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Many challenges fiacing
Eurepean Nigher ed

High globalicompetition for talented
faculty

Relatively low. levels of investment ine®
research and infrastructure

Perceived inefficiencies in higher &
education

Lack ofi a “Eurepean dimension” In
Jnigher education




Many higher education
goVernance ISsues!

Faculty compensation

Resource distribution wWithin and across
CaAmMpPUSES

Higher education: accountability
Streamlining of pregrams / degrees

Structure of governance at the nationali state
and university: level

Role of private investment in researchand
Jgeneral funding

And so on...




Distribution of resources

Fermation ofi a “hierarchy’” of
universities facilitates competition for .
top: riesearch faculty @

Allows universities tor specialize:in; _t-héi_r '
core functions X %
Calls for the identification of “elite”

Institutions, as Is being considered:in
Germany, ltaly, Sweden, elsewhere?




Distribution of resources

Distribution of reseurces WITHIN a campus s
also Important

Relative prices should matter! |
If relative price:increases in some dlsc:|pllnes

are permanent, universities shoeuld consiger
redirecting resources unless relative marglnal
Importance increasead too

Suggests a nationali role for specialization.at.a
few universities in; certain relatively highs=
Jpriced disciplines




EFaculty:compensanon

Faculty salaries tend' to lhe skewed
dramatically toward thertoprrank and toward
eguality. acress disciplines

This runs counter to economic analysis:
Markets matter!

Some. disciplines have higher market prlces
than others

Faculty salaries should be skewed toward
lower ranks, Where faculty are more meobile;
offer larger pay’ Increases to selected senioy:
Sfaculty based onmarket conditions




EFaculty:compensanon

Mandatory: retirement provides, for a
“self-financing™ annual salary increase_

pPoo]

Abolishing mandatory retirement, dllutes
the incentive effects of tenure; -
[Unpepular] econemic theory suggeSts
that thisi shieuld lead to further relative
Jeduction: In: senior faculty: salaries!




Private - funding

Lisbon agenda: Call for increased
private spending _
American experience: Private funding®s”

for higher education has many  gs$
advantages, but is no “silver bullets




Private - funding

Private funding oeft higher education
takes several forms:

rivate funding of specific research
DrojJects

Private. partnerships with universities ol .
academic departments (or subfields)¥

Direct private contributions to universities

All three fierms; can compromise academic
Integrity, so caution Is advised




EXxamples

Private partnership: University. of
Califermia-Berkeley’s deal with Nevartis

30 percent of bielogy department's
sponsered: research budget

After five years, Novartis chose not {0
renew. N

Tenure denied to critic of the funding :
arrangement

One lesson: Do not put all efi your eggsiin
one basket?




EXxamples

Even large direct contributions can
create problems forr academic integrity,
because large contributors often make
repeat donations

Peter Lewis and Case Western Reserve
University ~

Lee Bass and Yale University.
Phill"Knight andl the University ofi Oregon

Current brewing controversy: at the
University of Elorida




The guest. for efficiency

Should higher education Institutions be
funlike companies?

Trend in U.S. toicompensate higher

education executives like: corperate
executives, with emphasis often shiftihg
from academic leadership to “contacts”
and “fundraising ability”




The guest. for efficiency

In the U.S., more and more university.
functions are being “outsourced

Divestment of peripheral activities cam®

help institutions focus oni thelr mis_sions'

BUT can also lead to “brand ldentrtys

being defined by outsiders, If it goes
“too far”




How far 1s-*“too far’?

Some. colleges (most notably Dickinsen
College) have completely turned over .
admissions decisions to outside firmsaesy

“Outsourecing™ of teaching?
IS contract labor the answer?




Higher eduication
accoUntaleliLy

HoW to measure higher education
perfermance?

Higher education institutions are nots
the same as primary and secondarys

But just like K-12. institutions, higher™
education institutions tend to skew™
activities tewara: that which Is rating
them

*What gets measured gets done”




Accountaniity: must
foclis on the goeals o
RIgREr education

Research quality? i
Measured performance of graduates?=s”

Equiity?
ACCEess?
Suceesstul completion?




Accountapilityabased on
graduanien rames

A noble goal—but consider the incentives for
higher education Institutions

Could distort admissiens decisions, creatlng
eguity’ and aceess;issues

Could lead to grade. inflation, anad dllutlon of

academic guality

Suggests fundamental tradeoffs between
certain goals; off academic institutions—Wihich
can, In part, be evercome...but only With-Veny,
careful design ofi accountanility systems




Accountapilityabased on
meastred PeFormance

Opportunities for “gaming the system”
What Kinds of “exit exams” Would be apprepriate?

Certain professions (e.g., accounting, law) have _.
certification exams

Other profiessions (e.g., education) have potentlally— :

measurable performance (classroom value-adeea)y

But the advantage of subject-specific exams |n many_
fields Is guestionable at best

Using grad-schoeol entrance exams or a similar test
doesi not seem; advisable either

Using labor market data Is a pessibility—but then
sthere Is a long lag between education and
measurement; not good for accountanility




Conclusions

Europe can learn much from the
American: experience in higher
education

Fundamental conclusion: There issmGl 2
free lunch

European AND: American: higher
education can both still learn much
from economists!




