@s. If a college already has a recreation center, then it
could outsource its management to an outside firm. One such firm that has found a niche in this
market is Centers, which provides recreational management services to small institutions that
have high-i SOK NBONBIF A2y FlLOAfAGASA o0dzi R2y Qi
operate them. Centers has a policy of not advertising its name or logo on campus facilities or
equipment, in order to allow colleges to maintain their brand and to avoid the stigma of being

an outsider. Centers has thus far landed contracts with Cleveland State University, Depaul
University, and Jackson State University.111

Some colleges may not have a recreation center, but would like to provide students with access
to one. For such institutions, building and managing an exercise center is likely not the optimal
strategy. Rather, it might be more cost effective to contract with area fitness centers to provide
students with memberships at a group rate. This would be not only save the college money, but
could also benefit the students who gain access to fitness centers at a lower cost. The College of
Charleston (CofC) took this approach in partnering with a local athletic club, East Shore Athletic
Club (ESAC), instead of building its own facility.**

Housing ¢ Many colleges have traditionally provided students with housing in dormitories and
other institutionally-owned facilities, at least for the first year or two of college. Colleges house
approximately 28 percent of students nationwide in institutionally-owned housing. As the cost
of operating such facilities and demand for college have grown, some colleges have begun to

Wiean-al NAS | y3St 23 aL& hdaiveis@ydeNikdds Magazive R@K . T2 NJ & 2 dzK &

WMONREFY 51 @GARA2Y I aCAlGySaa Yyl BibesBusitiess RewdW ApfilRogR & |

Wb YLdza 2 NFS S iR Lbofegs NBHarlbstoB, Yebréary 2010,
<http://www.cofc.edu/campuslife/sportsandrecreation/index.php>.
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outsource portions of their housing needs to the private market. Around 10 percent of
universities outsourced some of their housing to private firms in 200613

The University of Texas system began outsourcing some of its campus housing needs in 1989,

when UT Dallas contracted with a private firm to construct and manage Waterview Park

Apartments, which contains around 1,000 units and houses about 3,000 students. One senior

UTD official estimated that the arrangement saved the institution at least $500,000 a year, and

the model was emulated at other UT campuses. According to this official, the school has two

types of management agreements with its privatized housing system. Under the first, the

Gdzy AGSNBRAGE NBOSA@PSaAE || O2YYAaaAizy olaSR 2y 3N
2LISNI GSR 2y OF YLza o6& IS 102l RS (REBIt & IKEID dzy A
from the units it owns all income minus a flat percentage fee, which is paid to the private
RSOSt2LISN GKFG YFIylFr3aSa GKS dzyAaida FyR LI &a (KS
conferred to the institution are to ability to offer off-campus student housing without making a

capital investment, and the opportunity to avoid the operational expenses associated with

managing a housing operation.'**

Healthcare Services ¢ Most residential colleges provide students with healthcare services, often
with a campus facility dedicated to providing counseling, examinations, vaccinations, and other
medical treatments. As the American public is well aware, the costs of providing healthcare
continue to rise. Although students require access to healthcare facilities and colleges must
often comply with public health requirements, it is questionable whether colleges should be in
the business of managing such facilities and performing medical services, with the possible
exception being universities that run a hospital or other medical training facilities. For most
colleges, however, it would be much more cost effective, and likely create higher quality care,
to outsource healthcare services to a private organization with expertise in the field.

In an effort to reduce the costs and improve the accuracy of compliance with a meningitis
vaccination law in New York, Columbia University hired FairChoice Systems to move its paper-
based management compliance system online. Columbia not only reported higher compliance
rates with the electronic system, but also realized a 25 to 30 percent reduction in staff time
devoted to compliance with the law. The Polytechnic Institute of NYU also hired FairChoice to
automate its vaccination compliance efforts, and was able to reduce its processing cost from
$26 to $1 per vaccination. It also saw a significant reduction in the delay time and resources
required for processing.115

W51 @3S { SNDKdzl = a¢KS bSs . gzA B$ Sdriksi1d ErtedmBet 2006.3SY | | Y5 dzZNB S N
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Report: Harry Privatizer and the Goblet of Fiscal Responsibility, Fall 2000.
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Professional Services

Colleges are often complex institutions that require professional services such as accounting

and financial management, information technology, and maintenance in order to operate.
lfoAY2 . I NNBNFY 2F t NBPGARSYOS /2ftfS3S adza3as
be non-tradable (back-office operations, call centers, data management, and accounting

sectors) have now been made fully tradable because of advances in communications and
computational technologies. Location is increasingly insignificant in the provision of these

& S NI R°Qvhda gréwing number of private firms dedicated to providing expert services for

hire, colleges stand to benefit by outsourcing professional services.

Information Technology ¢ Colleges have become increasingly information-based and
electronically organized, and, therefore, IT has become an important function. In the past some
universities were capable of developing and maintaining an IT-based infrastructure, but as
technology has evolved at a rapid pace and become increasingly integrated into the higher
education landscape, universities are no longer able to provide IT-related services at a level of
quality and efficiency comparable to private specialized IT firms. Information technology is an
area that is commonly outsourced in the private sector because it is more cost-effective and
efficient to hire specialists when needed rather than keep them on staff permanently. Yet there
remains a certain amount of resistance in higher education to outsourcing IT services to private
firms. EDUCAUSE estimated that outsourcing comprised about 6 percent of total higher
education IT spending in 2002, a proportion that was about two thirds of that in the
commercial market and one third of that of the U.S. federal government.117

The private sector has realized the biggest gains in outsourcing help desk, desktop support,

data center operations, and website functions. 118 Most of these functions can be described as
transaction processes, for which Bill Bradfield suggested that colleges outsource, stating that

GF O02dzy G 6 Af AMEXSNI $IRODIZNB 2 yA R2K QU Y2UADI GS
ASNIAOSa OSNE ¢Sttt XPFdzyOllAz2ya GKIF G NBI dzai NB
g K2 aLISOA LI tothesIT fiingtiond tKaBhigle€education institutions have started to
outsource include asset management, disaster recovery, security, and vulnerability

detection.’®

4

Financial Services ¢ Colleges are large institutions that require accounting and financial 