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The financing of higher education throughout theld/bas seen dramatic changes in the
last decades of the ®0and the first decade of the 2&enturies- In the main, these
changes in financing are responses to a worldwitEnpmenon of higher educational
costs tending to rise at rates considerably in o the corresponding rates of increase
of available revenues, especially those revenuas dhe dependent on taxation. The
consequence in most of the world has been a sleodhgevenue to accommodate both
the increasing costs of instruction and researchval as (and exacerbated by) the
increasing revenue needs of rising enrollments.s&hdiverging trajectories—of very
rapidly increasing resource needs and more stateven faltering revenues from state
budgets—must, in turn, be met by solutions eitloerboth) on the cost side or on the
revenue side. The cost-revenue squeeze itself hsasveome of the so-callemblutions
thereto can have a deleterious impact on both tgyuatid capacity of universities and
other institutions of postsecondary education amdston the goal in virtually all
countries to expand higher educational participatiod accessibility. As the chapters in
this book examine the link between higher educdiimance and access, this introductory
chapter attempts to provide a conceptual framewiork that examination in the
identification of worldwide trends in the financimg higher eduction and the dominant
solutions to the above mentioned cost-revenue gguee

Trendsin Financing Higher Education

Six trends in the latter years of the™énd early years of the $tenturies—each with
economic, political, and social roots and consegegr-are noteworthy for their impacts
on the financing of higher education and in turrhfher educational participation and
accessibility. These trends, while varying both aghoountries and within each country,
form the context for higher education’s currentig@spread financial austerity as well as
for the emerging policy solutions which, while agaiarying both among and within
countries, exhibit some very similar patterns.umsary, these trends are:

1. Increasing unit, or per-student, costs of instarcti
2. Increasing enroliments.
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3. The increasingly knowledge-based economies and dbesequent additional
expectations upon higher education as a major ergfireconomic development and
individual betterment.

4. The failure of governmental, or public, revenuesnaintain theirshare of the cost
increases resulting from the aforementioned presswn higher educational
expenditures.

5. Increasing globalization (which contributes bottitte increasing cost trajectories and
to the faltering governmental revenues).

6. Increasing liberalization of economies and the ltegydecentralization, devolution,
and privatization of public and private systems sstitutions of higher education.

We will look first at each of these trends, aftehieh we will examine the
dominant consequence—which is an increasing higkducational austerity—and
conclude with an examination of some current padichutions.

Increasing Unit, or Per-Student, Costs of I nstruction

The fundamental financial problem of higher edwratll over the world, and the reason
that even wealthy institutions can feel the pin¢hawosterity, begins with the fact that
universities face #&ajectory of annual cost increases, the natural and quipeogpate
rate of increase of which is the rate of incredsther wages and salaries, which in turn
tends to track the rate of increase of wages alattiss in the general economy—or, if
there is any real growth in the economyiirdtation plus This is the so-calledost
disease or the phenomenon of thésing relative unit costdn the labor intensive,
productivity immune (or at least productivity rdaist), sectors of the economy—which
include symphony orchestras, schools, and univessiand which phenomenon was first
articulated by Baumol and Bowen (1966). Accelexatinis natural rate of unit (or per-
student) cost increase are other factors pecubamany universities that further
accelerate annual cost increases in varying degreesfferent countries, depending
mostly on available revenues:

* technology, which in higher education tends ndbtweer costs by substituting capital
for labor and driving down unit costs as it doesmnost of the private, for-profit,
goods-producing sectors, but to increase costs—esapity altering the very nature
and improving the value of the product, but saljuiring more, not less, revenue;

e constant change as new programs are added (altm@stsafaster than old ones—
and their faculty and staff—can be shed); and

* the already high and rapidly increasing costs eéaech, especially in the physical
and biomedical sciences with their high technolegpenses, and especially where
faculty and administrative ambition are content siotply with a constant share of
prestige or of the enrollment market, but where ¢lite and thewould beelite
universities seek greater scholarly recognitionftedbeand more academically
qualified students, and higher rankings on suckridtional league tables as the
Times Higher Education Supplemen¥¢orld’s Top 200 Universitiesr Shanghai
Jiao Tong University’$\cademic Ranking of World Universities



Higher education finance, then, is burdened witfatural unit cost trajectory that
in normal years will exceed the average rate ofelmse of consumer prices generally:
that is, will naturally exceed the rate of inflatioYear-in and year-out. Not, as some
politicians and journalists would have it, at aeraf increase that “just can’'t continue
to rise like this) but at a rate of increase that very well can prabably will continue to
rise at such rates as long as either taxpayersn{gror students, or all of them together
are willing to pay* This natural unit cost increase ifflation plusis not a mark of
managerial ineptitude or of faculty inefficiencyt is, rather, the entirely natural
consequence of the nature of the underlying higdtercational production function—
along with the fact that in any set of measuresdhato be averaged, approximately one-
half of them will be above, and about one-half belthis average. And since an official
rate of inflation is nothing more (or less) thanauerage of a great many price increases,
it should be no surprise that the cost and priceeases of about one-half of the goods
and/or services produced in any economy—includirgipdr education with its limited
capaslcity for the replacement of faculty with teclogy—will be in this ‘greater thari
half.

Increasing Enrollments

The second trend, affecting national systems mabean tindividual universities, is
increasing enroliments. These increases, whichlerate the financial impact of the
aforementioned increases in per-student costsa &waction of three forces, which vary
greatly among countries. The first of these is dgmaphics: specifically the change
(generally the growth) over time in the number otith within the conventional college
or university age cohort (ages 18 through about 3®me countries such as lItaly,
Germany, and other countries in Southern Europssiduand Japan are experiencing
demographic declines. Most countries, however—agatly all low income countries,
are experiencing increases in the traditional usitqeage cohort (UNESCO-UIS/OECD
2005).

The second force affecting enrollments is the pgdtion rate of this (generally
increasing) university age cohort (UNESCO Institie Statistics 2006). Increasing
participation, in turn, is a function of: (a) inees in enroliments at secondary levels; (b)
changing employment opportunities and a percepifdncreasing competition for these
fewer “good” jobs which will be enhanced by highestucation; and (c) an increasing
regard for social and economic mobility and justitmading to policies designed to
increase higher educational participation, paréidyl among those traditionally less
represented, such as ethnic and linguistic mimitgirls (in some cultures), or students
from poor secondary schools or otherwise thougbeteducationally disadvantaged.

2 This does not mean that spendwitj increase: indeed, it usually does not—and thikéswidespread
condition of austerity that we are trying to expldn short, thisiatural per-student expenditure is what it
would take to truly “keep up” anadot be plagued by the aforementiormadnifestations of austerity

% This explanation for the increasing costs of higkgucation does not take into consideration the
possibility that the cost and the price of the kigbducational product may be increasing becagse th
quality of the product is improvingr that thecostof the product—say, public higher education--may
actually bedecreasing—as labor costs are cut through wage and salaggdeand the substitution of
cheap part-time labor for fully qualified (but exyséve) full-time labor, or as productivity is fot¢o
increase simply by “speeding up the line” througityér class sizes or increased teaching loads.



A final factor affecting enrollments in some cougdris the increasing amount, or
final level, of higher education per entering sttdd his, too, is aacceleratingfactor as
first degree graduates perceive a need for evehehidevels of education to be
competitive (e.g. the growth of MBAs and other pssional master's degrees) and as
professions (especially licensed professions sucheachers, and the non-physician
health professions) endeavor to raise their statune limit the numbers allowed to
practice (thus limiting competition and enhancitagiss and remuneratiorf).

The impact of increasing enrollments on the finagcof higher education, at
least in the first instance, is to increase thd eosl thus to increase yearly the public
resources required to maintain the quality of thliucational product—the likely
shortfalls of which are be the focus of much ofstimonograph. At the same time,
increasing enrollments also makes more possiblditias of management actions—for
example, raising student-to-faculty ratios or inmpésting new and more cost-effective
pedagogies—that are extremely difficult in a modestable or declining enroliments,
where efficiency measures almost inevitably meamiteting jobs and incurring the
extraordinary levels of resistance and demorabmathat attend any downsizing of an
institution.

The Increasingly Knowledge-Based Economy

The third factor affecting the financing of higrextucation in virtually all countries is the
increasing share of world production, especiallyhia already industrialized countries,
that is moving either into services or into thecstled knowledge-based economy of
high tech, design, finance, management and thgdikeé even in manufacturing, moving
into modes that are less labor- and more capitahsive). The result is to increase the
value, both to countries and to individuals, ofesist some forms of higher education:
especially management, finance, law, and the deecabTEM fields of science,
mathematics, engineering, and technology (WorldkB2002). The financial impact of
this increasingly knowledge-based economy on higdtkrcation is manifested by the
new (and usually more expensive) educational prograffered and by a redistribution
of faculty and students among these new programogh (bffects tending to further
accelerate the increase in per-student costs) #&ul ky the increased premium to
individuals who have the requisite higher educaasnwell as to countries with higher
education systems that are high quality, orientedvé¢eds of employers, and broadly
inclusive.

This trend forms a third source for the increasmegenue needs of higher
education everywhere and for the even greater i@gitystéhen these revenue needs are not
forthcoming. At the same time, it also lays the ugrdwork for the possibility of
increased higher educational investments both fgorernments (where such increases
are possible and politically feasible) as well s students or parents (also where such
contributions are politically feasible and techtiicgpossible—as with student loan
opportunities).

* This may be countered in the E.U. Bologna regiith w shortened (bachelors) first degree on the
Continent. But the growth of professional mastdegrees is likely to show there as well.



Faltering Governmental (Tax) Revenues

Governments everywhere struggle increasingly uedealating burdens of pensions and
the rising costs of elementary and secondary euncdtealth care, public infrastructure,
security, and other social welfare costs. Electsrain many highly industrialized
countries have been getting more conservativeicpéatly in their distaste for taxation
and what they perceive to be wasteful governmeahdipg. Many European countries,
with their high social welfare costs, and typicalyending from one-third to more than
one-half of national gross domestic products in plsblic sector, are trying to shift
productive resources to the private sector aneédace public deficits to comply with the
requirements of the European Community and the Emme. Russia, the rest of the
countries that have emerged from the former Sdvyrmabn, and the former Communist
countries of Central and Eastern Europe all lalalen the enormous costs of building an
internationally-competitive productive infrastructuand weaning a labor force away
from its deeply rooted dependence on state ensespiand governmental employment.
The United States struggles with an over-consumimgler-saving population that is
unwilling to tax itself for the public benefitsdemands.

Taxation in the developing countries, where promcand incomes often tend to
be low anyway, is technically difficult. The finaatchallenge to governments is how to
get a share of purchasing power when relativetie livealth comes from large, stable
enterprises that can be taxed and that can alsmirged upon to withhold taxes from
their employees. Former Communist countries, oreg@eddent on easy and extensive
turnover taxes on state-owned enterprises, now reethx personal or corporate
incomes, retail or commercial transactions, angfoperty—all of which are difficult to
calculate, expensive to collect, and relativelyydasevade. Businesses and individuals in
many countries seem increasingly able to hide ireornd the value of their taxable
assets. And even in the wealthy highly industredizountries with efficient tax systems,
the increasing globalization of the world economsgg below) encourages productive
enterprises and wealthy individuals to flee to ¢das with lower taxes.

Finally, governments everywhere are contending vpthitically and socially
compelling competing needs for these increasingrce tax revenues. In much of the
developing world and in many transitional countrigge competitors for public revenue
include the replacement of decrepit public infrastuire, unfunded pension obligations,
the need in most countries for a workable sociétganet, and the cost of reversing
generations of environmental degradation. In Suta&m Africa, the competition for the
extremely scarce public dollar is truly formidalaled includes, in addition to the needs
listed above, public health, the old scourge ofanaland new pandemic of HIV-AIDS,
elementary secondary education, and assistancebsullg faltering economy. Finally,
although the government (or taxpayer) in most d®yial countries as throughout the
world will continue to be the principal revenue smufor public higher education, most
or even all of whatever limited additional revernten be squeezed out of the public
treasuries for higher education will be absorbedthy need to accommodate the
inevitably expanding enrollments, leaving littlermthing to accommodate what ought to
be the rising unit, or per-student, costs (muck Ekwing investment in new programs
and pedagogies or in academic research).



I ncreasing Globalization

Globalization is not well-defined and is almost tagily an overused term in the
discourse of higher education and of the econoputitical, and social trends that form
the backdrop for this review of worldwide trendstive financing of higher education.
For the purpose of this chapter, however, globatinarefers to the increasing
internationalization(which implies a diminishing significance of natad borders and
even of nation states themselves) of: i(dprmation and knowledgewhich is greatly
facilitated by telecommunications that can sendobi$ of digitized bits of information
per second by optical fiber or microwave for fran8 of pennies per mile; (bapital, or
the flows of claims on wealth between savers andolers (or investors), including
students; and (groduction which is increasingly sophisticated, technicald @apital-
rich and which is therefore increasingly mobile gneldisposed to locating where politics
are stable, labor costs are low, contracts areregdible, and tax and regulatory climates
are benign. Thus in the globalized economy, weaith power increasingly flow less
from the location of natural resources (with theception of oil and gas) and the
production of goods, and more from the ownershigagital and knowledge, protected
by enforceable contracts, patents, copyrights, lahsing agreements. Globalization
further brings ahinning of the significance of that which is (or was) oatl and local,
whether it be language, culture, traditions, ornmgrand a correspondingly hegemonic
flow of language and culture from the highly indisdized and technologically
sophisticated countries represented by the mendidtee OECD (especially the United
States and the other English-speaking members).

The impact of globalization on higher educatiorafine is to further raise the
stakes to both nations and individuals of havinglotaining high levels of knowledge
and skills—and thus to increased levels of qudlipher education. Globalization also
applies directly to higher education in the inceshsbility of universities and other
suppliers of knowledge to transmit this knowledgeoas borders electronically and
without much, if any, control or even regulation legal or nation state governments.
Finally, globalization has a profound impact on fivancing of all publicly financed
agencies, including universities (both public ant/gie), in its limiting effect on the
ability of governments to tax and thus to keep uih Wigher education’s voracious and
continuous revenue needs (and so underscoring niperative of increasing non-
governmental revenues).

Increasing Liberalization of Economies

A final trend or set of related trends in most doi@s (most wrenchingly in the former
Communist countries) is a movement in the directadnincreasing liberalization of
economies. This trend conveys a greater reliang@moacceptance of) market forces and
a commensurately lesser dependence on governmealiotmate resources, set prices,
determine production technologies, and compensadigiduals for their contributions to
output. Along with this increasing liberalizatiororoes increased decentralization,
devolution, and privatization of the productive Beamy—including institutions such as
public universities that may remain publicly ownaad ultimately publicly controlled,
but that are increasinglprivatized in their reliance on non-governmental revenues,
responsovened4ss to market forces, and incorporafiomanagerial norm associated with
private enterprise. Although large public sect@snerous economic safety nets, and



redistributive taxes remain in many countries (é¢tge Nordic countries), and public
ownership and heavy regulation of factories anarfoial institutions remain in most
formerly communist countries (e.g. Russia and Ohitlee governmental ownership of all
means of production and tlokrigisme of governmental bureaucracies in most countries
are giving way to governmentateeringand to the policies and procedures associated
with theNew Public Managemei(Barzeley 2001, Almaral 2003).

Two complementary effects of this liberalization loigher education are, first,
the encouragement of private higher education (otiprofit and not-for-profit) and
second and equally important, ghevatizationof public higher education. Regardless of
the legalpublicnessor privatenessof their ownership or the seemirgublicnessor
privateness of their missions or their degree of dependence poiblic revenue,
universities around the world, including both paldind private institutions, are moving
(or being forced to move) from a status very muké &ll other state agencies—that is,
with clear governmental ownership, substantial goweental or ministerial control, and
governmental or civil service employment of facufiyd staff—toward the status of
public corporations empowered to raise and keep supplemental reveamploy and
compensate staff, make contracts, incur debt, aadsd be sued in courts of law.

Higher Educational Austerity

The immediate effect of these trends on the fimanoif higher education (again, varying
by country) has been increasing austerity in usities and other institutions of
postsecondary education as well as in nationaksystof higher education. This nearly
universal—and growing—higher educational austentyurn has affected:

* Universities and other institutions of higher edtica: manifested by e.qg.
overcrowding of lecture theatres; restive and ot unhappy faculty;
insufficient or outdated library holdings, compugtirand Internet connectivity; a
deterioration of physical plants; less time andpsupfor faculty research; and a
widely assumed loss in the quality of both teachamgl learning as well as of
research.

» National systems of higher educatiomanifested by capacity constraints, the
inability to accommodate all graduates of acadess@condary levels who are
capable and desirous of further study, a loss ef riost talented faculty to
countries with fewer financial troubles, and anr@asing inability to compete in
the global knowledge economy.

» Studentsfacing tuition fees where there used to be nanespy rapidly rising fees
where they have existed, in addition to the risaogts of student living—all
contributing to the need to work and earn whiledging, or the need to go into
debt, or both, for those fortunate enough to fingace at all (with many having
left the system long before secondary school comaplenever experiencing even
the possibility of tertiary education).

This austerity has been most crippling in Sub-Samakfrica but is serious
throughout the developing countries, as well asnemy of the so-calledransitional
countries, especially those emerging from the fori®eviet Union. But the kind of
austerity manifested in serious overcrowding casden as well in much of Europe and



Latin America, with students unable to find seatsecture theatres and with instruction
reduced to didactics and only rarely open to disioms or the opportunity to ask
guestions. And the kinds of austerity manifestedhim loss of secure faculty positions
and faculty morale or in students leaving highenoadion with burdensome levels of
debt can be seen in countries as affluent as theedistates, the United Kingdom,
Sweden, and Canada.

Beyond this sheer austerity, and especially ndblee@n countries that have
moved toward the political right, is a diminutiohtaust in government and in the public
sector generally, including (perhaps especiallyblipuuniversities. This governmental
mood goes beyond a mere insufficiency in publicgaisi to a loss of the esteem in which
public universities were once held, to calls fodiadnal and frequently burdensome
systems of accountability, and to new forms of gomeental intrusion into the
management of universities (sometimes contradidtiegmore general trend away from
over-regulation and toward greater university aatoy).

Policy Solutionsto Higher Educational Austerity
Cost-Side Solutions

In response to these financial pressures and iagademands for accountability,
universities and national systems have sought isakit Those solutions on thmost
side—for example, increasing class sizes and teachwaglsl, deferring maintenance,
substituting lower cost part-time faculty for highmost full-time faculty, and dropping
low priority programs—are both difficult, acadenilgaproblematic, and heavily
contested, especially by the faculty and theirtjali allies who frequently reject outright
the claims of insufficient public revenues and wlewen if they accept the basic
economic principle of scarcity, may have very dif@ notions of proper academic
priorities from either their governments or themwversity leaders. Most injurious of all
cost-side solutions to the goal of greater higluercational participation and accessibility
are the solutions that simply limit capacity in tlogv-price public institutions of higher
education (including both research universities dedching-oriented colleges and
technical institutes) and force increasing numlzérgoung men and women who have
completed secondary education prepared for, anidiraspo, higher education of some
sort, into higher priced (and generally lower quyalprivate colleges and universities or
into the fee-paying tracks of the public univeest—or, lacking the family resources to
pay for the higher costs of private instruction &nel high costs everywhere of food and
lodging, into the workforce and forever away froneit aspirations to a post-secondary
education.

Strategic cost-side solutions, on the other haock@ (at some point after serious
political negotiation for additional public resoas) the fundamental limitation of higher
educational revenues and seek to use availableuneso more wisely—that is,
strategically—in pursuit of the mix of goals thatillwinclude such (occasionally
divergent) aims as academic quality, capacity,aa®juity, and responsiveness to the
needs of students, employers, and society alikee anagement of governmental
agencies and the norms of civil service employmemiiich prize continuity of
employment above all else—are generally incompatibith many strategic cost-side
solutions to the financial problems characterisfiainiversities and other institutions of



higher education. Typical problems with governmagéncies are laws, contracts and
political considerations that forbid terminatingafét(for any but the most egregious
reason), hiring part time or temporary workers,trsting out services, carrying unspent
funds forward from one fiscal year to the next,sbifting available funds from one

budget category to another.

There has been a clear shift in governmental lavgsragulations dealing with
public universities in the last decade or two, eggly in Europe (e.g. the Netherlands
and the UK), in many Canadian provinces and vilyuall American states, and very
recently in China and Japan all in the directiongoéater managerial autonomy and
flexibility, frequently transforming public univetes from simple governmental
agencies intopublic corporations with the new authorities described under the
liberalization trend described above. These new developmentgréater managerial
autonomy and flexibility—essentially moving towarchnagerial models associated with
private enterprise—are collectively sometimes reférto asNew Public Management
and are designed to maximize the university's oistmi teaching and research for the
public, or taxpayer, dollar, as well as to provideentives for maximizing other-than-
governmental revenue (Amaral, Meek, and Larsen 2868jst 2006).

In New Public Management, the university rathemtlti@e ministry or the state
budget office may be given authority, for exampde,

 establish wage and salary policies (formerly reseéne the ministry or parliament
and to the government’s financial, personnel, anitl gervice bureaucracies);

* reallocate expenditures from one category to amatheesponse to institutionally-
determined priorities (formerly generally forbidden

 carry forward unspent funds from one fiscal periodhe next, thus encouraging
savings and institutional investment and discourg@gpending for no reason other
than avoidance of loss or the appearance of arssixeebudget;

* enter into contracts with outside agencies and nessies expeditiously and
competitively (formerly too frequently politicizexhd prolonged); and

* receive and own assets and sometimes even bormweur debt (not allowed in
ordinary government agencies).

With such authority increasingly vested in a prestdor chief executive officer
selected by a governing board (as in the UniteteStdhe United Kingdom and in other
non-European countries) rather than in a facukgteld rector (as in most of the
European Continent), cost-side solutions to finanshortfalls may seek ttmwer the
average per-student costs of instruction in wagh s1$: (a) substituting lower-cost junior
or part-time faculty for higher-cost senior facul{) lowering the faculty-student ratio
by increasing average class size, (c¢) increasiaghteg loads, and (d) differentiating
faculty workloads. All such solutions are painfuldaall will be resisted especially by
faculty and staff and their political allies. Inetlend, while cutting instructional expenses
needs to be part of the solution to higher edunaianderlying financial dilemma, cost-
side solutions alone will be insufficient for bathbstantive and political reasons. They
are too divisive and too easily politicizébm both sidegthat is, from those on the
outside who believe there are far more cuts ydietmade, as well as those on the inside



who believe that the cuts that have already beedenvaere unnecessary and have
virtually destroyed their universities). But moragortantly, the gap from the diverging

trajectories of higher educational costs and ablElaevenues is simply too wide to be
closed by further cuts in expenditures alone, evigm some of the more radical cost-side
solutionslike mergers and distance education. Finally, angnor even in most countries,

the low hanging fruit of easy expenditure cuts atiter efficiency measures have long
since been taken, leaving only the most difficud @ducationally problematic solutions

on the cost-side. In short—and as segue to the semtion—higher education in almost
all countries must turn to non-governmental reventge supplement the increasingly
insufficient revenue available from governments.

Revenue Supplementation and Cost-sharing

Revenue supplementation as an alternative to adhg@ and as a preferred route to
financial viability may take the form of faculty énnstitutional entrepreneurship, as in
the selling of specialized and marketable teaclingcholarship, or in the renting of
university facilities, or in the commercial markegiof research discoveries. It may take
the form of fund raising, appealing to alumni anthen donors. Or—and the most
sustainable and potentially lucrative—it may take torm of what has come to be known
as cost-sharing The termcost-sharingrefers to a shift of at least some of the higher
educational cost burden from governments, or taeqsayto parents and/or students
(Johnstone 1986, 2003, 2004, 2006). Cost-sharitigus both a statement of fact—that
is, that the costs of higher education al@red among governments (or taxpayers),
parents, students, and philanthropists—and alsdemence to a policy shift of some of
these costs from a predominate (sometimes a Wytuakclusive) reliance on
governments to being shared among parents andbbergs in addition to taxpayers.

Cost-sharing is most associated with tuition feled ‘aiser charges,” especially
for governmentally- or institutionally-provided nmoand board. However, a policy shift
in the direction of greater cost-sharing can takeesal forms:

1. The beginning of tuition (where higher educatiors\i@merly free or nearly so).
This would be the case in China in 1997, or ThetéthKingdom in 1998, or
Austria in 2001.

2. The addition of a special tuition-paying track vehimaintaining free higher
education for the regularly admitted, state-suppdrstudentsSuch adual track
tuition feepreserves the legal and political appearance @f lfigher education,
which is particularly important (and is frequenégshrined in a constitution or a
framework law) in formerly Marxist countries such Russia, most of East and
Central Europe, and other countries that were qase of the former Soviet
Union, as well as to countries in East Africa witteir legacy of African
Socialism.

3. A very sharp rise in tuition (where public sectoitibn already exists)A shift in
the direction of greater cost-sharing requires thatrise in tuition be greater than
the rise in institutional costs generally in ordier the governments, or
taxpayer’s, share to be lessened, and the pammffsor student’s shares to rise
commensurately. This has been the case recentiyost of the states in the
United States and most of the provinces in Canadaany state and provincial

10



governments have failed to maintain their formenafges” of public university

expenses and as public university tuitions have liemeased very rapidly to “fill

in the gaps” left by the failure of government furgito keep pace with the rising
costs of higher education.

4. The imposition of “user charges,” or fees, to reepthe expenses of what were
once governmentally- or institutionally- provide@n@ heavily subsidized)
residence and dining hall§his has been happening in most countries, inctudi
virtually all the formerly Communist/Socialist caues, and most notably and
controversially, most of the countries in Sub-SahaAfrica, where subsidized
living costs at one time absorbed the bulk the éigtducational budgets. In the
Nordic countries of Sweden, Norway, Finland, andniark, where higher
education remains “free,” the expenses to studmetexclusively the expenses of
student living, which are very high in those coiggrand which are “shared”
neither by taxpayers nor (at least officially) bgrents, but rather are borne
mainly or entirely by the students, largely in tioem of student loans (which
costs are still shared by the taxpayer in the fofmepayment subsidies).

5. The elimination or reduction of student grants onalarships This is sometimes
accomplished simply by “freezing” grant or loanéés; or holding them constant
in the face of general inflation, which then erodlesir real value. This began
happening to the once very generous grants in iBrifahich were later
abandoned altogether) and has happened to the ofallne maintenance grants in
most of the communist or socialist countries of fibrener Soviet Union, Eastern
and Central Europe, and Asia, as well as many cegnh Africa.

6. An increase in the effective cost recovery on studeans This can be
accomplished through a diminution of the subsidiesstudent loans (similar to
the diminution in the value of non-repayable graatsd might be accomplished
through an increase in interest rates, or a reoluan the length of time that
interest is not charged, or through a reductiothennumbers of loans for which
the repayments, for any number of reasons, aravingOr, the effective cost
recovery might be accomplished through a tightenafgcollections, or a
reduction in the instances of default (as in thé&&ghStates in the 1990s) with no
change in the effective rates of interest paidimgé who were repaying anyway.

7. The limitation of capacity in the low or tuitioref public sector together with the
official encouragement (and frequently some publibsidization) of a tuition-
dependent private higher education sect& number of countries—notably
Japan, Korea, the Philippines, Indonesia, Brazil] ather countries in Latin
America and East Asia—have avoided much of whatldvotherwise have been
significant governmental expenditure on higher adioa by keeping a limited
public sector—usually elite and selective—and sigftmuch of the costs of
expanded participation to parents and studentugirahe encouragement of a
substantial and growing private higher educatiaricse

Although cost-sharing may take on these different forms, ithposition of,
and/or large increases in, tuition fees provides gheatest financial impact. This is
because tuition fees, aside from the need to redmatee of the aggregate income in the
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form of grants or discounts to preserve accessipitian be both financially significant
and on-going, and can even be designed to regufanigase, thus keeping pace with the
inevitably rising per-student costs of instructighiso, unlike most forms of faculty
entrepreneurship, tuition fees do not divert facditom the core instructional mission
(and according to many observers, actually haveereeficial effect of improving the
quality of teaching and the relevance of the cutdm). Perhaps for these reasons,
tuition fees are also the most politically chargedl ideologically resisted form of cost-
sharing and thus have become a symbol of the coifitween those who believe that
government must continue to provide higher edundtiee of any charge, and those who
believe in the imperative of cost-sharing and esplgaf tuition fees.

Political and Ideological Context

The trends that so affect the financing of highdmaation as well as the various policy
solutions to the resulting austerity described a&boecur within country-specific as well
as global political and ideological contexts. A¢ tlisk of gross oversimplification, at the
extreme political and ideological left remain thasews accepting the appropriateness of
governmental ownership of virtually all institutaiized means of production (including
universities and colleges) as well as governmermddcation of resources, the
establishment of prices, and the remuneration ofkers. However, as the former
commandeconomies have given way to the so-caltezhsitional economies, which
accept a large role for private enterprise anduiedul place of markets in the allocation
of resources and rewards, the political left hasobee characterized (among other ways)
less by its adherence to an old Soviet systemadymtion, distribution, and reward and
more by its continuing advocacy of high levels a{ation, governmental regulation, and
public employment, and by its criticism of the ino® disparities, economic instability,
competition, and commercialism associated with @@rknd capitalism. Thagitical left

is preoccupied with what it sees as the pervasileeaf race/ethnicity, gender, and socio-
economic class in the distribution of power, statsd wealth in those countries that
embrace markets and private enterprise, and istemdiew poor countries (similar to the
way it views poor people) as victims—of the Worldar®k and other agencies of
international finance and of the investment andddrgolicies of the advanced
industrialized nations.

At the other extreme are the views associated with far right that would
diminish public employment and the size of the puldector generally, including
publicly owned and financed higher education. Thaditipal right tends to view
governmentincluding both politicians and civil servants, dsss productive and more
frequently self-serving, preoccupied with maintagithe salaries and other emoluments
that go with governmental employment, and generalyivious to the view that
governmental employees must live off the productsted mainly in the private sector
and purchased by governments (which is to sayctefédy confiscated by direct and
indirect taxes or by inflationary deficit financingin keeping with this mistrust of
governmental institutions (including public univées) and governmental employees
(including faculty and staff of these public unisies), those on the right tend to be
more critical of what they perceive to be governtakmvaste and more insistent on
greater measures of accountability. At the same,tthe political right is more accepting
of the economic instabilities and the disparitiesimcome and wealth that follow
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capitalism as a necessary price for the dynamisch lagh productivity of private
enterprise. The right generally prefers privatehkigeducation—although most will
accept some governmental cash transfetd private institutions in order to “level the
playing field” and to provide constructive exampl&s the public universities. The
political right also tends to emphasize the neegttognize and select primarily or even
exclusively for “merit, and therefore favors moigor and “merit"—and less or no
compensatory preferences, or affirmative actionsalecting those who are to go on to
higher education. (Correspondingly, the right tetaddownplay the role[s] of race, class,
and gender in the determination of who comes iotwqy, privilege, and remuneration.)

As in any portrayal of a range, most countries arabt governments and most
polities are somewhere near the center, generatliflating between a center right and a
center left, but always feeling pressures from é¢xéremes. Universities—especially
public, but private universities as well—operat@afs in a country-specific political and
economic context as well as in an historical cansd in an increasingly globalized
international context. The financial problems adl e the possible solutions and their
likelihood of adoption all occur within these largmntexts. At the same time, and unlike
many scholars of comparative higher education (est@tend to be non-economists and
mainly to our political left), we believe that tteforementioned factors most directly
affecting the financing of higher education—thexiokably rising per-student costs, the
increasing participation and consequent increagngllments, the limits in most
countries on governmental taxing capabilities, #mel lengthy queue of socially and
politically compelling competing public needs—amgybnd politics and ideologies.

Politics and ideology are not immaterial; aggreslsivcapitalistic United States
and the United Kingdom had different priorities gnat forth different solutions to the
problems of higher educational austerity than did former Soviet Union under its
Marxist-Leninist command economy and will probabbntinue to differ from the new
transitional countries, with their socialist-mark®tstems, or from the social welfare
democracies of Scandinavia. However, the increastagh of tuition fees and other
forms of revenue diversification and the increagangssures for accountability, or more
institutional autonomy owe far more to a virtualigiversal underlying higher education
production function, to the increasing demand fighlr education, and to demographics
than to political abstractions like globalizationaapitalism (academic or otherwise) or to
any prescriptions of the World Bank, multinatioealporations, or a hegemonic Anglo-
America.

Higher Educational Finance and Accessibility

The costs of higher education, including the padsnt costs of instruction, the
institutionally-borne costs of research (thateésearch costs that are not externally
supported), the capital and operating costs ofractadating increased enrollments, and
the expenses of student maintenance, are incre@pidly and continuously throughout
the world—in most countries are greatly exceedingggdossible increases in
governmental, or tax-generated, revenues. Thetmegulivergence in the trajectories of
total higher educational costs (or revenue neaus)tze total available public revenues is
leading in most countries toward increasing higédrcational austerity. This austerity is
especially acute in developing countries that theemost financially devastating
combination of: (a) pressures to accommodate tbatlyrincreasing demand for
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additional higher educational places; (b) very fediavailability of public revenues; and
(c) extreme competition for these limited availapigblic revenues.

This financial austerity is being met with a vayief so-calledsolutions The
most obvious solution on the cost-side is to camstthe budgets of the existing
universities and to constrain also the student rerm)lprimarily by academic entrance
requirements that hold capacity to the numbertti@scarce governmental funds can
(barely) accommodate. Of course, this kind of ratig, while clearly superior to
rationing purely by the market or by the abilitypzfrents to bribe their children into
universities, still favors those aspiring secondautyool graduates who have had the
advantages of the best preparation and who ararpnsngly, disproportionately from
the most advantaged classes. Although the prinbignaiers to increasing higher
educational accessibility in the poorest countwéiscontinue to lie at the middle and
secondary levels of education, and while the coatimn of living expenses and fees can
also constitute barriers to higher educationalyenitre biggest single barrier to access in
low income countries is this public university caeiyaconstraint, the solution to which
requires new revenue from somewhere to build ttiite theatres, laboratory space, and
dormitory rooms able to accommodate the rising renmbf higher educational aspirants
from low income, rural, and ethnically- and lingigally-minority families.

This cost-revenue squeeze is also leading to atteatpevenue-side solutions,
the most financially promising of which are theiwgas forms ofcost-sharing or
measures that require parents and/or studentsataabancreasing share of these higher
educational expenses. But imposing or increasiitigpuand other fees, although a
proven source of additional revenue best exemglitiy the financial success of the dual
track tuition fee policies of Uganda, Kenya, anldentEast African countries (Marcucci
and Johnstone 2007; Marcucci, Johnstone and Ngok®@Y), also imposes barriers on
both access and completion. As in the United Statdselsewhere in the OECD
countries, these financial barriers are increagibging met most cost-effectively with a
combination of moderate tuition and other feegdtad, or means-tested, grants, and
student loans, the additional public costs of whatHeast in theory, can be met with the
additional fee revenue from the parents and stgdehb can and will assume some of
the costs of their higher education.

Thehigher educational finance-access linkateerefore, is essentially circular:
rising costs lead to capacity constraints, whiafitlhigher education either to those
academically prepared enough to be accepted imttott tuition public universities or to
the sons and daughters of families with sufficresburces to get into the much higher
fee private alternatives or into the high tuitiee ftracks in the public universities. The
shortage of revenue is forcing higher fees at peiaad public colleges and universities
throughout the world—which then demands techniadififfcult and sometimes costly
policies and programs of means-testing and studans.

These very broad brushstrokes of conceptual owsrldad to several conclusions
regarding the higher educational finance-acceg&sadje:

 Raising higher educational participation and acae$ise poorest countries needs
to begin at the level of basic education by indreathe numbers of low income
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and other traditionally underrepresented studdmtaigh a quality academic
secondary education.

» The necessary rationing of higher educational slatehe low-cost public higher
educational alternatives must be sensitive to tleeakclass, regional, and
ethnic/linguistic differences in middle and secaydschool preparation and
should resist excessive reliance on those fornsemgfens that simply select for
socioeconomic class or for the level and cost efsticondary school preparation.

 In most countries, where distances and the absHraxxessible public
transportation are such that attending a collegenaversity while commuting
from home is not possible, financially accessilpieeferably means-tested) lodging
and food must be made available. (This does notrtresd it must be provided by
the government or the public institution of higleeucation itself.)

» A combination of moderate tuition fees, means-tegtants, and moderately
subsidized student loans is necessary for theeftesttive use of public higher
educational revenue in the policy pursuit of expagdccessibility.

* In most countries, revenue supplementation, eskheaialuding tuition fees and
other forms of cost-sharing, while necessary, shaot be used to substitute for
public revenues, but to supplement them. Studemildioe able to perceive
benefits to them of any newly imposed tuition drestfees.

» Private alternatives should be encouraged; butrgovents should not restrict
public attention and public resources to only thte @ublic universities and
assume that the inevitable enroliment expansiorbedamandled only by a
perpetually expanding private higher educationelese

* A mix of higher or postsecondary educational aléxes (e.g. research
universities, polytechnics, and other short cyoktitutions) should be offered,
with attention to the assurance of quality fa@hti appropriate programs and
curricula, and competent faculty at the non-univgi@ternatives.

» Cost-sharing is usually politically contested wliiest implemented, but will be
more acceptable when: (a) financial assistanae j¢aice and has been made
understandable, (b) the university managementrisepesd to be doing (or to have
done) its share of difficult economizing, and (@@ government that is imposing
the cost-sharing is perceived as generally efficael free from corruption.

In these and other ways, governmental policiespeaisue affordable, quality
higher education for the inevitably growing numbeirsraditional and non-traditional
age students.
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