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Most U.S. colleges and universities have long needed fiscal discipline. Expensive bureaucracies
flourish, with billions misspent outside of colleges’ core missions. This reality has become even
clearer during the 2020 pandemic. Shutdowns across civil society have been eroding university
revenue, including endowment payouts, tuition, philanthropy, and state appropriations.

Bankruptcies and fire sales like that of Green Mountain College will accelerate. Alumni
inevitably will feel emotional pressure to make large contributions to save their colleges. But
wise givers will be better prepared if they consider philanthropic bailout conditions now. This
paper offers a framework for foundations and individual donors to sustain colleges and
universities for the long term.

The Big Picture

Since 1980, costs at four-year public colleges have increased at twice the rate of inflation.
Nationally, tuition and fees for in-state students attending public four-year universities were
three times higher during the 2019-20 academic year than they were during the 1989-90
academic year, adjusting for inflation.! This rise has complicated colleges’ value propositions. A
full third of college graduates are underemployed in jobs that do not require a bachelor’s degree,?
which suggests significant malinvestment.® It takes more resources today to educate a
postsecondary student than a generation ago...Relative to other sectors of the economy,
universities are becoming less efficient, less productive, and, consequently, more costly,”
economist Richard Vedder writes.*

Administrative bloat, useless program offerings, expensive amenities, construction and
maintenance costs, and operations outside of universities’ core competencies have strained
budgets and effectiveness. Federal subsidies have enabled this spending. Federal spending on
student loans has increased dramatically, from $48.2 billion in 1998-99 to $93 billion in 2017-
18, in 2018 dollars.®

Giving Wisely to Save a College: Five Key Concerns

Before making a significant grant or gift to keep a college in business, donors should consider
five areas that can substantially affect fiscal and academic success. Since failing colleges tend to
rely heavily on tuition, academic quality and measurable student outcomes are integral to
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financial stability. The five areas are: 1) faculty to non-faculty ratios; 2) program effectiveness;
3) facilities and amenities expenditures; 4) auxiliary service costs; and 5) whether the
environment of the institution promotes a free, responsible, and flourishing society.

1. Reduce Administrative Bloat

Administrative costs have ballooned in recent decades as faculty members have ceded control to
non-faculty bureaucrats.® From 1993 to 2007, student enrollment increased 14.5% while the
number of administrators employed per 100 students grew nearly 40%. ” In the same period, real
per-student spending on administration increased 66%.8 Todd J. Zywicki and Christopher
Koopman of George Mason University found that this trend continued, with administrative hires
to manage “people, programs, and regulations” increasing 50%faster than teaching faculty
between 2001 and 2011.°

According to the National Association of Scholars, non-instructional staff and administrative
positions now account for more than half of university payroll costs.'° Senior positions are
particularly costly. Schools employ numerous specialized deans and directors, from “student
success managers” and “health promotion specialists” to directors of various offices of equity
and diversity to deans of faculty affairs.

At the University of Minnesota, for example, the number of administrators paid more than
$300,000 per year rose from seven to 17 from 2001 to 2012.1! Senior administrators also have
administrative staff, averaging a $43,600 annual salary in the University of California system.!?
In cgmparison, the average salary of tenured professors at public colleges was $99,000 in 2019-
20.1

Accordingly, donors who want to save a failing institution should strongly consider conditioning
support on administrative spending reform. Such reform includes changing policies and practices
that enable bloat, reducing positions that are less valuable in an increasingly online environment,
and dramatically reducing the overall ratio of core to ancillary staff spending. The latter requires
a sober evaluation of the college’s core mission and the true value that administrative roles
provide to that mission.

Boards of regents and trustees, which often include the most frequently solicited alumni, also
have the best opportunity to get the data that matters and ask these hard questions. Even before a
crisis hits, they should consider requiring a formal review of administrative and non-faculty
positions with an eye toward reducing administrative overhead. Public universities should make
such information public.}* The American Council of Trustees and Alumni has a particularly
useful tool, Howcollegesspendmoney.com, which enables users to pinpoint exactly how much
particular colleges spend on administration relative to instruction.

2. Reduce Ineffective Programs

Philanthropic help to save a college should insist on canceling persistently ineffective programs
and reforming core-mission programs to ensure they succeed. Colleges and universities should
assess their program offerings not only for alignment with the academic and formational goals of
the institution but also for whether they are succeeding. A college in trouble should have



prioritized its programs much earlier to strategically allocate funding, but the issue is urgent for
eleventh-hour donors.

Donors should ensure that the institution can affirm that each program is critical to, or at least a

strong contributor to, the college’s mission. That is: Does the program form students well? Does
it improve their wellbeing? Does it contribute to the American workforce? Does it prepare them
for future scholarship? Does it promote a free, responsible, and flourishing society?

Of course, faculty, students, and alumni from programs on the chopping block will become
upset. Furthermore, “Intense ideological differences on where to cut are to be expected.”*® Some
departments will complain that cuts are due to oppressive capitalism rather than their low
number of majors and poor student outcomes. Moreover, some majors, such as history,
linguistics, or religious studies, may not have enrollment and graduation numbers on par with the
economics department, but they fulfill the college’s mission by sending graduates on to
successful careers in or out of academia. This is why donors and trustees should advise senior
administrators to make such decisions objectively and long before the emotion of financial
exigency.

Donors also can remind colleges that program prioritization can help them assess operational
details such as whether course schedules efficiently use classrooms; recruitment strategies such
as being able to provide a clear articulation of college mission and quality and likely student
outcomes; and accreditation by providing clear alignment between the structure of the
curriculum and the goals of the institution.®

For example, about a decade ago the University of Colorado board of regents requested that the
CU system launch a program prioritization initiative. This work included evaluating academic
and administrative programs for: 1) resource efficiency (income and expenses and space
efficiency); 2) degree production (percentage of total undergraduate degrees in a program); 3)
scholarly accomplishment (“percentile rank in Academic Analytics Based Comparative
Measure); and 4) undergraduate teaching effectiveness (mean of response of survey of seniors
and non-major credit delivery).t’

In 2014, partnering with the Lumina Foundation and Gallup, Purdue University inaugurated the
Gallup-Purdue Index. “The largest representative study of college graduates in U.S. history,” the
index focuses on long-term student outcomes, which Purdue identified as its most important
mission. Purdue sums up such outcomes as “Great Jobs, Great Lives.”*® The six indicators of
strong post-college well-being include:

a) “I had at least one professor at [college] who made me excited about learning.”

b) “My professor(s) at [college] cared about me as a person.”

¢) “I had a mentor who encouraged me to pursue my goals and dreams.”

d) “I worked on a project that took a semester or more to complete.”

e) “I had an internship or job that allowed me to apply what I was learning in the classroom.”

f) “I was extremely active in extracurricular activities and organizations while I attended
[college].”*?

3. End Amenities Envy



Colleges have spent billions to attract and retain students through flashy facilities and

extracurricular amenities. No college needing a donor bailout can afford such luxuries. If the
maintenance costs are very low, the high-end student centers, fire pits, lazy rivers, lap pools,
putting greens, and rooftop gardens can stay. Otherwise, austerity dictates that they must go.

Fancy new facilities must take second place to maintenance of core-mission facilities. This
spending, all too often, has been deferred. Furthermore, donors should consider requiring that the
college plan for no new buildings of any kind for at least a generation. Eight-figure donors who
prefer recognition also often prefer new construction, but they are signing up the college for
significant long-term maintenance in a time of increasing online instruction and declining
enrollment. If bailout donors require a “no new buildings” policy, the college can refer future
eight-figure donors to this concrete policy and request that they direct their gifts and grants to
existing buildings. Such a policy would curtail what Neal McCluskey of the Cato Institute has
deemed the “edifice complex.”?°

Even for a college that reasonably predicts increases in enrollment, it is unlikely to need any new
buildings. A college that has streamlined its administration, cut its badly performing programs,
and developed healthy online offerings can grow significantly within its current capacity.
Additionally, classrooms tend to be extremely underutilized across the full range of daylight
hours and six days of potential classes.

Trustees and donors also should consider a merger as a bailout condition. Many colleges
throughout America’s history have saved themselves, and their names, by merging. Consider
how Franklin College and Marshall College became Franklin & Marshall College in 1853,
continuing to honor Chief Justice John Marshall and donor Benjamin Franklin to this day.?

4. Privatize Auxiliary Services

Most colleges have no culinary school and have no need to have their own dining services,
unless they intentionally overcharge students for meals. Likewise, most colleges do not have
programs in hotel management and do not need to be in the landlord business. Donors should
consider requiring colleges to cut costs by outsourcing delivery and management of auxiliary
services that are unrelated to their core research and instruction functions. For example:

Dining services

In 2012, Purdue University consolidated residential dining, catering, and retail locations. This
move facilitated a 5% decrease in the cost of student meal plans for two consecutive years. It
also led to a 20% reduction in dining staff.??

Colleges routinely charge more per meal than what that same meal might typically cost at home,
and many make on-campus meal plans mandatory. While the Bureau of Labor Statistics (2017)
estimates that, on average, individuals spend less than $11 per day on food, the daily cost of a
university dining meal plan is around $18.75, or about $4,500 for a roughly eight-month meal
plan. Wellesley College, an amenities-envy school, mandates a $7,400 plan.?

Many institutions already contract food services to outside companies including Aramark and
Sodexo. Those that do not should explore such contracts, leaving food service to expert
companies that can leverage economies of scale to reduce costs, which should benefit students.



Even better, many colleges with mandatory plans should explore the idea of treating students as
the adults they are, eating what, how, when, and with whom they please. For a failing college, a
financial analysis of outsourcing or ending mandatory meals should be a bailout condition.

Student housing

It cost three times as much to build a college residence hall in 2008 as in 1997, according to
College Planning & Management’s College Housing Annual Report,* with a median cost of
$231 per square foot.®> After that comes maintenance, utilities, eventual renovation, and all the
human and legal issues tied to leasing and property management.

In contrast, colleges could follow that pattern of the U.S. military in the late 1990s. Faced with
aging buildings, housing shortages, and high maintenance costs, the military turned to the private
sector for housing management and construction. The military recognized that housing was not a
core competency. Similarly, few colleges have housing as a core competency. Donors who are
asked for bailout money should require colleges to assess how the private sector or a college-
private partnership can deliver higher quality housing at a lower cost.?®

Drexel University, for example, has partnered with American Campus Communities to lease and
market a number of dormitories. This collaborative relationship includes a joint advisory board.
Drexel’s motivation for entering this partnership was “to make sure its academic resources were
going toward its academic needs, and to increase access and affordability for students.”?
Similarly, the University of Georgia system board of regents engaged the firm Corvias in 2015 to
manage thousands of student dorm rooms across nine campuses. Forbes reports that this was the
first instance of a state university system privatizing its entire student housing portfolio.?®

Janitorial services

In 2012, Ohio State University began to award contracts to outside vendors for janitorial
services. OSU found competitive pricing as well as greater oversight and efficiency, saving an
estimated $2 million annually.?®

These are just a few areas where privatization, outsourcing, or partnerships can save money and
enable a college to focus on its core mission. Donors and boards also should press colleges to
consider these options for bookstores, campus security, parking, and other ancillary facilities.

5. Safeguard Free Expression, Open Academic Inquiry—and Donor Intent

A college cannot realize its core mission without letting faculty members and students freely
explore any idea, or as Yale University promised in its famous Woodward Report in 1974:

The primary function of a university is to discover and disseminate knowledge by means of
research and teaching. To fulfill this function a free interchange of ideas is necessary not only
within its walls but with the world beyond as well. It follows that the university must do
everything possible to ensure within it the fullest degree of intellectual freedom. The history of
intellectual growth and discovery clearly demonstrates the need for unfettered freedom, the
right to think the unthinkable, discuss the unmentionable, and challenge the unchallengeable.°

C. Vann Woodward and his colleagues argued not only that free inquiry is central to a
university’s mission, but also that a university cannot achieve its mission outside of a free
society. “Free interchange of ideas” with the outside world is necessary.



To achieve that end, tolerance for the pluralism of American intellectual perspectives and
commitments is not just desirable but required. Our First Amendment tradition, ensuring
freedoms of speech, expression, association, religion, and petition, is under extreme attack by
“cancel culture” not only within university walls but in the world beyond as well. The
Foundation for Individual Rights in Education and National Association of Scholars have shown
the “persistent abrogation of...intellectual freedom” for decades.®! If students fail to learn
tolerance in college, many Americans now know, they will carry their intolerance into the rest of
society.

Therefore, donors asked to help save a college should condition their support on policies and
practices along the lines of the Woodward Report or one of The University of Chicago’s
statements of intellectual liberty in its Kalven Committee Report (1967), Stone Report (2015),
and Dean of Students Letter (2016).%> A commitment to nurturing students’ academic
development in an environment of open inquiry and free expression is not negotiable at a public
university, and private ones have no excuse for avoiding that commitment unless they are so
focused on religion and virtue that they have clearly explained the rules for moral formation.

Furthermore, donor intent is at risk if a college or university cannot be trusted to honor such
basic commitments as freedom of speech and academic freedom. Donors should avoid giving to
colleges that fail to safeguard intellectual freedom and expression. Signs to look for include:

1) Defining health and safety as distinct from the metaphorical harm of “feeling unsafe” because
of the expression of an idea; 2) maintaining free speech across the entire campus instead of
containing it to a “free speech zone”; 3) securing the right of invited speakers to speak and
hearers to listen, while punishing substantial interruptions; and 4) incorporating into mission
statements strong language affirming a commitment to free speech without watering it down by
claiming a need to balance other interests.

Indeed, donors at all times should think twice about any college that treats intellectual freedoms
as unwelcome interference with some other mission like social justice. A secular college cannot
be free while maintaining requirements, as many now do, to “demonstrate commitment to
diversity,” by which virtually none mean intellectual diversity and almost all mean identity
politics. Scholar Jonathan Haidt argues that freedom is “incompatible” with a “sacred” agenda of
social justice.>*

In contrast, a policy of campus freedom is consistent with a commitment to improving a free
society outside college walls. A college committed to developing tolerance and individual
responsibility in adult citizens by means of unfettered teaching, research, and expression is a
college that deserves to be saved.

What Next?

A direct word to donors, if we may. Giving wisely to a college or university can be challenging.
The emotion of wanting to save an alma mater from bankruptcy can make giving even more
hazardous. Before your alma mater comes to you, please consider the guidelines in this paper
calmly and objectively. Be ready for the ask. And if a college will not commit to its own
sustainability and its contribution to a free society, hold to your donor intent and be ready to
walk away.
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