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Cost, choice and access: Public higher education's dilemma 

During the 2003 Texas legislative session, a measure to deregulate tuition rates at public 

colleges and universities across the state passed with broad bipartisan support. The move, which 

was fervently backed by the majority of the UT System Board of Regents, then-UT-Austin 

President Larry Faulkner, and then-UT System Chancellor Mark Yudof, amended the state 

Constitution to transfer tuition-setting power from the state legislature to the governing bodies of 

public colleges and universities. 

 The measure, its backers predicted, would allow individual institutions to respond in a 

more tailored fashion to the needs of their students, and avoid what they called a “one-size-fits-

all” approach to tuition pricing. Their comments on the legislation do much to reveal their 

attitude toward public higher education more broadly: According to a December 2002 report 

from The Daily Texan “[Charles] Miller [then-chairman of the UT System Board of Regents] 

said that the aim of deregulation is not to gain the ability to raise tuition, but to gain the ability to 

set different tuition rates for different programs in the manner practiced by private institutions.”
1
 

 Representative Geanie Morrison, R-Victoria, the House sponsor of the tuition 

deregulation bill, went a step further, saying that “We cannot afford to fund higher education to 

the amount they need to function. We need to run them as a business as they should be.”
2
 

The effect however, has been a 69 percent increase in average total tuition rates at public 

colleges and universities statewide between the fall 2003 and the fall 2008 semesters: A 104 
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percent increase at UT-Austin and an astounding 118 percent increase at UT-Arlington—the 

biggest increase in the state.
3
 

 This struggle over rising tuition at public colleges and universities—the “public option” 

of higher education”—is not confined to Texas. The economic downturn of late 2007-2008 has 

sparked skyrocketing higher education costs across the nation, the most visible case being the 

University of California system, where tuition increases of more than 30 percent in a single 

semester have sparked fierce campus demonstrations in recent months.
4
 Recently, UT’s Tuition 

Policy Advisory Committee recommended a more modest tuition increase of just less than 4 

percent a year for the next two years—about a $240 increase per full-time student per semester.
5
 

 These recent struggles, however, are merely the most visible component of a much more 

far-reaching ongoing national debate concerning the role of public institutions in the business of 

higher education. At a time when a college-level education has shifted from being a privilege for 

the few wealthy and well-connected elite into a virtual prerequisite for a middle-class career, is 

the purpose of public institutions to provide the fundamentals of higher education to those who 

lack the connections and funds to attend elite, private institutions? Or do public colleges and 

universities exist to provide funding and real estate for research that advances the public good? 

Or are they, like their private counterparts, fundamentally money-making ventures—designed to 

draw in lucrative students and their parents’ money, while enhancing the profiles of their states 
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and cities—thereby becoming a more attractive lure for wealthy students—through athletic and 

academic achievement? 

 This debate, certainly, branches into the media. College rankings, such as those published 

annually by magazines such as US News and World Report, influence the decisions of a 

staggering number of college-bound students, and college and universities across the country 

strive to excel based on the ranking criteria of such lists. Mainstream rankings, such as the US 

News and World Report college guide, rank institutions based on factors like professor pay, 

research expenditures, and student accommodations. Meanwhile, alternative ranking systems 

have sprung up, such as the Washington Monthly’s annual college guide, which seeks to rank 

institutions based on “a measure of not just what colleges can do for you, but what colleges are 

doing for the country... In our eyes, America’s best colleges are those that work hardest to help 

economically disadvantaged students earn the credentials that the job market demands. They’re 

the institutions that contribute new scientific discoveries and highly trained PhDs. They’re the 

colleges that emphasize the obligations students have to serve their communities and the nation 

at large.”
6
 

The mudslinging that arises among such publications gets to the heart of the ongoing 

public debate that has only grown in volume with the accelerating rise of tuition costs 

nationwide: What are public colleges and universities for? 

Tuition pricing’s stair-step effect 

 In 2008, the State Higher Education Executive Officers Association released a survey of 

higher education appropriations by states across the U.S. As part of their data analysis, they 
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tracked average state expenditure levels for higher education per full time equivalency enrollee 

(FTE) against the net tuition revenue of institutions per FTE and FTE enrollment in public 

institutions for every year since 1983. They also compared average net tuition rates to net 

educational revenues and stumbled upon a disturbing trend. As public investment in higher 

education falls, tuition rates are increasingly being used to fill the funding gap for public colleges 

and universities. These declines in public investment in higher education tend to occur in times 

of economic difficulty for states, such during recessions. Tuition acts as the “balance wheel” of 

state finance, the report finds, “declining faster than the rest of the state budget in recessions, and 

then growing faster when state revenues recover.”
7
 It is precisely during these recessions, 

however, that public demand for higher education hits its peak, as FTE enrollment peaks along 

with tuition prices. This could be viewed as an inevitable corollary of supply and demand: that, 

as recessions create greater demand for higher education, prices increase to meet the increased 

demand. These tuition prices, however, show no corresponding drop when times are good. 

Therefore, as the economy navigates its regular rising and falling course, state funding to higher 

education, as well as public demand for higher education, rise and fall along with it. Tuition 

rates, on the other hand, rise during the years of economic decline to meet the gap between the 

financial demands of public institutions and lower levels of state funding—but hold steady, or 

even slowly increase, during boom years as state investment in higher education recovers. This 

phenomenon mimics what economists have labeled the “sticky prices” of consumer goods, 

which rise with demand but do not fall with it. In the case of public college and university 

tuition, however, the increase far outstrips the regular rate of inflation, stair-stepping up at a rate 

that prices more and more middle class students out of even the “public option” of a college-
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level education. The troubling conclusion of the SHEEO report is that “states [will] increasingly 

be unable to meet the public demand for higher education in the first decade of the 21
st
 century.” 

There is no reason to believe any change will take place during the second decade of the 21
st
 

century, or beyond. 

 A 2008 report by the Delta Cost Project, a non-profit that tracks trends in higher 

education spending, sheds further light on the nature of tuition increases over the last few 

decades. As tuition prices increase—on average, at about double the rate of general inflation, 

meaning tuition prices double once every nine years or so
8
—they have come to account for a 

larger and larger percentage of institutional income at public colleges and universities.
9
 The 

report found that, between 1995 and 2006, all levels of instruction, from community colleges to 

graduate education, both public and private institutions, drew more heavily on tuition revenues to 

meet expenses than they had historically, increasing their reliance on tuition at a higher rate than 

they increased their reliance on other revenue sources, such as state and federal grants, gifts from 

private donors, auxiliary enterprises such as hospitals, or investment and endowment returns.
10

 

 According to the report, “As state funds per student declined, public institutions turned to 

tuition revenues, with the greatest increases in the public research sector, and the smallest among 

public community colleges.”
11

 The report confirmed the phenomena of sticky tuition rates 

observed in the SHEEO report cited above, finding that, “ … even when state appropriations per 

FTE student increased in 2006, net tuitions continued to rise — albeit at a slower rate than 
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previous years: $269 in public research universities, $134 in public master’s institutions, and $75 

in public community colleges.”
12

 

 The same revenue dynamics can be identified in the UT System of universities, and at 

UT-Austin in particular. Late last month, The Daily Texan reported that the endowment funds 

overseen by the University of Texas Investment Management Company suffered a 15 percent 

drop during the fiscal year that ended Aug. 31.
13

 The largest single portion of those endowments 

make up the Permanent University Fund, two-thirds of which goes to UT System schools and 

one-third of which goes to A&M System schools. Although the endowment’s loss of value was 

less devastating than similar losses at other, higher-profile universities because UT-Austin only 

derives about 8 percent of its budget from the endowments, the losses were still severe enough to 

trigger a budget reshuffle that has included proposals to slash the budget for foreign language 

programs, cut back on graduate student hiring—and increase tuition rates—proposals that have 

generally proven extremely unpopular among UT-Austin faculty, staff and students.
14

 
15

 

The high cost of the exclusivity obsession 

As colleges and universities nationwide spend increasing amounts of money, increasing 

percentages of which come from tuition revenues, the question of where the money actually goes 

inevitably arises. After all, an increase in spending and a cost increase might be acceptable, if 

colleges and universities are spending the additional money in a way that enhances the value of 
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the college experience for students. The Delta Cost Project report is able to shed light on this, as 

well, finding that college and university expenditures in most sectors declined from 2002-2005, 

and then rebounded from 2005-2006. During this period, public college and university spending 

on instruction followed the pattern of decline from 2002-2005 and rebound during the following 

year. Spending in other sectors, such as research, maintenance, administrative costs and student 

services, increased at a higher net rate over the entire period than spending on instruction did. 

Most startlingly, the report identified a sharp decrease in spending on scholarships and 

fellowships at public research, master’s and community college institutions,
16

 and a sharp 

increase in spending on research activities at community colleges.
17

 

This debate has also reached the UT System in recent months, as a state constitutional 

amendment that would make a $500 million fund available to seven schools that take certain 

steps toward achieving “tier-one” status passed last month. The “tier-one” ranking that these 

universities covet is assessed annually by the Center for Measuring University Performance, 

which reaches its rankings primarily by tracking the research expenditures and federal grants for 

research amassed by each institution. The premise of the center’s ranking seems to be that higher 

research expenditures are necessarily indicative of better research, and, as the center’s Web site 

says, “ … most observers know that research matters more than anything else in defining the best 

institutions.”
18

 Since such rankings can weigh heavily on student recruitment colleges and 

universities pay careful attention to them, much as they closely watch annual college rankings 

lists in the media. Such rankings also weight heavily on the collective self-perceptions of the 

residents of cities or states. This saw a fierce debate kick off between cities across Texas over 
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which universities, in which cities, should be eligible to receive the funds that could help them 

achieve “tier-one” status,
19

 and as the state legislature took up the measure earlier this year, and 

as proponents of the ballot measure geared up their campaign, comparisons of the number of 

“tier-one” univerisites in Texas (three) versus those of other states (New York: five, California: 

nine) were found at the epicenter of the argument in favor of the amendment. Again, the Center 

for Measuring University Performance Web site handily summarizes the dynamic seemingly at 

play: “Who’s number one? The quintessential American question. We all want to stand first in 

line, first in the hearts of our country, first in the polls, first in the standings.”
20

 The effect of 

such “tier-one” rankings, and of the analagous annual college rankings of such news outlets as 

US News and World Report, which also ranks based on research expenditures, is to incentivize 

high research expenditures, at the expense of instructional expenditures. 

Why is this happening? 

 This assessment environment that encourages high institutional spending on non-

curricular activities is not without its critics.  Barmak Nassirian, a spokesman for the American 

Association of Collegiate Registrars and Admissions Officers, argues that the rising cost of 

higher education is primarily a function of institutions that have become too selective, creating 

an artificial scarcity of higher education opportunities. In an interview, he said that: 

 One of the foundational problems that we have is that decisions about who gets in and who 

doesn't are becoming increasingly subjective and somewhat arbitrary, so that you end up with kind 

of an “abra-kadabra” mechanism by which somebody is invited in and ultimately told that there's 
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no room at the inn for them. That's a challenge-remember when you draw a great line for 

admissions purposes the easiest great line is to separate the applicant pool into two groups: yes, 

they can do the work that the institution expects of its incoming students, or no, they can't. 

Whether students can do the work or can't do the work, that's generally straightforward to 

determine. It's when you go past that point and make other demands of applicants and place a 

higher threshold than just that, when there's more applicants who can do the work that you can 

accommodate. It becomes an irrational demand for higher academic qualifications, which may or 

may not be appropriate, given the character of the institution. 

When asked what could remedy the problem, Nassirian said: 

 

There's no cap that public infrastructure couldn't have been expanded to accommodate the need. 

There's a difference between talking about the ivy leagues with their particular character and their 

geographic limitations—how many people can Harvard accommodate?—but in the abstract, 

there's no reason why the University of California needs to be this competitive. One reason why 

they've become so competitive is that the University system has not kept up with demand. That is 

one big-picture strategy: the kind of investment in public higher education that the country made 

in spurts. We made that investment in the 19th century with the Morrill Act, we made that 

investment in the post-WWII period with the College and Higher Education Act—there have been 

stages where the country has a lot of capacity, and it has found resources to fund that capacity. 

Nassirian takes his argument a step further as well: If public investment in higher education 

hasn’t kept up with public demand, it is for two reasons. One of them is that middle-class 

families want their children to have access to world-class, publicly subsidized higher education, 

but don’t want to pay taxes at the rates that would be required to fund such education that would 

be truly accessible to everyone. So, Nassirian argues they encourage the institutions to set 

attributes that their children happen to have as the criteria for admission. 

They fund it at the level required to accommodate their kids and make sure that their kids get in, 

by potentially rigging the admissions process to favor those attributes their children happen to 

have. That's how you get to the holy trinity of admissions: GPA, class rank and test scores. If you 

want to have access to high-quality, low-cost public higher education, one strategy is to not fund it 
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enough that everybody can go, so that admissions become selective, and then make sure that 

selective admissions value the attributes that you know your kids have. 

The second force behind excessively rigorous admissions is the structure of financial 

incentives built into the institutions themselves, which set the stage for what Nassirian calls the 

“single biggest problem with higher education admissions today”: that “most institutions are 

looking for the same kind of students: the ones that are the least expensive to teach.” These are, 

of course, the students who come from affluent, middle-class backgrounds, do not generally 

require remedial courses or financial aid, and are more likely to become donors to the institution 

in the future. Such admissions preferences serve only to further barricade the wall that keeps 

students from low-income backgrounds—even with financial aid programs designed to lower the 

cost barriers to higher education—from succeeding in colleges and universities at the same rates 

as their wealthier peers. Nassirian continues: 

There is a fairly straightforward premise behind Lyndon Johnson's enactment of the higher ed act, 

and it was that if we somehow leveled the playing field behind higher income and lower income 

students, if only we the taxpayers stepped in, and covered the difference in their financial 

wherewithal, you have, in fact leveled the playing field. The problem is that’s just the tip of the 

iceberg. Poverty has its own gravitational force—a lot more needs to be done in regards to low-

income students to truly level the playing field. 

The status quo of skyrocketing cost and prohibitive admissions standards that do little to 

enhance the instructional quality of the institutions are the inevitable result of a public 

unwillingness to properly fund public higher education. “ … everybody chases after the same 

minority of students. What you end with is something very similar to what we have, which is 

kind of an arms race in which everybody is spending a lot of money for not a lot of positional 

advantage vis-à-vis their peers. Consequently, we end up with a lot of resources being sucked out 

of higher ed and into peripheral activities.” 
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 What does the alternative look like? 

 An alternative vision to the high-cost, high-standards higher education infrastructure 

described by Nassirian is being carried out at a few schools across the country. One of the most 

notable is at Miami Dade College in Miami Dade County, Florida. With more than 160,000 

students enrolled, Miami Dade College is the largest institution of higher learning in the United 

States in terms of student body size. Under the leadership of Dr. Eduardo Padron, the college 

became one of the first community colleges in the country to offer four-year bachelor’s degrees 

in competition with nearby traditional four-year universities like the Florida International 

University. Across the nation, 17 states, including Texas, have community colleges that offer 

bachelor’s degrees, and Padron strives to make his institution accessible to a different type of 

student than the one typically served at the larger universities.
21

 He says he based his decision to 

offer bachelor’s degrees at Miami Dade on both the unmet job demands in Florida and the 

mismatch between his Miami Dade students and traditional, four-year universities. “We're 

offering [a baccalaureate program in] education, focusing on the areas of science and math, 

where we're having the greatest problem finding teachers,” Padron said. “The state of Florida 

requires about 16,000 new teachers every year, and what you find is that more than half have 

been recruited from outside of Florida. Frankly, that's a recipe for disaster. Most of our students 

are working people, and they have family. They cannot afford to have residency on a campus and 

study full-time.” 

Padron has observed that older, working-class students at Miami Dade cannot afford the 

high tuition costs of four-year universities, and cannot afford to study full-time. So, he says, he 
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has resisted calls to transition Miami Dade into a full-fledged four-year university (which it 

would certainly be qualified to do) to keep costs down, and says that “many institutions offer 

classes when the faculty want to teach them, not when the students need them. We do the 

opposite. We teach the classes at times that are convenient and on demand- basically when the 

students need the classes, and not when the faculty wants to teach it.” The resulting institution is 

a compelling alternative to the expensive, selective elite institutions that even many public 

universities have morphed into: a stripped-down, accessible higher education experience that 

genuinely serves the public (and one which enjoys higher levels of racial and ethnic diversity 

than most institutions in the nation of comparable size).
22

 

Higher education’s lagging paradigm shift: The customer is always right 

The mindset of most institutions of higher learning today seems to be rooted in 

assumptions about who attends college—and why they attend college—that belong to a bygone 

era. Public colleges and universities’ preoccupation with rigorous admissions standards, 

aggressive, extravagant recruitment, and their standing relative to their peer institutions have 

created an arms race of higher education that does nothing to benefit the group for whom the 

institutions ostensibly exist: students—particularly, students who don’t have the wealth, 

influence or educational advantages that allow them to attend elite, expensive private colleges 

and universities. As public institutions, strangled by inadequate state and federal funding, strive 

to mirror the business model of private institutions, they come to mirror as well, the student 

makeup of private institutions, excluding and disadvantaging scores of perfectly capable 

potential college students and sparking tuition increases that make even the “public option” of 
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higher education prohibitively expensive. As with any arms race, the group who disarms first 

places themselves at a disadvantage—in this case, running the risk of becoming the ghettoized 

backwaters of the higher education world. Padron refers to community colleges in general as the 

“underfunded overachievers” of higher education, because in order to compete with better 

funded, more selective institutions, they must take in more expensive, less desirable students and 

achieve the same results as four-year universities, which must meet lower expectations with 

more money. 

But until the arms race ends—until the institutions, the students and employers end their 

fixation on exclusivity as the metric of merit, the problems that plague higher education—

barriers to access and high cost, will continue. 


