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This paper attempts to place, the fiscal problems faced by higher education in
a broad political economic context so strategies for coping with decline can be better
evaluated. At the national level, fiscal crisis theories are used to examine broad
changes in higher education spending patterns.- Also explored are the ways in which
crisis politics are used to shape higher education policy making. At the state level,
theories of regional variation are used to understand more fully why some states face
conditions of greater fiscal austerity than others. The ways in which state higher
education officers try to mediate regional crisis are also taken into account. To make
this analysis concrete, specific and meaningful at the level of daily practice, this paper
concentrates on the way national and regional trends affect a particular institution,
and on the way managers and faculty at that institution attempt to respond to and
alter the course of events. The institution in question is part' of the State University
of New York (SUNY) system -- SUNY at Buffalo.

‘The general line of argument advanced is that the fiscal problems faced by
higher education stem from political economic struggles over resource allocation at the
national and regional level. At issue is the control of state resources. During the past
ten years (1975-1985), conservative spsending policies have been making headway, eroding
the liberal gains of the previous decade (1965-1975). The most articulate spokespersons
for this conservative resurgence are those political and corporate leaders who assert
the primacy of the private sector and demand that more and more public dollars be
channeled to powerful private enterprises, which they see as the engine of progress.
Generally, enactment of conservative spending policies means retrenchment for higher
education. While there has been marked regional variation with regard to the intensity
and degree of retrenchment, most post-secondéry institutions have felt some pressures

from conservative spending policies.



It is further arqued that the njain strategies educators have developed to respond
to retreﬁchment involve: (1) ignoring its political dimensions; (2) accepting it as a
straightforward economic problem, best solve.d by cutting public services, and aligning
knowledge production more closely with the economy; and (3) accommodating cuts, so
long as the rewards, status and prestige of the university community are preserved.
For higher education, these strategies mean leaner budgets, fewer faculty, and more
attention to the utility of knowledge as defined by the business community.
Responsiveness to business includes job training, high technology Research and
Development (R&D),. economical and efficient transfer of knowledge from university to
corporation.

By re-examining the political economic context of fiscal crisis in higher education,
it is hoped that this paper may serve to re-open the debate about strategies for coping
with decline. While it is clear that the business community benefits from higher
education's accommodation to retrenchment; acquiescence without debate has obscured
the costs to the other sectors of society. Perhaps trying to understand the forces that
shape national and regional fiscal crisis, examAining their impact on one university and

attempting to look at that institution's response will help to clarify what ‘survival costs.

Fiscal Crisis Theory and the Politics of Higher Education

Fiscal crisis theory addresses the causes that create conditions where go.vernment
expenditures outrace tax revenues. According to theorists such as O'Connor (1973),
this condition occurs when the private sector is able to demand successfully ever
increasing socialization of its production costs. The state pays a greater and greater
share of business and ‘industry's costs, but corporations contribute little in the way of
taxes. In other words, government provides the physical and sociai infrastructure
necessary for private profit making: highways, airports, harbor facilities, industrial
parks, on the one hand; schooling, R&D manies, medical care, on the other. So long as

tax revenue is sufficient to continue this type of social investment and also maintain



social expenditures -- unemployment insurance, welfare, income maintenance -- that
make such a distribution of tax dollars acceptable, this division of public revenue goes
unguestioned. However, the amount of tax the working and middle class can pay has
its limits. At this poiﬁt, fiscal crisis -- state revenue shortfalls, severe state and
federal program cutbacks -- occurs. It is a structural condition, unlikely to change
without major realignment of the system.

Recently private sector efforts to socialize production costs have become more
urgent. Intense competition in the global marketplace encourages leaders of
multinational corporations to make greater demands for public funds. These demands
range from greatly reducing corporate taxes, on the one hand, to government subsidy
of those industries, such as electronics and communications, "targeted" for international
market competition, on the other.

Similar demands are made of education. If the views of corporate leaders who
sit on the many government and foundation task forces delibératihg over educational
reform are taken as representative, then it is possible to get a fairly clear sense of
the corporate sector's position (National Commission on Excellence in Education, 1983;
Task Force for Education on Economic Growth, 1983; Twentieth Century Fund Task
Force, 1983; Business- ngher Education Forum, 1983). 1 In the main, corporate leaders
are asking that the overall costs of education be reduced even as they request that
these reduced resources be re-allocated to better serve business. In other words,
corporate leaders are asking the citizenry to socialize production costs in at least two
ways. First, they ask the public to forego services to free up money for private sector
use, usually for projects that business leaders claim will stimulate economic growth.
An example is provided by the requests by business leaders for public assistance for
U.S. firms operating in international markets. Second, trimmed and pruned educational
services are to be redesigned to further lower business costs through a wide array of

programs. .Some examples are proposals for programs that would provide low cost



student labor to corpdrations, others that would prepare students for quite specific

jobs, still others that would supply'them with skills needed in the business world.
Although the majority of the reports in which corporate leaders make such views

clear focus on the secondary schools, some look at the university. Key among these is

the Business-Higher Education Forum's, America's Competitive Challenge (1983). This

particular report is notewbrthy for several reasons. First, it deals specifically with
post-secondary .education, with a strong emphasis on research universities. Second, the
report is the product of the deliberations of Chief Executive. Officers of some of the
nation's most powerful corporations and prestigious universities, including Rockwell
International, General Electric, Ford Motors and AT&T, for the corporate sector, and
the University of California, Harvard, ‘and Carnegie Mellon for the academic sector.2
Together, these organizations come close to representing the leading edge of economy
and academy, and are likely to reflect new trends in policy development. Third, the
position taken by these university leaders vis-a-vis their corporaté counterparts illustrates
an emerging strategy for coping with fiscal crisis at the national level.

The Forum made only a single, general recommendation, one that emphasizes
the primacy of the economy and implies the central task of education, and all other
public- agencies, is to foster global U.S. economic hegemony. The recommendation

reads as follows:

As a nation, we must develop a consensus that industrial competitiveness

is crucial to our social and economic well-being. Such a consensus will

ra2quire a shift in public attitudes about naticnal priorities, as well as

changes in public perceptions about the nature of our economic malaise.

(Business-Higher Education Forum, 1983)

The Report is very clear that building a "competitive economy" requires the U.S.
public to shift their attitudes so as to support conservative spending policies that
achieve greater socialization of corporate costs. The position advanced for academic

research and development provides a telling case for the way these policies would

effect higher education. The Forum points to the costs corporations should pay for



new é&D efforts and identifies areas where universities should contribuﬁa. The
universities' costs are by aﬁd large barne by governmént, and the corporations' share
is financed by tax breaks. In other words, the public pays either way. For example,
the .Forum asks that the federal govérnment expand its traditional support for basic
academic research, equipment and facilities, but within the context of "university-
industry cooperation," aimed at identifying and speeding up "new methods of‘ transferring
technology developed with government R&D to private industry." Corporations would
finance their contI:ibution through "double deductions" for their R&D related efforts.

Other aspects of the Forum's program for university-industry R&D stresé not
only economic breaks for private sector firms, but also enhance their control of the
research process. The report recommends that any legislation which stands in the way
of unrestrained research and development be abalished. For example, an end to anti-
trust, regulatory and other legislation that impedes discovery and implementation is
advocated, éspecially legislation related to chemical _substénces or environmental
protection. In the same vein, the Forum asks that "large companies" be allowed "the
option of retaining title to inventions developed with federal R&D funds," and also asks
for "negotiation of better protection of the intellectual property of U.S. firms conducting
business in less-developed countries."

In sum, business leaders recommend spending policies that mean public monies
are used to defray a greater share of industrial R&D. Further, they urge that legislation
protecting the public from irresponsible corporate marketing‘ of. products so developed
be rescinded, and instead ask that the public to pay an as yet unknown and perhaps
incalculable cost in health and safety. Leaders of research universities seem wiliing
to endorse corporate leaders’ recommendations because they protect intellectual property
and assure a continued flow of federal research dollars to academic science. All public

considerations -- consumer rights, affirmative action, environmental protection -- go



-b,y the board, as do issues of academic integrity, such as university - autonemy and
academic freedom to pursue research regardless of its utility.

The leaders of the elite research universities who pafticipate in the Forum
illustrate one strategy for coping with fiscal crisis at the national level: make common
cause with the leaders of great corporations in creating a high technology economy.
Indeed, these universities' presidents often take the initiative, developing collaborative
research and training efforts with corporations. Although research universities seem
to be pursuing this strategy vigorously, it is not without problems. Perhaps the greatest
is the inequality of the partnership. Universities are giving up. a great deal of control
over their R&D programs and business related curricula. However, they will survive
comfortably.

The strategy research universities seem to be evolving to cope with fiseal crisis
is not necessarily generalizable to post-secondary education as a whole. For example,
this strategy is not available to institution;.s without a proven and highly rated research
capacity. In other words, the vast majority of post-secondary institutions cannot utilize
such a-strategy. Moreover, pursuit of high technology as outlined by the Forum is
essentially a conservative response, one that focuses on a narrow definition of research
and service while slighting the broader educational mission of the univers.ity. Basically,
this strategy resolves the problem created by fiscal crisis through supporting the
corporate sector in its efforts to appropriate public monies to subsidize production for
private profit. Since there is no provision for si'multaneously increasing the tax base,
a "high tech" strategy that favors increasing monies for private use implicitly supports
decreasing funds for social expenditures. Again, this "high tech” strategy may benefit
elite research institutions, but it is not necessarily good for higher education as a
whole. In the long run, curtailing monies for social expenditures is likely to hamper
the operation of non-elite institutions by decreasing funds available for a host of

activities, ranging from scholarship and loan programs to remedial and tutorial services.



Those most likely to suffer are poor, minarity and ill-prepared students who benefit
from social expenditure programs now under attack.

If a high tech 'strategy for coping with the problems posed by fiscal crisis is
unlikely to be profitably pursued by the majority of institutions, what are the
alternatives? Unfortunately, the higher education' community has put forth few realistic
strategies. There are a number of plausible explanations for higher educators inability
to devise plans for managing crisis. First, the managers of elite research universities,
the traditional spokespersons for higher education, are, as previously noted, looking to
high tech strategies that leave the post-secondary community- divided and leaderless.
Second, higher educators still cling to ideas of "institutional neutrality," limiting their
possibilities for political action. For exampie, at national educators' ‘orums, such as
American Association for Educational Research, debate over a strategy for Association
lobbying predictably reaches an impasse when the issue of the propriety of -political
action is discussed. Third, the traditional supporters of an exbansive higher education.
policy are now advocating retrenchment. During the past decade, the major higher
edlAJcat'i'on policy planning organizations -- groups such as the Carnegie Commission and
Carnegie Council, Brookinéé, Sloan, Education Commission of the States® -- have by
and large taken a position against increased social expenditures (Scott, 1983).

Educational leaders from all walks of national life are responding to fiscal crisis
by redefining it as educational crisis. This redefinition of crisis is seen very clearly in
the series of national educational policy reports discussed here. Although there is some
variation, in the main these reports attribute the current economic crisis to the dearth
of educational excellence at all levels. They argue that the way to economic and
educational regeneration is .iwough higher standards, especially for college entrants at
senior institutions. Education is seen as solving the nation's problems without making

increased demands on the public purse by focusing on managerial and technological



contributions.- In other wbrds, the economy's productive capacity will be enhanced
through drawing on. the talents of fewer but better and more goal-oriented stAudents.4

Such an educational logic makes sense only if an unfettered private sector is
seen as the k;y to prosperity. Once cut throat international competition is questionéd
as the only mechanism for recovery, the rhetoric of excellence is more clearly seen as
a screen for the creation of an exclusionary standard that equates quality with scarcity.
Indeed, the rhetoric of excellence conceals a turning away from two decades of liberal
educational spending policies.

While a line of analysis that blames American pedagogy for current U.S. economic
problems is unlikely in the long run to improve educational practice or invigorate the
economy, in the short run refuting such charges absorbs educators energies, making it
difficult to see how the larger struggle over tax structure and public product effects
various groups in higher education. For example, educatars have not widely debated
which post-secondary institutions will gain and which .will' lﬁse should conservative
spending policies prevail. While it‘is difficult to make exact predictions, the broad
outline” of higher education after implementation of such policies seems fairly apparent.
Those most likely to lose are the less distinguished public senjor institutions, be they
four-year colleges or institutions that offer programs through the Master's level. Those
most likely to gain are community colleges and elite private research institutions.
Public research universities will probably continue to hold their own. Four~-year and
Master's level public senior institutions, especially the many located far from urban
areas, will give way'to expanded community colleges where students will be inexpensively
prepared for low level, high tech careers: clerical, computer keypunchers, and service
sector jobs. Elite private research universities will continue to train well pfepared
students able to pay high tuition and supplement their educational costs with a host
of govefnment subsidies, both direct and indirect. The majority of public research

universities will survive by making common cause with corporations intent on developing



high"technology, but they will serve fewer students at higher tuition rates in more
utilitarian programs. Few institutions will shut down, but educational opportunities
within institutions will be narrowed and the gap between two-year schools and research
universities will widen, especially in terms of social and economic rewards for graduates.

All in all, the higher education community has done little in the way of developing
alternatives to conservative spending policies. Indéed, a segment of that community
seems to be actually collaborating with corporate leaders in articulating conservative
spending policies as a solution to fiscal crisis. However, some regions of the U.S. have
experienced such intense economic difficulties that state systems of higher educatio.n
located within them have had to more clearly articulate strategies for coping with
decline. These regional variations will now be considered.

Theories of Regional Variation and the Politics of Higher Education Spending

The decentralized system of government in the U.S. means fiscal crisis occurs
at both national and state levels. Some states are harder hi't than vothers.S Indeed,
the U.S. is characterized by shifting patterns of state growth and decline shaped by
trends 'in capital investment, which, in turn, are guided by the distribution of natural
resources, exploitability of the labor force and state incentives for investment (Eldridge &
Thomas, 1964). As Goodman points out (1979), those states currently experiencing the
most severe fiscal crisis are in the main located in the older, industrialized regions of
the U.S. and typically have highly unionized labor forces, outmoded manufacturing
facilities, high taxes, heavy public debts, costly social service establishments, "runaway"
plants and populatibn loss. Those states experiencing growth are usually -- but not
exclusively -- located in the South, Southwest and Rocky Mountain regions and have
"right to work" (anti-union) laws, low taxes, and minimal social service outlays. They
are able to attract business by offering cheap labor, tax incentives and state aid. As

a result, they are prospering through capital investment, job and population growth.






