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Foreword

In 2001, the National Governors Association Center for Best Practices (NGA) began Influencing the Future of Higher
Education, a multi-year effort to promote state economic competitiveness through stronger postsecondary education
systems. The initiative explores critical higher education policy issues and best practices from other states, nations, and the
private sector. The Higher Expectations essay series is one way NGA explores policies and programs that: 1) increase
access, learning, and degree attainment; 2) build and sustain seamless learning pathways; and 3) foster economic develop-
ment.

In the first edition of Higher Expectations, released March 2001, NGA identified several 21st-century challenges for
postsecondary education. Among the challenges identified was the need for postsecondary education to improve its
productivity and its accountability.  Both challenges are driven by the economy’s demands:  the workforce will need an
additional 12 million people with some postsecondary education over the next 20 years.

Current state fiscal conditions magnify the need to increase productivity. Over 40 states closed a combined budget
shortfall of  $40 billion to $50 billion at the end of  fiscal 2002. Today’s limited state resources for postsecondary
education motivate governors, legislators and education leaders to create higher performing postsecondary systems.

This second group of  essays in NGA’s Higher Expectations series identifies ways Governors can improve state postsecondary
education systems through policies that:

Collectively, this latest edition of  essays highlights how governors can help improve the quality and efficiency of  colleges
and universities.  State economic competitiveness depends on the ability of  postsecondary education to meet the grow-
ing demands for skilled workers.

1. Hold institutions accountable. Jane Wellman, a former state higher education executive and senior legislative
staffer, encourages governors to define a few discrete performance measures for the entire state postsecondary
education system. Wellman also encourages governors to examine all public support for colleges and universities
when measuring and rewarding outcomes.

2. Contain costs. Robert Dickson, a former chief  of  staff  to two governors and a college president, encourages
colleges and universities to recognize that the only source of new money for quality improvements and enrollment
growth is through reallocation of  existing resources. In his essay, Dickeson describes the steps governors, governing
boards, and campus leaders can take to identify programmatic strengths and eliminate duplicative and lower-
performing programs.

3. Identify new methods of assuring quality. A leader in distance learning, Carol Twigg argues that distance
learning requires course-level quality measures that include the student’s perspective. Her suggestion for combining
multiple measures of quality in a navigable, on-line, student-driven database presents one way to help expand e-
learning.

4. Utilize the capacity of for-profit postsecondary providers more efficiently. Richard Ruch, author
of the award-winning book Higher Ed, Inc, identifies barriers to broader utilization of this growing segment of the
higher education market. Ruch identifies characteristics of the sector that could be adapted by public colleges and
universities, including a tightly focused institutional mission and streamlined management.
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Almost every state claims to have some kind of account-
ability system for higher education.1   Institutions of higher
education assess and account for their performance
through different kinds of program reviews, accredita-
tion reviews, data submission, financial audits, and regular
trustee or governing board oversight. Such reports are
not lacking in volume or detail. The technical capacity for
Web-based reporting has meant these reviews are very
accessible to consumers and policymakers.  Most institu-
tions also work hard to improve their assessment capac-
ity, particularly to develop better ways of  measuring ef-
fectiveness in teaching and learning.  However, these insti-
tution-based efforts have proven inadequate in address-
ing the public’s needs.  The public wants to know how
institutions perform relative to one another and how they
collectively contribute to meeting statewide needs. Because
of this, states are investing in the development of new
types of  statewide accountability systems.

Statewide Higher Education
Accountability:

Issues, Options and Strategies for Success

By
Jane V. Wellman

Institute for Higher Education Policy

Summary
Higher education accountability is a hot topic at state-level discussions. Governors want to make campus-level comparisons about results

and campus productivity. The public—families, employers and communities—wants to know that students have the competencies to succeed

and contribute in a democratic society and global economy. Changes in the workforce and in the postsecondary education market, increased

competition for limited resources, and the momentum from the K–12 standards movement will likely keep this topic on the front burner for

years to come. This essay describes the accountability systems of  five states—California,  Colorado, Florida, South Carolina,

and Virginia. It identifies the components that show the most promise of  meeting state goals and suggests recommendations for governors

to guide the development of systems in the future.

Pressures for Accountability
Several forces combine to require statewide accountabil-
ity systems for higher education:

The specifics of how these pressures relate to one an-
other differ from state to state, but the basic themes are
remarkably stable in all of them.

Economic and demographic changes shape broad de-
mand for postsecondary education.

The impact of competition for public resources and
competition from new providers of postsecondary
education.

The momentum of higher expectations and data-
based decisionmaking from the K–12 standards and
accountability movement.
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Economics and Demographics:
The Increased Importance
of Postsecondary Education
Governors recognize that investments in postsecondary
education and training are their states’ most important eco-
nomic investments. College-level talent is a basic resource
in a growing information economy. Areas of  highest fu-
ture job growth jobs will demand highly skilled workers.
By 2020, the economy is expected to need an additional
12 million people with some postsecondary education or
advanced training.2  Consequently, states increasingly are
linking higher education policies to economic develop-
ment strategies.

Over the next decade, demand for postsecondary educa-
tion will continue to rise in almost every state. In some
states, rapid demographic changes will drive enrollment
growth. By 2015 the college-age population will have
grown by 4.3 million to about 31 million young adults.
About two-thirds of this growth among college-age
young people will be concentrated in California, Florida,

Georgia, New York, and Texas. These five states could
experience an increase of 2.9 million youth by 2015. Ex-
cept for Georgia, these also are the states with the highest
proportion of immigrants and the greatest burgeoning
of Hispanic population.3

Even in the minority of states with stable or declining
enrollments, some increase in demand for postsecondary
education will occur because of the need for advanced
education and job retraining.  The wage premium from
postsecondary education has never been greater. Between
1979 and 1997, the number of college-educated males at
work jumped in payscale from 36 percent more than high
school graduates to 67 percent more. Stronger gains were
made by female college-educated workers relative to high
school graduates.4

Together, these economic and demographic changes bring
new pressures for increased productivity and higher re-

sults from higher education—the overarching goals for
statewide accountability systems.

Resource and Market Competition
Increase the Need for Accountability
All institutions, particularly public ones, will compete in
the future for limited public resources.5  The reason for
such a budget squeeze is primarily structural. State rev-
enues are not growing evenly with increases in personal
income or economic activity. Reliance on sales taxes causes
state revenues to lag behind changes in personal income
by approximately 0.5 percent.6  Furthermore, corporate
taxes fail to fully capture the economic growth that has
been occurring among information-oriented businesses.

Another structural problem in state budgets relates to Med-
icaid expenditures. Medicaid is the most rapidly growing
part of state budgets, now comprising 20 percent of to-
tal expenditures. The growth in Medicaid can be attrib-
uted in large part to a structural problem with the federal
Medicare program. Medicare does not cover the two most
needed and expanding services for elderly and the dis-
abled: pharmaceuticals and long-term care. When these
individuals exhaust their personal resources, they become
impoverished and thus eligible for Medicaid.

State support for higher education has been shrinking as a
share of  total state appropriations. While tuition increases
historically have cushioned against some of the losses in
state revenues, public resistance to the high price of col-
lege is rising, and consumers—as well as state decision-
makers—want to know what they are getting for their
money.   Market pressure for enhanced consumer infor-
mation has grown as a result.

There also is a large and growing private sector in higher
education.7

 
 Private institutions typically operate in a fiercely

competitive environment for students and dollars.  These
for-profit institutions maintain a different level of account-
ability to shareholders and to the consumer marketplace
than traditional not-for-profit institutions. Further, private
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institutions are learning how to market themselves as pro-
viding less expensive and often more effective alternatives
to state funding of  public institutions.

Competition for public resources and competition from
new providers are helping to fuel public demand for per-
formance-based information. This information allows pri-
vate consumers as well as state decisionmakers to decide
where to make investment decisions based on informa-
tion about cost effectiveness and added value.

Governors Raise Similar K–12 Issues for
Higher Education
The last and probably most powerful cause of momen-
tum toward new forms of  accountability has come from
the success of the standards movement as a fulcrum for
change in elementary and secondary education. This move-
ment has been gaining momentum for nearly two de-
cades since the publication of Nation at Risk, propelled in
part through the work of the National Governors Asso-
ciation in collaboration with the business community and
other state-based organizations.

In the K–12 context, accountability is based on out-
comes—student achievement—and not measures of in-
puts or good process.  There are four primary features of
the K–12 accountability model:

The momentum from the K–12 accountability movement
has led governors to ask for information on postsecondary
outcomes, including competencies, workplace success, and
civic contributions. As they do with K–12 schools, they
want to make campus-level comparisons to judge and
reward high performance.

Examples of State
Accountability Models
States are experimenting with several different approaches
to statewide accountability systems.  They range from ex-
pansions of  existing institutional information systems in
public “report cards” to statewide performance standards
and performance-based budgeting.  Brief  descriptions of
these states follow.

Report Cards
California.  California’s higher education report card
law was enacted in 1991 as a result of a bill sponsored by
then-state legislator Tom Hayden. The law required an
annual reporting of data in five areas: population, finances,
student preparation, student access, and student outcomes.
The report contains over 75 separate indicators and ex-
ceeds 100 pages. It includes data on institutional, federal
and state student aid along with information on institu-
tional finance, in contrast to the reports from many other
states where the student aid reports are confined only to
statewide grant programs. By integrating the information
from all sources, California does a good job of showing
the role of  state student aid in ensuring access. 

The population and financial information is presented at
the state level. Information on student preparation, access
and outcomes are presented by sector for public colleges
only (the community colleges, the regional universities, or
the University of California).  Data about student prepa-
ration, access and outcomes are not comparable across
these sectors. Information about campus-specific perfor-
mance also is not available from this source.

Because California does not have a student-based infor-
mation system that would allow students to be tracked
across institutions, the information on student outcomes
is confined to retention and graduation data within the
individual sectors.

The reporting formats are not tied to budget decisions or
performance-based funding and are not tied to measures

The same learning standards for all children
Assessments of student learning
Public accountability for student learning results
Sanctions and rewards for results8
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of  progress on specific state goals.9   As a result, there is
growing frustration in California with the accountability
system. The need for a new approach to accountability is
one of the most important issues in the review of the
state’s master plan for higher education that is now un-
derway.10

Virginia. Virginia published its first Report of Institu-
tional Effectiveness (ROIE) system in 2001, based on rec-
ommendations of the State Council of Higher Educa-
tion for Virginia (SCHEV) and former Governor Jim
Gilmore’s Blue Ribbon Commission on Higher Educa-
tion. SCHEV updates these reports annually.

Virginia’s report cards are designed to provide consumer
information as well as being used as a state policy deci-
sion tool.  They require each public campus—four-year
and two-year—to provide numerous descriptive statis-
tics about the institution using common definitions that
allow comparisons of  Virginia’s public institutions (in cat-
egories such as graduation rates, tuition and fees, and ex-
penditures of revenue by function).

Institutions also are required to report their performance
on 14 systemwide measures of efficiency and academic
quality.11   For example, each institution reports the fresh-
men to sophomore retention rates, average time to de-
gree, percentage of lower division courses taught by full-
time faculty, and transfer students from public two-year
colleges. In addition to the 14 systemwide performance
measures, ROIE also include each institution’s mission
statement and data selected by each college and university
as being important to assess the institution.

Several of these measures are benchmarked based on state
standards (management standards and space standards)
so the data are presented both in raw terms and as a
percentage of standards being met.  When state standards
do not exist, as is the case for many of the measures,
institutions are asked to benchmark their performance
against peer institutions appropriate to that particular in-

stitution, which can include out-of-state as well as in-state
institutions.

While discussions call for making funding decisions on
the basis of  performance, this has not yet occurred. The
council currently is evaluating the effectiveness of the
ROIE with focus-group reviews. It also is working to
add new measures of student learning and educational-
added value.

Performance-Based Budgeting
Colorado. Colorado is one of the approximately 10
states that link standards-based accountability systems with
incentive-funding programs.

The Colorado system requires all institutions of higher
education to report on 10 base performance indicators,
which are used for performance funding, and an addi-
tional 11 indicators that are not tied to performance fund-
ing.   Colorado uses a unique productivity measure, which
is defined as weekly direct teaching contact hours for full-
time faculty, benchmarked against national averages.

Public four-year and two-year institutions are included in
the system, with slightly different reporting standards.  Per-
formance goals for each institution are established rela-
tive to benchmarks that are specific to each institution.

The performance funding is an incentive and reward pro-
gram only, tied to supplemental resources beyond those
required to fund enrollment increases.  Up to 5 percent
of the annual budget increase is set aside for incentive
funding, and the specific amount allocated to each institu-
tion is based on performance relative to expected per-
formance.  Current budget shortfalls have prevented the
full implementation of this relatively new program.

Florida. Florida has long been a leader in student-cen-
tered, state-level accounting for higher education. The state
also has led in standards-based accountability systems for
all of  state government. For instance, reports on higher
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education are clustered together with reports on K–12
education, economic development, and workforce prepa-
ration.

Florida had one of  the earliest state information systems,
incorporating student-based records and tracking infor-
mation with required academic assessments (e.g., entrance
examinations for entering freshmen and the “rising jun-
ior” examination for third-year students).  Although the
public four-year and two-year systems remain separate
from one another, they are nonetheless framed in a larger
context of  state investment in broad public activities.  For
example, Florida shows the percentage of instructional
effort generated by regular faculty, by level of  instruction.
Another indicator reports on the amount of faculty pub-
lic service activities that are devoted to Florida’s public
schools.

Florida also uses a performance-based budgeting ap-
proach for state government, including higher education,
which awards roughly 2 percent of annual funding based
on progress toward state performance standards.

Florida recently reorganized its state governance structure
for all of education. The Florida Board of Regents, which
formerly was the governing board for the four-year insti-
tutions, has been eliminated, and each public institution
now has its own local board of  governors.  At the same
time, a new state-level board of education has been cre-
ated, with responsibility for policy and oversight for K–
12 education through graduate school.  One of the first
agenda items for the new board is a review of account-
ability structures, with particular attention to creating a
seamless accountability system that helps to integrate K–
12 with higher education.12

South Carolina. South Carolina attracted national at-
tention when it passed Act 359, based on the recommen-
dations of a special study commission. The legislation man-
dated that future funding of public higher education
should be based on 37 performance indicators, not on

the enrollment-driven formula of  the past.   While the
legislation called for 100 percent of funds to be allocated
on the basis of these indicators, this has never occurred.

Institutions within each of the public sectors (research uni-
versities, regional universities, teaching campuses and tech-
nical colleges) are required to report on common indica-
tors for that sector.  Each institution also is allowed to
report on campus-specific measures in addition to its sec-
tor and statewide measures.

Now in its seventh year, South Carolina’s system has been
evaluated to suggest that it generally has been helpful, de-
spite some initial resistance and confusion.  To clarify and
simplify the process, the state increasingly is focusing on
14 rather than all 37 indicators (the original 37 measures
are now embedded in regular institutional reporting). A
number of  these performance indicators are designed to
show the “user-friendliness” of the system, such as en-
rollments; retention and degree production for minority
students; transfer activity for first-time, full-time students;
and the number of  minority faculty.

The connection between the performance indicators and
performance funding also has been smoothed out. All of
the funding remains tied to performance indicators, but
there is much less formulaic complexity associated with
this approach than previously.13  Today a greater distinc-
tion exists between the data needed to justify the base
budget (known as the Mission Resource Requirement or
MRR) and the data needed to receive incentive funds based
on performance. These incentive funds account for be-
tween 3 percent to 5 percent of total support for the
state’s public colleges and universities.

Building More Responsive Higher
Education Accountability Systems
The second generation of statewide higher education ac-
countability systems is in various stages of evaluation,
reconfiguration, and implementation.  The systems will
undoubtedly continue to evolve and change, as state
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policymakers and institutional leaders learn more about
what they want to accomplish with accountability systems.
At this point, no state would claim it has the right model.
There are a few recurring themes, however, of what works
and what doesn’t.  The following recommendations are
offered for governors interested in developing more re-
sponsive higher education accountability systems.

1. Establish goals in relation to statewide
plans.   Accountability reports should be built around a
few strategic statewide goals for higher education that can
be measured quantitatively and replicated from year to
year.

These goals need to emanate from a statewide planning
process that has established the groundwork for a rea-
sonable level of  consensus about priorities.  If  account-
ability systems are put in place before the planning has
occurred, or if there is a lack of consensus about the
priorities or goals from state plans, then the accountability
systems are likely to lead to volumes of data that
policymakers can’t use. Progress has been slow, in large
part, because of a lack of clarity in many states about
performance goals.14

The following are statewide goals being used successfully
in accountability systems.

Provide consumer information.   State accountability sys-
tems that help consumers make comparative judgments
across institutions, or compared to national peer institu-

tions, are the strongest tools for leveraging increased higher
education performance and productivity.

Higher education accountability structures need to inform
consumer choice as well as governmental decisionmaking.
Virginia, for instance, allows institutions to provide in-
formation about their mission and programs in a way
that is similar to reports from the national rankings of
college-information services, such as the U.S. News
rankings, or the Peterson’s or College-finder services.

The consumer role probably is more important in higher
education than in K–12 because higher education oper-
ates in a stronger market than public education.  Govern-
ment can’t impose sanctions for low-performing colleges
as it does in K–12, since the majority of postsecondary
institutions are either private or have some independence
from state control.  It is therefore important for state
decisionmakers to think about how to leverage market
strategies—including consumer information—as an ele-
ment of  their accountability structures.

2. Focus on total state support for higher
education.  States need simpler measures of per-stu-
dent subsidies to assess how effectively and efficiently the
total state investment is being used. These measures allow
policymakers to determine the best place to invest new
dollars or reallocate existing dollars. For example, a state
wanting to increase access should be able to decide whether
to put marginal resources into support for student aid,
community colleges, or new university campuses.

Subsidy measurement doesn’t need to be difficult, and it’s
important enough to be worth the investment in time to
get clear measures.  Looking at total public subsidies helps
compensate for a weakness of current accountability sys-
tems. These systems award small dollars on the margin
for performance while continuing to provide more than
90 percent of total state support on the basis of inputs,
such as enrollment. This “base-plus” means of rewarding
performance is ineffective, particularly in times of  bud-

Increase the number of high school graduates that go
on to college.
Reduce the number of students requiring
remediation.
Increase retention and five-year graduation.
Increase the number of community college transfer
students.
Increase the percentage of resources spent on
instruction.
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get cutbacks, because the incentive funds are cut first.
If past is prologue, institutions (in particular the research
universities) resist the development of these measures pre-
cisely because they do not like the “apples-and-oranges”
comparisons of  different types of  investments.15    Their
resistance takes the form of  support for impossibly com-
plicated formulas that try to segregate the costs of  in-
struction from other costs.

3.  Ensure comparability, simplicity, and vis-
ibility.  Effective statewide accountability systems are
based on relatively few measures that are comparable
across different institutions. These measures are widely dis-
seminated for maximum public visibility.

4.  Include institution-specific information.  It
is important to give institutions the opportunity to supple-
ment their statewide measures with information about
performance on measures specific to that institution.  Not
all functions in higher education are shared by all institu-
tions.

Building institution or campus-level detail into the reports
also can allow institutional leaders to better connect their
internal assessment and planning processes with statewide
accountability systems. These linkages offer the highest
probability for payoff in both public accountability and
institutional improvement.

5.  Track students.  One reason current statewide
accountability systems fall short of public expectations is
that the majority of students transfer across two or more
institutions before completing their education.  A student-
unit record system makes it possible to track students
across sectors. Without these data management systems,
the most critical performance data—such as student ac-
cess, transfer, retention and graduation—cannot be mea-
sured.

In addition, higher education accountability structures need
to be able to connect students and institutions with the

K–12 system. A connected system enables policymakers
and the public to assess how middle and high school
course-taking prepares students for college or how well
colleges and universities prepare teachers to teach math
standards or disadvantaged youth.   Thirty-seven states
now have student record systems at the K–12 level.

6. Cultivate broad support for a statewide
system.  Governors can cultivate broad support for a
statewide accountability system by including multiple stake-
holders in the process and requiring that all institutions
receiving public support participate.

The processes for building accountability systems are critical
to their ongoing viability.  A consensus-oriented process
that balances various external stakeholders with higher edu-
cation insiders works best. It is important to identify lead-
ership that can manage the length of the process and keep
participants focused on the statewide priorities for higher
education. Governors are best positioned to establish the
dynamic for a good accountability process because they
can pull together people from the institutional governing
boards, the legislature, the business community, and state
government.

The structure of the process is particularly important to
getting the political support for accountability from all of
the sectors, including those politically positioned to opt
out of the system.  Any accountability system that applies
to only a few of the sectors, or that uses different “rules”
for different sectors, is ultimately weakened.

7. Recognize the differences between K–12
and higher education.   While the momentum from
states’ K–12 accountability efforts is an important catalyst
for more responsive statewide higher education account-
ability systems, important distinctions need to be made.

K–12 accountability systems are based on a common set
of learning standards and a statewide assessment admin-
istered to all students. In higher education, there is a diver-

13



sity of learning goals, institutional functions (including re-
search and service) and no single curriculum.

Governors are discouraged from adopting the primary
characteristics of K–12 accountability systems for higher
education: common standards, a single assessment of stu-
dent learning administered to all students, and a rewards
and sanctions system based on the outcomes for a single
indicator. Higher education accountability systems need
to rely on a broader set of measures that promote mar-

About the Author
Jane Wellman is a senior associate with The Institute for Higher Education Policy in Washington, D.C., where she
conducts research and policy analysis on finance, accountability and accreditation, and governance of higher education.
She is a director of  several of  the Institute’s research and policy efforts, including The New Millennium Project, a
national study of higher education renewal strategies; the Seat-Time study of uses and alternatives to the student credit
hour unit of  measurement; and a national study of  trends in costs and prices.  She also is leading an effort for the
Association of Governing Boards on the issues facing governing boards seeking to maintain citizen self-governance
while responding to demands for greater public accountability.  She is the author or co-author of  several recent publi-
cations by the Institute, including Higher Education Cost Measurement: Public Policy Issues, Options and Strategies; The Tuition
Puzzle; Looking Back, Going Forward: The Carnegie Commission Tuition Policy; and Contributing to the Civic Good. In addition to
research and writing, Wellman consults with state systems and national associations on major projects, such as The
Council for Higher Education Accreditation, the University of North Carolina Office of the President, the National
Center for Public Policy and Higher Education, the National Advisory Committee on Student Financial Assistance, and
the California State University.  She is a consulting editor to the Association of  Governing Boards’ publication Trusteeship,
a member of  the editorial advisory committee to the American Council on Education’s The Presidency, and a Campus
Compact Engaged Scholar. Wellman has worked for more than 20 years in higher education and government relations
at the federal and state levels and with public and private institutions.  Prior to joining the Institute in 1994, she was vice
president for government relations with the National Association of Independent Colleges and Universities, deputy
director of  the California Postsecondary Education Commission, and staff  director of  the Ways and Means Committee
in the California State Legislature.  She began her career in higher education finance and planning at the University of
California, where she worked in the statewide budget office and on the Berkeley campus in the Center for Research in
Management Sciences.  She received bachelor’s and master’s degrees from UC Berkeley.

ket competition by focusing on comparative productiv-
ity.

Calls for increased higher education accountability reflect
Governors’ higher expectations. Responsive higher edu-
cation accountability systems will help the public under-
stand the value-added of a particular college, the produc-
tivity of  a state’s public investment, and how institutions
collectively contribute to increased state prosperity and
improved lives for all citizens.
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Containing College Costs:
The Case for Reallocation

The Governor and the Balancing
Act
A governor’s current balancing act involves reconciling
several demands for support for higher education and
analyzing where the best payoffs will occur to buttress the
governor’s priorities for improving economic develop-
ment and quality of life.

Governors are in a key position to call for and oversee
the prioritization/reallocation process.  In many cases, they
have to ask the tough questions and encourage governing
boards and higher education leaders to provide meaning-
ful answers.

Prioritizing programs is necessary because not all programs
are equal.  Some are more efficient, more effective, or
more central to the mission of the institution or to achiev-
ing the state’s priorities. Most college campuses are
overprogrammed for their resources and can no longer
afford to be what they have become.  The solution is an
institution-by-institution reallocation, initiated only after

Summary
As states face budget shortfalls and fiscal uncertainty, the role of  the governor in looking to long-term solutions while considering short-term

fixes has never been more essential. Linking higher education programs to achieving the governor’s priorities may be the soundest strategy

for long-term economic stability. In a time of scarce resources, all state and higher education officials must understand one truism to

accomplish essential goals: reallocating existing resources from weakest to strongest programs is the most likely source of funds.  However,

effective reallocation requires prioritizing programs responsibly.

By
Robert C. Dickeson

Lumina Foundation for Education

rigorous, effective, academically responsible priorities are
set.

The governor’s leadership may very well be the catalyst to
ensuring the most effective use of precious resources at
the state’s colleges and universities.

The Case for Reallocation
Reallocation in state government is difficult and contro-
versial.  State programs are often entrenched and the forces
that created them are unlikely to go away.  It is more
politically safe to order across-the-board cuts, where all
parties suffer equally.  However, such cuts are irrespon-
sible; used as a solution over time, they foster mediocrity.
The truth is that some programs are more important than
others, some are more central to the state’s future vitality,
and some are more effective.

The same is true at higher education institutions.  Whether
public or private, colleges and universities often look to
easy solutions to meet budget shortfalls, solutions that are
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episodic, fortuitous, politically safe on campus—and
wrong.

Additionally, some states are “solving” their current fiscal
crisis by cutting back on or deferring much-needed capi-
tal expenditures.  This risky approach assumes the prob-
lem is short-lived and the crisis is fleeting.  It may not be,
and such stopgap measures denote a lack of realistic plan-
ning.

Focus on Academic Program
Offerings
There are several realities about higher education budgets.
First, all programs offered by an institution are not equal.
Second, there simply isn’t enough money to go around.
Each budget office has millions of dollars on the cutting-
room floor that represent legitimate, bona fide needs of
academic programs.  No academic program has enough
resources to accomplish its potential.  The price for aca-
demic program bloat for all is impoverishment of each.

As governors evaluate academic programs and where
funds can be reallocated, they should consider the fol-
lowing:

· Academic programs are the heart of the institution
and constitute the real cost drivers for the entire en-
terprise.

· Academic programs have been permitted to grow—
and sometimes to calcify—without careful analysis of
their relative worth.

· In their quest for students, reputation, and support,
most institutions unrealistically strive to be all things
to all people.  They do not focus resources on their
mission and on programs they can sustain with dis-
tinction.

· Substantial funds are needed to ensure quality in many
academic programs. Thus, most institutions are
overprogrammed for their available resources.

· Traditional resource-management approaches, such
as across-the-board cuts, cause mediocrity for all pro-
grams.

· Resources reallocated from weakest to strongest pro-
grams are the most likely source of  funds.

· Reallocation should not be accomplished without set-
ting rigorous, effective, and academically responsible
priorities.

By adding more and more courses, institutions commit
curriculum creep.  This phenomenon is, unfortunately, only
incremental, not decremental.  There are precious few in-
ternal processes to handle the elimination of courses that
no longer make sense or meet student needs.  Thus, cur-
riculum creep leads to program creep and program creep is akin
to mission creep.  As institutions take on more and more
programs, attempting to meet more and more demands,
aspirations sometimes overtake reality.  With just a few
more programs, two-year institutions could become four-
year colleges.  With just a few more graduate programs,
teaching institutions could become research universities.

If reallocation is the answer to these problems, by what
criteria should priorities be set?

How to Prioritize?
There are 10 criteria to measure both academic and non-
academic programs. Governors should know these crite-
ria, request data to buttress collegiate programs in light of
these criteria, and then ask the penetrating questions to
secure responsible answers.  There also are key questions
governors can ask.

Criterion 1
History, Development, and Expecta-
tions of the Program
Have the expectations for this program changed since it
was established?  How has the program adapted to chang-
ing demographics of  the institution’s students (e.g., more
part-timers, more nontraditional, less academically pre-
pared, less likely to be motivated to succeed)?

Governor’s Key Question: Does this program meet
today’s changed expectations?
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Criterion 2
External Demand for the Program
Is there evidence that students are attracted to the campus
because of the program?  Has this demand changed over
time?  Is the institution required to offer this program?

Governor’s Key Question: Who wants this program?

Criterion 3
Internal Demand for the Program
What other programs in the institution rely on this pro-
gram?  What services does the program offer that are
expected in other programs at the institution?  Is there
potential for internal demand because this program has
pioneered new approaches (e.g., collaborative learning, uses
of  technology) other institutional programs may emu-
late?

Governor’s Key Question: Is this program required for
the success of another program?

Criterion 4
Quality of Program Inputs and Processes
How current is the program’s staff ?  Would they stack up
well against similar staff in comparable or competing in-
stitutions?  Does the program operate with a quality de-
sign?  When last was it overhauled?  How does the pro-
gram take advantage of  changes in technology?  What is
the quality of equipment, facilities, and other resources?

Governor’s Key Question: How good are the resources
invested in this program?

Criterion 5
Quality of Program Outcomes
How do students benefit from this program?  What mea-
surable objectives were achieved or competencies attained,
including employer satisfaction and job placement?  Did
the program succeed in multiple measures of student
development?  Do the outcomes mirror the best prac-
tices of similar institutions?

Governor’s Key Question: What are the quality re-
sults of this program?

Criterion 6
Size, Scope, and Productivity of the Pro-
gram
How many students—or clients, customers, patrons—are
being served?  How many staff  are committed to this
program?  What’s the resulting productivity?  Is the pro-
gram of sufficient size and scope to meet critical mass
and is it conducted effectively?

Governor’s Key Question: How many people truly benefit
from this program?

Criterion 7
Revenue and Other Resources Gener-
ated by the Program
What internal subsidy is appropriate to account for the
enrollment the program attracts?  Are there fees, grants,
fundraising, or other sources of revenue attributable to
this program?  Does the program enjoy relationships—
external, community, economic—that are valuable to the
institution?

Governor’s Key Question: What does this program
bring in financially?

Criterion 8
Costs and Other Expenses
What are the total costs—direct and indirect—associated
with delivering the program?  Are there demonstrable
efficiencies in delivering the program that benefit the in-
stitution?  What additional investment is needed to bring
the program up to a high level of quality?

Governor’s Key Question: What’s the real outlay for
this program?
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Criterion 9
Impact, Justification, and Overall Essen-
tiality of the Program
How essential is this program to the institution’s mission?
Does this program serve people in ways no other pro-
gram does?  Does it respond to a unique societal need the
institution values?

Governor’s Key Question: How is this program linked
with the institution’s—or the state’s—overall strategy?

Criterion 10
Opportunity Analysis of the Program
How might the program capture opportunities not here-
tofore considered by the institution?  What external fac-
tors can this program seize?  Are there opportunities for
productivity gains that might save the program?  Where is
duplication avoidable?  What is the relationship between
this program and emerging trends in student develop-
ment?

Governor’s Key Question: If  resources are reinvested
in this program, what would be the benefits?

Once these criteria have been used to fairly measure a
program, prioritization and reallocation can occur.

Making Reallocation Decisions
It is one thing to initiate change; it is quite another to com-
plete it.  Before an institution (or a governor) seriously
considers undergoing a comprehensive prioritization and
reallocation, an old-fashioned “gut check” is necessary: Is
there the  leadership, courage, and political will to see this
important task through to completion?  Governors will
want to assure themselves that the governing boards of
the institutions, which alone have the authority to act with
finality on program decisions, are capable and willing to
superintend this process from start to finish.

Strategies for Governing
Boards and Higher Educa-
tion Leaders

Academic reform often brings with it controversy,
and controversy tests integrity.  Among the stake-

holders in the prioritization process—students,
faculty members, presidents, vice presidents, board

members, alumni—are people who care deeply
about the institution and believe, to varying de-

grees, that its future has been entrusted to their
care.

The unifying force for all stakeholders is the mis-

sion of the institution. The mission of the institu-
tion is the unique academic grid against which all

evaluation of programs must be measured.  It is
therefore vital that the mission be reexamined in

some cases, revised in other cases, and reaffirmed
in all cases.

An effective institutional reallocation process in-

corporates:

· an analysis focused on preselected criteria and
the specific elements that address mission ef-

ficiency, effectiveness, and centrality;
· concentration on resource development and

resource utilization; and
· a systematic basis to identify opportunities to

increase revenue, reduce costs, improve qual-
ity, and strengthen reputation.

Given the large number of programs typically

found on a campus (more than a thousand at the
larger institutions) and the difficulty in making

precise ranking decisions, categories of rankings
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are useful.  One successful approach is to rank
programs by quintiles as follows:

· Upper 20 percent: Candidates for enrich-

ment
· Next 20 percent: Retained at higher level of

support
· Next 20 percent: Retained at neutral level of

support
· Next 20 percent: Retained at lower level of

support
· Lowest 20 percent: Candidates for reduc-

tion, phase out, consolidation

To be effective—and to yield resources for im-
portant reallocation purposes—each category

must house an equal number of programs.

Once the analysis has been completed and the
programs of the campus have been prioritized,

important judgments must be made that recom-
mit the institution’s resources to seize opportu-
nities and sustain institutional integrity.  Resources

typically are recommitted to enable five kinds of
decisions: enriching or expanding existing pro-

grams; adding new programs; reducing programs;
consolidating or restructuring programs; and

eliminating programs.

The process of prioritization and reallocation
strengthens institutional vitality.  The process also

requires maintenance of a significant database.  As
colleges and universities recognize that they have

to effectively communicate their needs to ob-
tain necessary support, the database can be help-

ful.  Criteria about the programs essential to the
institution—captured, formatted, retained, and

updated—can provide valuable, useful informa-
tion that both internal and external audiences

can understand.

What Can Governors Do?
As the key statewide leader championing quality higher
education, the governor is in an ideal position to under-
take several reallocation initiatives.

· Articulate statewide priorities that create
expectations for state institutions.  These priorities
should include the state’s economic development goals.

· Call attention to overprogramming in
higher education.  This call should include private as
well as public colleges and universities.  Although most
effort will already be attuned to the state’s public in-
stitutions, private colleges in many states could ben-
efit from reallocating internal resources.

· Urge that a meaningful program
prioritization process occur at each institu-
tion in the state (private colleges suffer program bloat,
too) focusing on each institution’s specific, unique
mission. This process should not be a statewide com-
parison of institutions, but rather a statewide expec-
tation, comparing the relative worth of programs at
each institution.

· Insist that each campus identify centers
of excellence and unproductive pro-
grams. As a part of the next budget cycle, gover-
nors, legislators, and governing boards should request
solid information about the state’s academic programs.
While duplication of programs at the undergraduate
level is necessary across the state, at the graduate and
professional levels, it can be unduly expensive.

First, campuses need to identify centers of excellence,
the peaks of quality that emerge at each institution to
attract and retain top students and scholars.  An analysis
of these programs’ resource needs should accom-
pany this, with identification of how reallocation can
help colleges build on their strengths.
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It is equally important to identify excess programs at
the state’s institutions. In analyzing how many pro-
grams are not productive, campuses need to do a
similar analysis of the costs associated with continu-
ing these poorer performing programs.

· Enable colleges to retain the dollars saved
from eliminating weaker programs. Gov-
ernors can recommend that savings be reinvested in
achieving statewide priorities.

· Set expectations for governing board ap-
pointees to prioritize and reallocate in an academi-
cally responsible way; support the campus leadership
with the courage this task demands; and not permit
“campus politics as usual” to govern these important
decisions.

· Identify additional strategies for cost con-
tainment. Strategies such as interstate compacts and
privatization of  certain services and programs can
improve productivity.

To help deliver high-cost graduate and professional
programs, states should consider the successful model
established by the Western Interstate Commission for
Higher Education (WICHE). Another successful strat-
egy to consider is an interstate virtual learning con-
sortium, such as the Southern Regional Education
Board’s Electronic Campus, which helps undergradu-
ates persist more efficiently toward their degree, par-
ticularly when some programs are eliminated.

Governors and legislators can eliminate the barriers
to institutions’ contracting out or privatizing certain
programs and services. Modified fiscal rules can per-
mit institutions to outsource some nonmission-criti-
cal functions to the private sector that can prove to
be more efficient and effective.

Conclusion
Higher education institutions are necessary to the future
success of  any state.  Yet colleges and universities need
help.  The support they require will come not only from
tuition and fees, state appropriations, and grants and gifts,
but also from reallocation of  existing resources.  Reallo-
cating responsibly requires setting academic priorities; es-
tablishing, in a data-driven way, that some programs are
more important than others; and concluding that higher-
ranked programs are more deserving of  institutional and
state support.

The process for reforming institutional offerings through
prioritization and reallocation is rife with controversy.  It
is likely to create upheaval among entrenched interests that
want business as usual.  The task will require leadership,
courage, and will.  Governors can help set the stage for
reallocation, encourage and reinforce its accomplishment,
and support the tough but necessary decisions that will
result.

Colleges and universities and the states that shelter them
will be the stronger for it.
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The Context for Quality Assur-
ance Concerns
The extraordinary growth in distance and distributed learn-
ing presents new challenges to the existing quality assur-
ance capacities of state agencies, accrediting associations,
and similar groups. According to Carole Cotton of  CCA
Consulting, a market research firm, 94 percent of  all col-
leges and universities are engaged in (63 percent), or are
planning to be engaged in (31 percent), distance and dis-
tributed learning.* The recently drafted “Guidelines for
the Evaluation of Electronically Offered Certificate and
Degree Programs,” a joint product of  the Council of
Regional Accrediting Commissions and the Western Co-
operative for Educational Telecommunications, introduced
the issue this way:

Many in higher education approach the issue of quality
assurance in distance learning not as a desired end but as a
problem that needs resolution. Numerous educators re-
main skeptical of distance learning, believing that same-
time, same-place interaction is central to a successful edu-
cational experience. Those who lack first-hand knowledge
of distance learning are suspicious of it and think distance

Summary
The growth of  distance learning is raising questions about existing quality assurance processes because it challenges the wisdom of  basing

judgments on quality solely on input measures. Increasing demand for online education also is increasing calls for outcomes-based quality

assurance. Governors appreciate that a good way to demonstrate capacity is to measure results. Consumer input can produce valuable

information that augments existing quality assurance efforts and helps students and employers navigate the increasingly distributed world of

postsecondary learning. Governors are encouraged to support a consumer-oriented system for evaluating online courses.

Quality Assurance for Whom?
Providers and Consumers

in Today’s Distributed Learning Environment

By
Carol A. Twigg

Center for Academic Transformation at Rensselaer Polytechnic Institute

New delivery systems test conventional assumptions, rais-
ing fresh questions as to the essential nature and content
of an educational experience and the resources required to
support it. As such, they present extraordinary and dis-
tinct challenges to the eight regional accrediting commis-
sions which assure the quality of the great majority of
degree-granting institutions of  higher learning in the United
States.
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education programs have low standards or no standards.
Some people are more than uncomfortable. Those con-
cerned with consumer protection sometimes presume that
distance learning is more susceptible to fraud and abuse
than is traditional education.

Inputs versus Outputs
Current quality reviews are based primarily on examining
institutional “inputs”—the capacity and resources of pro-
grams and institutions. The higher education community
has developed several quality indicators that are so well
understood and accepted that many institutional quality
assurance programs simply embed them.

Licensing authorities and accrediting agencies have long
assumed that institutions with certain attributes (e.g., a presi-
dent, a board, and full-time faculty) have the capacity to
carry out degree-granting educational missions. Histori-
cally in many ways, accreditation has been based on an act
of faith: if certain capacity and resource conditions are
present, student learning takes place. Yet distance learning
programs eliminate many of the capacity and resource
conditions of  higher education (e.g., full-time faculty and
physical campuses). This makes those attached to input-
based quality measures nervous.

Increasing Demands for Greater
Accountability
The discussion of quality assurance in distance learning is
occurring within a context of dissatisfaction with current
higher education quality assurance processes in general.
Trends toward greater external certification and other
forms of  accountability manifest a lack of  confidence in
how well higher education is doing, especially in work-
place preparation. Grades, graduation, and degree acqui-

sition are no longer viewed as adequate or sufficient indi-
cators of  competency. In addition, the pressure for exter-
nal exams often reflects the frustration that many outside
the education community feel about the enormous sums
being spent for U.S. higher education by state govern-
ments, students, parents, and employers.

Also being felt are even greater demands for external cer-
tification as a way to ensure quality. New requirements
for state rather than institutional testing of prospective
teachers are an extension of current practice in other pro-
fessional fields, such as law, nursing, accounting, and engi-
neering that already have some form of  external valida-
tion. External competency certifications in the informa-
tion technology field are growing rapidly. Many states,
including Colorado, Illinois, and Washington, are talk-
ing about exit exams at every level of higher education.
Even though some educators question whether these com-
mon exams are a good way to assess learning, most agree
the testing will continue and probably increase.

A De Facto Consensus for Quality As-
surance
Every new act of evaluation highlights insufficiencies in
old ways of  operating. Consequently, several national higher
education associations have developed statements on what
constitutes good practice in distance education (see Ap-
pendix A). Clearly, countless individuals contributed much
work and thought to craft these standards and, as a result,
a de facto framework for ensuring quality in distributed
learning environments has emerged.

A recent study commissioned by the National Education
Association and Blackboard Inc., and conducted by the
Institute for Higher Education Policy (IHEP), confirms
that the statements share many like ideas. Titled Quality on
the Line: Benchmarks for Success in Internet-Based Distance Edu-
cation, the study reviewed all existing principles, guidelines,
and benchmarks that address best practices in distributed
learning and combined them into a single list of 45 “bench-
marks.”

Quality equals a tenured full-time faculty member with
a Ph.D. teaching the course.
Quality equals courses and degree programs offered
by and on a residential campus.
Quality equals students learning by sitting in the same
room with a professor.
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The researchers then tested the efficacy of the list by in-
terviewing leading practitioners in the field. Dropping 13
benchmarks, adding three, and combining redundant ones
gave the researchers a list of 24 benchmarks that are “es-
sential to ensure quality in Internet-based distance educa-
tion.” This new list constitutes consensus among provid-
ers on what constitutes good practice. Included among
IHEP’s 24 benchmarks are the following (see Appendix
B for a complete list):

Some in the education community have asked whether
there should be different standards for distance learning.
The IHEP list of principles of good practice for distance
education does not look much different from a list of
principles of  good practice for on-campus learning. The
characteristics of a good face-to-face course, for example,
are the same as those of a high-quality distance learning
course. Student support, faculty support, reliable infra-
structures, effective evaluation—all are required to ensure
a high-quality learning environment be it on or off cam-
pus.

Quality Assurance from the Per-
spective of Higher Education
Consumers
Any discussion about quality in a distributed learning en-
vironment must first explore from whose perspective
quality is being considered. Providers—traditional higher
education institutions—are likely to view quality very dif-
ferently than consumers—students studying via technol-
ogy, especially at a distance.

Professionals created today’s quality assurance processes
for professionals. This is understandable, especially when
many believe that students cannot make judgments about
what constitutes high-quality education because they have
not been trained to develop appropriate criteria. Because
students lack a firm basis to make judgments, so the rea-
soning flows, expert educators have to make the judg-
ments for them. Yet when experts make those judgments,
they do it according to their rules, not according to what
students need or want.

What do consumers—students, parents, employers, and
others—want to know about quality?

So long as higher education has been placebound, stu-
dents have had limited choices. The virtual world, how-
ever, opens up unlimited possibilities for collegiate study.
Increasingly, students are “going to college” in many dif-
ferent ways, accumulating courses from multiple provid-

Courses are designed to require students to engage
themselves in analysis, synthesis, and evaluation as part
of  their course and program requirements.
Student interaction with faculty and other students is
an essential characteristic and is facilitated through a
variety of ways, including voice-mail and/or e-mail.
Students have access to sufficient library resources
that may include a “virtual library” accessible through
the World Wide Web.
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Consumers want to know that the course,
program, or institution is “as good as” oth-
ers. They want to know that the course, program, or
institution conforms to “generally accepted practice”
in the profession and that each meets minimal or thresh-
old levels of  quality. For this level of  quality assurance,
current practices seem adequate.

Consumers want to know that the prin-
ciples of good practice are being practiced.
Are these principles that all salute but carry out un-
evenly, or are these principles embodied in the day-to-
day life of the institution?

Consumers want comparative informa-
tion. They want to know how to differentiate among
the thousands of possibilities available to them. Spe-
cifically, they want to know that if  they successfully
complete the course, they will have the skills they seek.
This is the commonsense definition of quality assur-
ance.



ers. So long as most students take most of  their courses at
one institution, existing institutional quality assurance pro-
cesses seem sufficient. Yet in a distributed learning envi-
ronment, where students face many choices, still greater
differentiation is required. Knowing that hundreds of in-
stitutions follow general principles of good practice, such
as those on the IHEP list, will not help students make a
wise choice.

It is clear that consumers want rankings to differentiate
online course offerings. Many higher education providers
also support that idea, but some raise two primary objec-
tions with regard to rankings arise. First, limited consen-
sus exists about the factors that should be used to create
those rankings. Second, many believe that because stu-
dents lack a firm basis to make judgments, experts should
make the judgments for them. Educators also object to
third-party rankings, such as those of  U.S. News & World
Report, because they believe that the wrong factors are
used to generate these rankings.

Regional and specialized accreditors are generally hesitant
to look at course quality, a main point of  interest for con-
sumers. Practical problems in implementing these finer
levels of quality assurance abound, primarily insufficient
resources. If  one agrees that the course needs to be added
as a unit of analysis, how can a feasible quality assurance
process be constructed? How can a process that can aug-
ment and complement traditional quality assurance pro-
cesses be created, one that focuses on quality assurance
from the student’s perspective?

The Nature of the Problem
To understand whether consumers and providers ap-
proach the issue of  quality assurance in the same way,
consider the following example:

Assume that you are a student looking for
the “best” marketing course that is avail-
able online—a course that you can afford
and can transfer to your home institution.
What would you want to know?

A search for accredited marketing courses using the online
DistanceLearn database—the largest of its kind, with
more than 20,000 courses listed—yields the proverbial
“firehose of  information.” Approximately 240 under-
graduate courses are listed, a deluge of data that most
consumers would find daunting to navigate. This strongly
suggests that regional accreditation may be a necessary
but not a sufficient condition to determine quality from
the student’s point of  view.
In addition to the quantity problem, the available con-
sumer-oriented databases have other deficiencies, includ-
ing:

The impact of  this lack of  qualitative information is not
limited to students; other stakeholders would also like to
be able to make judgments about the choices. Employ-
ers, for example, want to be able to sort through various
offerings to make recommendations to their employees.

Consumer-Oriented Decisionmaking
Tools
What information do consumers need to make intelligent
choices among the myriad new and unfamiliar options
available in the distributed learning environment? In the
context of the related shifts toward privatization and the
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courses are listed by institution and by course num-
ber rather than by topic;
enrollment requirements—prerequisites, face-to-face
meetings, and matriculation—are unclear;
the contact information provided does not list some-
one who can answer students’ questions directly;
course requirements regarding what kind and how
much work is involved are not explicit;
no information is provided about student outcomes,
such as employment placement rates;
no information is provided about the quality of  the
courses (e.g., whether the institutions use the IHEP
principles of good practice); and
no comparative information is provided (e.g., so stu-
dents could determine which is the best marketing
course to meet their needs).



entry of  new, for-profit providers into the education and
training arena, the issues of  consumer information and
consumer protection take on even greater importance.

When approaching the issue of quality assurance from a
consumer decisionmaking point of  view, one is struck by
the relative nature of  the words good and quality. As people
begin to make choices about their own resource alloca-
tions (e.g., time, money, and energy), they gather informa-
tion to help them make a more “informed” decision.
Because it is not realistically possible to gather “all” infor-
mation, consumers engage in a process of what consumer
economists call “satisficing”—finding a satisfactory solu-
tion while recognizing there may be more than one solu-
tion. This differs from finding the optimum solution.

Consequently, notions of  “quality” reflect preferences that
may be ordered or hierarchical; the ordering or hierarchy
will vary depending on the resources and situation of the
individual making the choice. Applying this concept to
the search for courses suggests that finding the best mar-
keting course is not the goal. Finding a satisfactory course
that meets one’s preferences is a more realistic outcome.

Expert Products versus Polling Products
Distributed learning courses can be evaluated for quality
as “expert products” and as “polling products.” If  one
wants a recommendation about which product to buy,
one might consult an expert in the field. That is a function
that magazines such as Car and Driver and Sound & Vision
perform. How can certain cars, boats, appliances, and
electronics be characterized as “expert products”? First,
experts can evaluate these items because there are rela-
tively few of them. Second, price is a factor in the buying
decision, reducing the “universe” of  items even further.
Publications such as Consumer Reports or Good Housekeeping
test every product before giving it their seal of approval.

Clearly, no group of  experts can evaluate the thousands
of  available courses, despite higher education’s preference
for peer (expert) evaluation. Furthermore, experts cannot
conduct comparative evaluations because they have not

taken the courses. The most that experts can do is to evalu-
ate the course “content” as reflected in the syllabus and
learning activities.

Another approach is to poll users or consumers of a par-
ticular product or service and tabulate their opinions.
Consumer input, especially when tabulated according to
specific factors, can produce valuable information. That
is what the Zagat guides and consumer-rating services
such as J.D. Powers and Associates do; they rate ”polling
products,” such as hotels, airlines, and restaurants.

Technology: The Cause and the
Solution
If  technology is the “cause” of  the problem—creating a
bewildering array of online course choices—perhaps tech-
nology can contribute to the solution. The approaches of
three popular commercial Web sites suggest ways to solve
the problem of  undifferentiated information overload.
Each of these sites includes sophisticated software that
enables multiple parties, including consumers, providers,
and experts, to submit and review data about products,
services, and transactions.

· Amazon.com (<http://www.amazon.com>) enables
consumers to gain qualitative information about the
books it sells. The online bookstore offers narrative
reviews plus a five-star rating system. Two types of
reviews are presented: editorial (expert) reviews (e.g.,
published book reviews) and customer (consumer)
reviews. Any visitor can rate the book on the five-star
system. He or she can read the full text of each re-
view or can view the star system to obtain a quick
summary of  customer responses. Customer reviews
also are ranked.

· eBay (http://www.ebay.com>) offers qualitative in-
formation about the trading process through its Feed-
back Forum. This forum enables customers to rate
both the buyer and the seller, a process that produces
a “Feedback Profile” consisting of  comments from
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other traders—an official “reputation.” Members of
the online trading community receive +1 point for
each positive comment, 0 points for each neutral com-
ment, and -1 point for each negative comment. Stars
are awarded for achieving a particular Feedback Pro-
file. Narrative comments comprise about one line.
Sellers can also respond to negative comments.

· Zagat.com (<http://www.zagat.com>) rates more
than 20,000 restaurants in 44 cities worldwide. It of-
fers succinct and accurate feedback on the entire din-
ing experience, including surveyors’ comments and a
30-point food, decor, and service rating, plus cost
estimates compiled from millions of  annual surveyor
reviews. Anyone can rate a restaurant on the quality
of  its food, decor, and service. A reviewer can also
add descriptive comments of  no more than 65 words.
Visitors to the site can select a particular city and then
search for restaurants by entering specific criteria.

What are some of the characteristics of these systems?

Preferences—a way to sort through all of the
listings and display the output according to one’s pref-
erences. For example, “I am looking for a Miami res-
taurant that is open on Sunday and whose maximum
meal price is $40.”

Consumer input—a way for the consumer to
express his or her views, as a free-form narrative, as a
one-line narrative, or through a ranking system.

Ranking—a simple way for the user to see a sum-
mary of  consumer reviews, as an aggregate number
of positives, a five-point ranking system average, or
a ranking system that combines multiple factors.

Expert input—a way for the expert to express his
or her views.

In all cases, the software enables easy data input and tabu-
lation. No research studies or surveys need to be con-
ducted.

How to Build
a Consumer-Oriented System
The ideas offered by these three dot-coms can be used to
build a system that enables higher education consumers
to evaluate and compare multiple online offerings. This
system should include preferences, consumer input, rank-
ing, and expert input.

Preferences. Technology can help determine what
is important to consumers (their preferences) and then
to customize the output displayed as a result. Stu-
dents only need to see all marketing courses that meet
their preferences, not all marketing courses that are
available online. All online course databases should
enable users to display the output according to sub-
ject matter, level, delivery method, cost, required pre-
requisites, required campus visits, and matriculation
requirements.

Consumer input. Rather than asking students
whether they “liked” the course, they should be asked
specific, structured questions. These questions should
be designed to consider the professionals’ perspec-
tive—elements that experts believe are necessary to
ensure high quality. The high degree of  consensus in
higher education regarding principles of good prac-
tice in distance learning as exemplified by the IHEP
benchmarks suggest that these principles can form
the basis of  the course quality questions. (See Appen-
dix C for an example of how this would work.) Stu-
dents should also have the option to add a narrative
comment.

Ranking. Consumers need a simple way to see a
summary of student reviews expressed as a ranking
based on a combination of  factors. Like visitors to
the dot-com sites, students would respond to each
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question derived from the IHEP benchmarks using a
scale of one to five. Responses to the questions would
generate a “satisfaction index” similar to the star rat-
ing systems used on the dot-com sites.

Expert input. Relying on experts to assess capac-
ity would be unnecessary in this system, because stu-
dents would be testifying to actual results. Expert in-
put should focus on providing evidence of effective-
ness, especially evidence of  learning outcomes.

Input from two kinds of experts is desirable: those
who are external to the institution offering the course
and those internal to the organization. Internal data
include measures such as completion rates, grade dis-
tributions, class size, pass rates on standardized ex-
aminations, and findings from longitudinal studies. The
data would be augmented by online peer review and
external input from such experts as consumer pro-
tection organizations, formal quality assurance orga-
nizations, employers (e.g., data on students’ job suc-
cess), and graduate and professional schools (e.g., data
on students’ future academic success).

Data provided from inside the institution could in-
clude information on, for example, completion rates,
grade distributions, class size, success rates in subse-
quent related courses, and pass rates on standardized
examinations. It could also include studies by external
teams of  course quality, support ratios, delivery times,
longitudinal studies, and explanations for poor per-
formance (e.g., our old server has been replaced with
a new one that works).

Conclusion
A high degree of consensus exists in higher education on
principles of  good practice in distance learning. How does
one know that institutions and organizations apply these
principles? How can these principles be “operationalized”?

Because expert evaluation of every course is a logistical

challenge, quality assurance practice falls back on assessing
the capacity of the institution—the “institutional sur-
round”—to deliver the course. Does the institution have
demonstrated ability to offer an online or distance learn-
ing course? Can the institution provide evidence that it
can provide the services needed? Evidence of  quality is
typically demonstrated by reports on resources and pro-
cess (how the institution conducts its business—e.g., the
teams of people involved in course development).

A better way to demonstrate capacity is to measure re-
sults. Rather than assessing the capacity of  the campus
bookstore to deliver materials to distance students, for
example, why not ask the students if they received their
materials in a timely fashion? Rather than assessing an
institution’s technological capacity, why not ask students
how reliable was the technology used in the course? In-
cluding students’ responses to structured questions based
on the IHEP benchmarks as part of each course pro-
duces information about what is actually happening in the
course rather than assumptions about what may be hap-
pening. This approach would “operationalize” agreed-
upon principles of good practice.

What is the relationship between student-informed sys-
tems and traditional quality assurance processes? Most
experts agree that the characteristics of a good distance
learning course are the same as those of  a high-quality,
face-to-face course, so the same consumer tools could be
used for online and on-campus courses. The student-in-
formed course evaluation will eventually reflect on pro-
grams and institutions—the domain of accreditation.

The just-in-time, embedded evaluation methodology used
by the dot-com sites is a potentially powerful device for
higher education because the primary reviewers are con-
sumers. The biggest hurdle to achieving a system that dis-
tinguishes legitimately among gradations of quality—rather
than creating yet another pass/fail scheme—is gaining ac-
ceptance from a higher education system that uniformly
detests official qualitative comparisons. For many in higher
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education, this idea may be too threatening. Higher edu-
cation needs to be open to different levels of judgment.
These bottom-up models can yield new perspectives that
augment existing quality assurance processes.

Recommendations for Governors
· Promote a customer orientation. Com-

petitive states in the 21st century will focus on
postsecondary customers—learners, employers, and
members of the public who support educational
opportunities. Educational programs need to be re-
sponsive to customer requirements within a strong
quality assurance framework. Twenty-first-century
learners need more robust, more qualitative, and more
differentiated information on educational opportu-
nities.

· Require consumer (learner) surveys that
provide opportunities for student input at
all postsecondary institutions and public
disclosure of the results. To make well-in-
formed educational choices in a distributed learning
environment, the public needs access to qualitative
information about courses and programs in a more
systematic and timely way.

· Take advantage of information technol-
ogy and the Internet. These tools should be
used to capture and report consumer-oriented infor-
mation about educational opportunities. Other forms
of  data collection are outmoded and costly.

· Support the adoption of a single set of
accreditation and licensing standards for
all degree-granting institutions. These stan-
dards would apply to on-campus (face-to-face) and
off-campus (distance) programs and courses. By hold-
ing high expectations for all forms of  postsecondary
education and by comparing data on outcomes (in-
cluding student learning) to inputs, states will learn
which activities and providers yield the greatest pub-
lic return on investment.

· Support the creation of an independent
entity to organize a consumer-oriented
system for evaluating online courses. The
new entity should neither be institution-based nor
government-based. Students and employers access
distributed learning courses and programs without
regard to geographic boundaries, so states should
partner to create this evaluation resource. Strong in-
put from the higher education community is critical
to the success of  the new entity.

·
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Appendix A:
Efforts of Higher Education Associations to Develop Common Standards
for Distance Learning Programs

· In the early 1990s, the Western Cooperative for Educational Telecommunications (WCET), a part of  the Western
Interstate Commission on Higher Education (WICHE), developed “Principles of Good Practice for Electronically
Offered Academic Degree and Certificate Programs.” Available at http://www.wiche.edu/telecom/projects/bal-
ancing/principles.htm, the principles have been widely circulated and adopted by states, regional accrediting associa-
tions, and others.

· The American Distance Education Consortium (ADEC), an international consortium of state universities and land-
grant institutions, provides high-quality, economic distance education programs and services via the latest and most
appropriate information technologies. ADEC has developed the “ADEC Guiding Principles for Distance Learn-
ing,” available at http://www.adec.edu/admin/papers/distance-learning_principles.html; and the “ADEC Guiding
Principles for Distance Teaching and Learning,” available at http://www.adec.edu/admin/papers/distance-
teaching_principles.html.

· A joint task force of the American Council on Education and The Alliance: An Association for Alternative Pro-
grams for Adults produced “Guiding Principles for Distance Learning in a Learning Society,” available at http://
www.acenet.edu/calec/dist_learning/dl_principlesIntro.cfm.

· The Instructional Telecommunications Council (ITC), an affiliated council of  the American Association of  Com-
munity Colleges, established in 1977, provides leadership, information, and resources to expand and enhance dis-
tance learning through effective technology use. ITC’s new monograph series Quality Enhancing Practices in Distance
Education, available at http://www.itcnetwork.org/quality.html, provides case studies containing best practices in
community college distance education including, for example, teaching, assessment, accreditation, and student ser-
vices.

· The American Federation of  Teachers (AFT) recently published “Distance Education: Guidelines for Good Prac-
tice,” available at http://www.aft.org/higher_ed/downloadable/distance.pdf. Based on a 1999 survey of  200
AFT members who are distance education practitioners, these guidelines attempt to go deeper than previous guide-
lines AFT has reviewed.

· In cooperation with WCET, the Council of  Regional Accrediting Commissions (C-RAC) recently published the
draft document “Guidelines for the Evaluation of  Electronically Offered Degree and Certificate Programs.” Avail-
able at http://www.wiche.edu/telecom/Guidelines.htm, the document  updates and elaborates on WCET’s earlier
statement.
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Appendix B:
Institute for Higher Education Policy Benchmarks

Institutional Support Benchmarks
· A documented technology plan that includes electronic security measures (i.e., password protection, encryption,

back-up systems) is in place and operational to ensure both quality standards and the integrity and validity of
information.

· The reliability of  the technology delivery system is as failsafe as possible.
· A centralized system provides support for building and maintaining the distance education infrastructure.

Course Development Benchmarks
· Guidelines regarding minimum standards are used for course development, design, and delivery, while learning

outcomes—not the availability of  existing technology—determine the technology being used to deliver course
content.

· Instructional materials are reviewed periodically to ensure they meet program standards.
· Courses are designed to require students to engage themselves in analysis, synthesis, and evaluation as part of their

course and program requirements.

Teaching/Learning Benchmarks
Student interaction with faculty and other students is an essential characteristic and is facilitated through a variety of
ways, including voice-mail and/or e-mail.
Feedback to student assignments and questions is constructive and provided in a timely manner.
Students are instructed in the proper methods of effective research, including assessment of the validity of re-
sources.

Course Structure Benchmarks
Before starting an online program, students are advised about the program to determine (1) if  they possess the self-
motivation and commitment to learn at a distance; and (2) if  they have access to the minimal technology required by
the course design.
Students are provided with supplemental course information that outlines course objectives, concepts, and ideas,
and learning outcomes for each course are summarized in a clearly written, straightforward statement.
Students have access to sufficient library resources that may include a “virtual library” accessible through the World
Wide Web.
Faculty and students agree upon expectations regarding times for student assignment completion and faculty re-
sponse.
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Student Support Benchmarks
· Students receive information about programs, including admission requirements, tuition and fees, books and sup-

plies, technical and proctoring requirements, and student support services.
· Students are provided with hands-on training and information to aid them in securing material through electronic

databases, interlibrary loans, government archives, news services, and other sources.
· Throughout the duration of the course/program, students have access to technical assistance, including detailed

instructions regarding the electronic media used, practice sessions prior to the beginning of the course, and conve-
nient access to technical support staff.

· Questions directed to student service personnel are answered accurately and quickly, with a structured system in
place to address student complaints.

Faculty Support Benchmarks
· Technical assistance in course development is available to faculty, who are encouraged to use it.
· Faculty members are assisted in the transition from classroom teaching to online instruction and are assessed during

the process.
· Instructor training and assistance, including peer mentoring, continues through the progression of the online course.
· Faculty members are provided with written resources to deal with issues arising from student use of electronically-

accessed data.

Evaluation and Assessment Benchmarks
· The program’s educational effectiveness and teaching/learning process is assessed through an evaluation process

that uses several methods and applies specific standards.
· Data on enrollment, costs, and successful/innovative uses of  technology are used to evaluate program effectiveness.
· Intended learning outcomes are reviewed regularly to ensure clarity, utility, and appropriateness.

Source: Institute for Higher Education Policy, Quality on the Line: Benchmarks for Success in Internet-Based Distance Education
(Washington, D.C.: Institute for Higher Education Policy, March 2000). Available at http://www.ihep.com/quality.pdf.
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Appendix C:
Student Questions about Course Quality
Based on Institute for Higher Education Policy Benchmarks

· How reliable was the technology used in the course?
· Was the technology—e.g., Web sites, course management software—easy to use?
· Was the course content relevant to your educational and professional goals?
· Was the course up to date?
· How challenging was the course? Were expectations for performance set high and within reason?
· Did you receive sufficient help when you needed it?
· Was there sufficient feedback to help you achieve your learning goals?
· Was there sufficient interaction with other students to meet your needs?
· Was there sufficient interaction with the instructor to meet your needs?
· Did course activities contribute to your learning goals as opposed to being a “waste of time”?
· Was the information you received before enrolling in the course accurate and adequate?
· Did you have sufficient access to learning resources (e.g., libraries and databases)?
· Were course expectations clear?
· Did the course experience match the expectations?
· Were assignments and learning activities clear?
· Were evaluations (interim and final) fair?
· Did you receive information about policies, procedures, and support services (registration, payment procedures,

financial aid, etc.) that you needed?
· Were your questions answered accurately and in a timely fashion?
· Were complaints addressed adequately?
· Did you receive course materials in a timely fashion?
· Did you receive adequate technical assistance?
· Did you know how to access online resources?
· Was the course worth its cost?
· Was the course flexible enough to meet your needs?

Source: The Pew Learning and Technology Program, Quality for Whom? Providers and Consumers in Today’s Distributed
Learning Environment (Troy, N.Y.: The Pew Learning and Technology Program, 2001).

36



Growth of For-Profit Higher Edu-
cation Institutions
For the past 10 years, for-profit higher education has been
the only segment of the higher education industry to dem-
onstrate growth. During the 1990s, about 220 traditional
nonprofit colleges and universities closed their doors, while
about 400 new for-profit campuses opened.1  In 1991
only one accredited, degree-granting for-profit educational
provider (DeVry, Inc.) was listed on the stock exchanges;
today the NASDAQ and the New York Stock Exchange
list about 40 such companies. Between 1994 and 1999,
more than $4.8 billion in private investment capital was
raised by these companies, through 30 initial public offer-
ings and 30 follow-on offerings, to support new entries
into the for-profit higher education market.2  These com-
panies alone represent about 350 individual campuses serv-
ing about 500,000 students.  The total number of  for-

Lessons from the Innovators:
The For-Profit Sector

By
Richard S. Ruch

Summary
One of  the most significant changes in the U.S. higher education industry in the past decade has been the creation of  publicly held

corporations that own and operate college and university campuses. For-profit postsecondary education providers have taken their cues from

traditional institutions, for they have essentially taken the traditional model of higher education (students seated in the classroom and a

professor teaching up front) and subjected it to modern principles of  operations management, cost accounting, financial management, and

marketing. The result has been an efficient, cost-effective, alternative route to a college degree, albeit with a more limited focus on pragmatic,

applications-oriented instruction. Governors are advised to support the expansion of  this sector, as well as encourage other institutions to

adopt some of its cost-containment strategies.

profit degree-granting institutions in the U.S. is approxi-
mately 750, with a combined total enrollment of about
750,000 students.3

At the same time, several major nonprofit universities, such
as Columbia, Cornell, New York University, Stanford,
and the University of Maryland, have created for-profit
divisions within their organizational structures. The for-
profit segment will continue to grow over the next de-
cade, perhaps reaching 25 percent of the higher educa-
tion industry, in terms of  total dollars spent annually ($350
billion in 2000).4

These are not “proprietary” schools in the traditional sense
of the word—they are not among the thousands of
schools owned by one or more proprietors that offer
training and certification in such trades as tourism, auto-
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motive mechanics, and cosmetology.  Instead, these new
for-profit providers are large university systems owned
and run by publicly held corporations, offering accred-
ited degree programs at the associate’s, bachelor’s, master’s,
and doctoral levels. It is noteworthy that students attend-
ing these institutions are being educated at no expense to
taxpayers.

Students Served
The students who attend for-profit universities are as di-
verse as those attending most institutions, ranging from
18-year-olds just out of high school to middle-age pro-
fessionals looking for career advancement. A third of the
50,000 undergraduate students enrolled at the DeVry In-
stitutes, for example, are recent high school graduates and
fit the demographic profile of typical college freshmen.5

Most of the 20,000 students attending Education Man-
agement Corporation’s art institutes are in their early 20s
and are unemployed or employed part-time in jobs they
want to leave.6  The typical student enrolled at the Univer-
sity of Phoenix, with an enrollment of 100,000, is 35 years
old, employed full-time at a professional level, and earns
an annual income of $56,000. At the University of
Sarasota, an Argosy Education Group campus specializ-
ing in doctoral programs in business and education, the
average age of students is 41.7

As indicated by these data and confirmed by the statistics
maintained by the National Center for Education Statis-
tics (NCES), older adults represent a higher proportion
of students attending for-profit institutions than they do
at nonprofit institutions. More than 50 percent of  the stu-
dents attending for-profit institutions are age 30 or older,
with another 30 percent between ages 18 and 23, and the
remaining 20 percent between 24 years and 29 years old.8

A higher proportion of students attending for-profit
schools are financially independent, have dependents other
than a spouse, and are single parents, compared with stu-
dents attending traditional public and private institutions.9

The majority of students attending for-profit universities
are employed 35 or more hours per week. An NCES

report released in March 2000 indicates that nearly half
the undergraduates attending for-profit institutions in
1995–1996 were classified as low-income students, com-
pared with 21 percent to 26 percent attending nonprofit
institutions.10

Women and minorities represent a high percentage of  the
students attending for-profit institutions. Of  the top 100
institutions conferring degrees on people of color in 1998,
proprietary colleges were major players.11  Black Issues in
Higher Education reported in 1998 that the top producers
of minority baccalaureates in engineering-related technolo-
gies and in computer and information sciences were for-
profit institutions.12  At the DeVry Institutes nationwide,
approximately 40 percent of the students are African
American; about 41 percent of the students enrolled at
Strayer University campuses are African American.13  His-
panics constituted 8 percent of students attending four-
year for-profit colleges in the 1991–1992 academic year,
and this proportion grew to 18 percent by 1995–1996.14

Women accounted for 53 percent of  the for-profit en-
rollment in 1991–1992 (67 percent in less-than-four-year
for-profit institutions); the author estimates that women
represented at least 50 percent by 1999–2000.15

In summary, a typical student pursuing a degree at a for-
profit university generally fits the following demographic
profile: 27 year-old female, ethnic minority (African Ameri-
can, Hispanic, or Asian), U.S. citizen, married, one or two
dependents, holding a full-time or part-time job while
attending school full-time, and having some prior college
experience. This student probably had mixed success in
prior college work, but has come to the realization that a
college degree is the most sensible and effective route to a
better job, a higher standard of  living, and opportunities
for career advancement. She is motivated and serious about
education for perhaps the first time in her life. She sees
higher education as a means to an end—a practical step
toward a better future, greater economic security, and more
options in life. In pursuing her degree, she is struggling to
juggle the responsibilities of  school, work, and family.
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How long this will take, how much she will have to sacri-
fice to achieve this goal, and how much it will cost are all
vital questions for her. She is financing her education the
same way most students do: through a combination of
financial aid grants and loans and her personal savings.

What Students Look for
from the For-Profit Providers
 The students served by for-profit colleges and universi-
ties tend to seek four kinds of  benefits.

Businesslike Relationship
Students who attend for-profit colleges and universities
place a high value on having a businesslike relationship
with their educational provider. They tend to be highly
motivated students with a clear sense of their educational
goals. In the economic exchange of  their tuition and fees
for an educational program, they expect to receive an
appropriate and relevant education and to be treated as
valued customers.  They expect efficiency in processes,
such as registration for classes, convenience in terms of
class scheduling, and timely responsiveness to questions
and problems. They have little tolerance for poor teach-
ing, extraneous material, or disruption in the classroom.
If they are not satisfied with the education they are receiv-
ing, they will exercise their rights to complain, take legal
action, or go elsewhere.

Expediency
Because they are mostly older, working adults with fami-
lies and are juggling many responsibilities in addition to
their continuing education, students who attend for-profit
institutions look for expediency in educational delivery.
They expect to be able to attend year-round; to take classes
during the daytime, evenings, and weekends; and to de-
velop class schedules that fit into their existing lifestyles.
They expect a high level of technological sophistication in
both instructional technology and in their dealings as cus-
tomers with the institution. They want almost everything
to be available through the Internet: all class materials, li-
brary holdings, and all forms they may need to fill out. In

general, they look for an up-to-the-minute education that
doesn’t cost an arm and a leg and won’t take forever to
complete.

Engagement and Rigor
These students expect that the education they receive from
a for-profit provider will actively engage them in a rigor-
ous learning process. They are not looking for an easy
way out or to “buy” their degree. Many are experienced
and savvy educational consumers who expect high-qual-
ity teaching and meaningful interaction with faculty and
other students. They expect to be challenged by a rigor-
ous educational experience that requires them to work
hard and that will result in real learning they can apply to
their careers.

Career-Launching
Finally, these students expect that successful completion
of their educational program will provide them with the
knowledge base, skills, and credentials needed to launch
or advance a career in a field directly related to their edu-
cation. This is the essential educational outcome these stu-
dents seek. While they may not expect their educational
provider to get them a job, they do expect their education
to provide the tools and support needed to make it hap-
pen.

The Question of Educational
Quality in the For-Profit Sector
Many traditional educators have assumed that an institu-
tion with an educational mission cannot or should not be
run on a for-profit basis—that the profit motive has a
corrupting influence on the values of an educational insti-
tution. Further, it has sometimes been assumed that a strong
customer orientation may lead the faculty to give away
good grades for the sake of  happy customers. The new
for-profit providers are demonstrating that the profit
motive can indeed coexist with an educational mission
and that greater financial accountability and a sharper fo-
cus on educational outcomes can result when a publicly
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held company manages a college or university campus.
There has been no evidence that a strong customer orien-
tation leads to higher levels of grade inflation.

In fact, it is not unreasonable to assert that the profit motive
is alive and well in nonprofit colleges and universities; they
need to generate revenue in excess of expenditures to
realize the capital needed to reinvest in the institution. Most
nonprofit institutions are also striving to develop a stron-
ger customer orientation. Indeed, the real distinction be-
tween for-profit and nonprofit universities is probably
not a matter of  profitability, but of  taxation and account-
ability. The for-profit institutions pay taxes; the nonprofits
are tax exempt and do not distribute profits to their own-
ers. Like the nonprofits, the for-profits are accountable to
state licensing regulators and regional and professional
accrediting bodies, but they also have additional account-
abilities to stockholders and to the Securities and Exchange
Commission. As for-profit businesses, they also tend to
have a more stringent performance review process and
hold their managers and faculty members more account-
able for results.

Two Guardians of Quality:
Accreditation and the Consumer
Marketplace
Two distinct guardians of  quality are at work in the higher
education industry. One is the accreditation process. In
simple terms, accreditation verifies that a “proper college
education,” consistent with the institution’s mission and
meeting or exceeding thresholds of approved standards
of  education quality, is attainable at an institution. The ac-
creditation process is not perfect, but the vast majority of
institutions appear to find it helpful in addressing prob-
lems and improving overall quality.

For-profit education providers treat accreditation as a
business objective. They have demonstrated that meeting
accreditation standards is essentially the direct result of
properly allocating resources. The standards themselves,
whether pertaining to faculty credentials or the adequacy

of  the library, are surrogate measures of  a quality educa-
tion, but they do not guarantee quality. Within the universe
of accredited colleges and universities, there is obviously
wide variability of institutional quality in both the non-
profit and for-profit sectors.

The regional accreditation associations are currently in the
process of reexamining both the standards for accredita-
tion and the processes used to assess institutional compli-
ance with them. It is fair to say that these standards are
both descriptive and prescriptive. To some extent, the stan-
dards are derived from descriptions of “good” institu-
tions and are then used as a prescriptive base for all insti-
tutions. The process of  making the standards prescriptive
inevitably encounters different descriptive possibilities. The
for-profits posit that “good” institutions should be re-
sponsible stewards of financial, human, and physical re-
sources, held accountable for their efficient and effective
use. Questions of institutional quality are thereby modi-
fied to encompass a different set of  values. The art and
science of accreditation depends on achieving a balance
between descriptive and prescriptive realities. At its best,
the process remains open in both the application of exist-
ing standards and in their modification in response to other
demonstrations of  institutional quality.

The other guardian of institutional quality is the free mar-
ket economy itself. At its best, the marketplace functions
as a system of checks and balances in which good prod-
ucts and services are sustained by the buying public, while
poor products and services eventually lose their markets
to better competitors.

In the simplest of  terms, marketplace in this context re-
fers to the relationship between the demand for certain
kinds of higher education and the response by institutions
in addressing these demands, as measured by enrollments.
In other words, the marketplace is a point of exchange
between providers and consumers of higher education.
As a guardian of  institutional quality, the marketplace is
quite limited by what it reveals about an institution and
how it functions to improve quality. Educational quality
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cannot be determined by the market alone, for the mar-
ketplace is attuned solely to current demands and does
not necessarily account for the larger needs of  society.
Perhaps there are inevitable tensions between individual
perceptions of  need, such as one’s economic earning
power, and the needs of  human community and society.
It may be reasonable to assume that some institutions must
swim against the current tide of the marketplace to pre-
serve values that extend beyond such goals as improving
individual economic earning power.

What the marketplace does reveal, however, is useful in
assessing how well an institution is attuned to current market
demands and how effectively it is meeting the expecta-
tions of  educational consumers. Consumer market respon-
siveness has become an increasingly important aspect in
measuring institutional quality in higher education, just as
it has in other service industries, such as health care and
financial services. The rise of  for-profit providers has ush-
ered in a new level of marketplace accountability in higher
education, and such accountability is likely to be increas-
ingly demanded of the majority of nonprofit colleges
and universities.

What the Nonprofits Can Learn
from the For-Profits
Access to higher education by students of all backgrounds
and ability levels is one of the strengths of the American
system. Another strength is the diversity of colleges and
universities within the system itself, providing students with
choices and options for pursuing their education. The di-
versity of institutional missions allows many institutions
to excel in particular areas, whether providing basic schol-
arship in certain fields or serving the local community with
associate-degree programs. The for-profit providers rep-
resent another form of  institutional and mission diversity,
one that serves a useful purpose and contributes to the
overall vitality and breadth of the higher education indus-
try.

The for-profits have taken their cues from traditional in-
stitutions, for they have essentially taken the traditional
model of higher education—students seated in the class-
room and a professor teaching up front—and subjected
it to modern principles of operations management, cost
accounting, financial management, and marketing.  The
result has been an efficient, cost-effective, alternative route
to a college degree, albeit with a more limited focus on
pragmatic, applications-oriented instruction. In consider-
ing what traditional nonprofit colleges and universities may
learn from these successful for-profit institutions, three
broad areas for change suggest themselves: responding
to market forces, redefining shared governance, and de-
veloping a strong customer orientation.

Responding to Market Forces
Aside from the 110 to 120 major research universities
and an equal number of premier liberal arts colleges, by
far the majority of American colleges and universities to-
day are in the business of  educating the workforce.16  To
educate the workforce, institutions must be in touch with
the needs of the workplace, and the workplace is under-
going a profound transformation. One way to document
this transformation is to consider how long it now takes
new products and services to reach a 25-percent market
share. For example, it took an estimated 46 years for house-
hold electricity to achieve a 25-percent market-share pen-
etration. The telephone took 35 years to penetrate 25 per-
cent of  its potential market, and the VCR took 34 years.
The personal computer, however, took only 15 years, the
cellular telephone 13 years, and the Internet 7 years.17  These
increasingly rapid rates of market penetration have not
occurred in isolation, but have been accompanied by
changes in the educational and training needs of many
large industries and the workforce in general.

For these reasons, the majority of  higher education insti-
tutions must become more responsive to the market
forces that affect the education and training needs of the
students they serve. Responsiveness to the market will lead
to the changes governors seek from public institutions.
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These changes include more tightly focused institutional
missions, outcomes-based quality assurance processes, and
resource reallocation from weak to strong academic pro-
grams.18  The question and the challenge is not whether to
become more responsive, but how to do so with a sys-
tem of decisionmaking that inhibits quick decisions and
rapid response to change.

Redefining Shared Governance
The term “shared governance” describes a system of  in-
clusiveness and participation in decisionmaking used by
most nonprofit colleges and universities. Shared gover-
nance gives faculty and staff input before major decisions
are made. However, the concept of shared governance
has evolved on many campuses into a system of
decisionmaking that is unworkable. For many presidents,
provosts, and deans, shared governance reduces leader-
ship to the process of making compromises and finding
the “middle ground,” rather than choosing the optimal
solution.

A new model is needed. The lesson of the for-profits is
that a reasonable level of participation and inclusiveness
can coexist within a more traditional academic manage-
ment structure in which authority for making decisions is
granted to those in leadership positions. Less reliance on
shared governance does not necessarily result in harm to
the academic culture, and a number of faculty on the for-
profit side actually report feeling relieved to be freed from
excessive participation in governance so they can focus
on their work as professors.19  While the for-profit pro-
viders may not have found the perfect solution to the
problem of shared governance, they have demonstrated
that a more traditional management culture can work in
an academic institution.

Perhaps every institution needs to find its own center of
gravity in these matters. Many policymakers advocate re-
defining shared governance to allow those in positions of
authority to make timely and responsive decisions, and to

break free from what one observer describes as the po-
litical power struggle in which “decisions go round and
round in circles, and the best one can hope for in the
political battle is a temporary win.”20

Developing a Strong Customer
Orientation
The strong customer-service orientation of  the for-profit
colleges and universities is one of the reasons that a grow-
ing population of students is choosing to attend those
institutions.21  Treating students like customers does not
mean they cease being students as well, but it does mean
the institution becomes more responsive to students and
makes effectively serving those students the highest prior-
ity. Many students today respond well to a more profes-
sional, businesslike relationship with their educational pro-
vider.

Recommendations for Governors
The growth of for-profit colleges and universities is con-
tributing to the overall improvement of the higher edu-
cation industry in the United States, particularly in the ar-
eas of greater market responsiveness, higher levels of
customer service to students, greater levels of  account-
ability for financial resources, and a more effective focus
on performance-based outcome measures. To continue
these kinds of positive trends, governors are urged to do
three things.

1.Encourage the expansion of institutional di-
versity within the higher education community.
Include for-profit providers that meet licensing and ac-
creditation standards in the state’s postsecondary com-
munity. Doing so provides greater consumer choice and
encourages healthy competition—among all educational
institutions—to improve quality, customer service, and
market responsiveness.
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2.Advocate for a single set of performance-
based accreditation and licensing standards for
all degree-granting educational institutions.
States should require all institutions of higher education
to meet the same standards, regardless of whether the
schools are organized on a nonprofit or for-profit basis.
Several states and regions have on their books a different,
often more stringent and limiting set of standards for the
for-profit schools. A single set of  standards helps ensure
a level playing field and clarifies expectations for consum-
ers and for all higher education institutions. The standards
themselves should reflect the importance of outcome
measures (e.g., graduation rates, career placement rates for
graduates) as well as the more traditional input measures
(e.g., admissions standards, faculty credentials).
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3.Insist on demonstrated improvements in edu-
cational cost containment and efficient man-
agement of educational resources. To begin, gov-
ernors can sponsor a statewide conference. The meeting
should focus on how nonprofit college and university ad-
ministrators can modify and adopt the academic gover-
nance and, where feasible, the business practices of the
accredited, for-profit universities. The future of  higher
education will be well served by bringing the nonprofit
and for-profit sectors into closer relationship and even
partnership.

Powerful next steps governors can take require changing
the financial incentives for public institutions. For example,
these incentives may include larger, more flexible student
financial aid awards, performance-based appropriations
for public institutions, or public seed dollars to partner
with other institutions and private industry on the devel-
opment of  new, competency-based certifications and
degrees.
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