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Charles S Clotfelter

Jnce the early 1980s the rapidly increas-
ing cost of college, together with what
many see as inadequate attention to teach-
ing, has elicited a barrage of protest. Buying
the Best looks at the realities behind these
criticisms—at the economic factors that are
in fact driving the institutions that have
been described as machines without brakes.
In designing his study, Charles Clotfelter
examines the escalation in spending in the
arts and sciences at four elite institutions:
Harvard, Duke, Chicago, and Carleton. He
argues that the rise in costs has less to do
with increasing faculty salaries or lowered
productivity than with a broad-based effort
to improve quality, provide new services to
students, pay for large investments in new
facilities and equipment (including com-
puters), and insure access for low-income
students through increasingly expensive
financial aid.

In Clotfelter’s view, spiraling costs arise
from the institutions’ lofty ambitions and are
made possible by steadily intensifying
demand for places in the country’s elite col-
leges and universities. Only if this demand
slackens will universities be pressured to
make cuts or pursue efficiencies. Buying the
Best is the first study to make use of the
internal historical records of specific insti-
tutions, as opposed to the frequently
unreliable aggregate records made available
by the federal government for the use of
survey researchers. As such, it has the virtue
of allowing Clotfelter to draw much more
realistic comparative conclusions than have

{continued on back flap}
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. The object of the National Bureau of Economic Research is 10 ascertain and to
present to the public important econoinic facts and their interpretation in a scientific
and impartial manner. The Board of Directors is charged with the responsibility of
ensuring that the work of the National Bureau is carried on in swrict conformity with
this object.

2. The President of the National Bureau shall submit 1o the Board of Directors, or
to its Executive Committee, for their formal adoption all specific proposals for re-
search to be instituted.

3. No research report shall be published by the Natonal Bureau until the President
has sent each member of the Board a notice that a manuscript is recommended for
publication and that in the President’s opinion it is suitable for publication in accor-
dance with the principles of the National Bureau. Such notificaton will include an
abstract or summary of the manuscript’s content and a response form for use by those
Directors who desire a copy of the tnanuscript for review. Each manuscript shali con-
tain a summary drawing attention 10 the nature and treatment of the problem stud-
ied, the character of the daia and their uiilization in the report, and the main conclu-
sions reached.

4. For each manuscript so submiued, a special cominitiee of the Directors (including
Directors Emeriti) shall be appointed by majority agreement of the President and Vice
Presidents (or by the Executive Committee in case of inability to decide on the part of
the President and Vice Presidents), consisting of three Directors selected as nearly as
may be one from each general division of the Board. The names of the special manu-
script committee shall be siated 1o each Direcior when notice of the proposed publica-
tion is submitted to him. It shall be the duty of each member of the special manuscript
committee 10 read the manuscript. If each member of the manuscript committee sig-
nifies his approval within thirty days of the transmiual of the manuscript, the report
may be published. If at the end of that period any member of the manuscript commit-
tee withholds his approval, the President shall then notify each member of the Board,
requesting approval or disapproval of publication, and thirty days additional shalt be
granted for this purpose. The manuscript shall then not be published unless at least a
majority of the entire Board who shall have voted on the proposal within the time
fixed for the receipt of votes shall have approved.

5. No manuscript may be published, though approved by each member of the spe-
cial manuscript commitiee, until forty-five days have elapsed from the transmittal of
the report in manuscript form. The interval is allowed for the receipt of any mem-
orandum of dissent or reservation, together with a brief stateinent of his reasons, that
any member may wish 10 express; and such memorandum of dissent or reservation
shall be published with the manuscript if he so desires. Publication does not, however,
imply that each member of the Board has read the manuscript, or that either mem-
bers of the Board in general or the special commiuee have passed on its validity in
every detail.



6. Publications of the National Bureau issued for informational purposes concern-
ing the work of the Bureau and its staff, or issued to inform the public of activities of
Bureau staff, and volumes issued as a result of various conferences involving the
National Bureau shall contain a specific disclaimer noting that such publication has
not passed through the normal review procedures required in this resolution. The
Executive Committee of the Board is charged with review of all such publications
from time to time to ensure that they do not take on the character of formal research
reports of the National Bureau, requiring formal Board approval.

7. Unless otherwise determined by the Board or exempted by the terms of para-
graph 6, a copy of this resolution shall be printed in each National Bureau publica-
bon.

(Resolution adepted October 25, 1926, as revised through September 30, 1974)






For James and John







Contents

List of Figures

List of Tables

Foreword, by William G. Bowen and Harold T. Shapiro
Preface

List of Abbreviations

Chapter 1. The Problem of Rising Costs

Chapter 2. A Peculiar Institution

Appendix 2.1 A Simple Financial Model of a University
Appendix 2.2 Decomposing Rates of Growth in
Expenditures

Chapter 3. Boom Times for Selective Institutions
Appendix 3.1 Supplementary Tables for Chapter 3

Chapter 4. Patterns and Trends in Expenditures

Appendix 4.1 Dealing with Interdepartmental Transfers
and Recharges

Appendix 4.2 Categories Used to Create Expenditure
Tables

Appendix 4.3 Trends in Duke Expenditures from
1976177 to 1983/84

Chapter 5. The Sources of Rising Expenditures
Appendix 5.1 Supplementary Tables for Chapter 5

Chapter 6. Administrative Functions

Chapter 7. The Allocation of Faculty Effort

Appendix 7.1 Options for Providing Classroom Instruction

Appendix 7.2 Calculation of Classroom Teaching Loads
and Course Characteristics

Appendix 7.3 Data on Committee Membership

Chapter 8. Classes and Course Offerings
Appendix 8.1 Supplementary Tables for Chapter 8

xiil
XV
Xix
xxiii

XXV

20
51

57

58
7

82

117
121

135

1539
159

162

179
205

206
216

218
240



xii CONTENTS

Chapter 9. Ambition Meets Opportunity
Notes to the Chapters
Bibliography

Index

247

265
285
293



List of Figures

Chapter 1

Figure 1.1 Expenditures per FTE, Constant Dollars

Figure 1.2 Average Cost of Attendance, Public and Private
Universities, Constant Dollars

Figure 1.3 Trends in Tuition Rates at Chicago and Duke

Chapter 2
Figure 2.1 The Net Costs of Research

Chapter 3

Figure 3.1 Mean Incomes, Top 20 Percent and Others,
1967-1992

Figure 3.2 Forecast versus Actual Inflation

Figure 3.3 Annual Increase in Faculty Salaries and Prices

Figure 3.4 Average Faculty Salaries, Two Levels

Figure 3.5 Inflation: All Prices and the HEPI

Figure 3.6 Federal Expenditures on Higher Education

Figure 3.7 Tuition and Fees, Four Institutions and All
COFHE Institutions

Figure 3.8 Tuition and Top Quintile Average Income

Chapter 5

Figure 5.1 Real Salaries, Full and Assistant Professors,
Sample Institutions

Figure 5.2 Percentage Change in Full Professor Salaries:
Continuing Full Professors minus All Full Professors

Chapter 7

Figure 7.1 Combinations of Class Size and Teaching Load:
Options for a College

Figure 7.2 Combinations with Nonregular Faculty

Figure 7.3 Classroom Teaching Loads, Four Departments:
Duke

Figure 7.4 Classroom Teaching Loads, Three Departments:

Harvard

Figure 7.5 Classroom Teaching Loads, Three Departments:

Chicago

55

60
64
65
66
67
68

71
75

141

144

183
183

191

193

196



xiv LIST OF FIGURES

Figure 7.6 Classroom Teaching Loads, Three Departments:
Carleton

Chapter 8

Figure 8.1 Average Class Size, Four Departments: Duke

Figure 8.2 Size Distribution of Classes, Four Deparuments:
Duke

Figure 8.3 Average Class Size, Two Departments: Harvard

Figure 8.4 Size Distribution of Undergraduate Classes, Two
Departments: Harvard

Figure 8.5 Average Class Size, Three Departments: Chicago

Figure 8.6 Size Distribution of Classes, Three Departments:
Chicago

Figure 8.7 Average Class Size, Three Departments: Carleton

Figure 8.8 Size Distribution of Classes, Three Departments:
Carleton

198

222

224
226

227
228

229
231

232



List of Tables

Chapter 2

Table 2.1 Components of Growth in Expenditure per FTE
Student in Research Universites, 1978/79 to 1987/88
Table 2.2 Enrollments at the Sample Institutions, 1976/77 o
1991/92

Table 2.3 Characteristics of Undergraduates at Four
Institutions, 1981/82 and 1991/92

Table 2.4 Largest Undergraduate Majors

Table 2.5 Measures of Quality of Graduate Programs in
Nine Disciplines, 1980

Table 2.6 Rankings of Graduate Programs in Selected Fields,
Harvard, Chicago, and Duke, 1969 and 1993

Chapter 3

Table 3.1 Mean Earnings by Education for Full-Time,
Year-Round Workers, Ages 2534, Selected Years

Table 3.2 Selected Admissions Indicators for Four
Institutions, Four Sample Years

Table 3A.1 Mean Family Incomes, Selected Percentile
Ranges, 1967—-1992, in Constant 1992 Dollars

Table 3A.2 Comparison of CBO Forecasts with the Actual
Rate of Inflation

Table 3A.3 Annual Increases in Faculty Salaries and
Prices

Table 3A.4 Average Faculty Salaries, in 1991/92 Dollars

Table 3A.5 Tuition and Fees, Four Sample Institutions and
COFHE Average, 1977-1994

Chapter 4

Table 4.1 Expenditures, Levels and Changes, by
Departmental Group and Type: Duke

Table 4.2 Shares of Expenditure Growth, by Departmental
Group and Type of Expenditure: Duke

Table 4.3 Expenditures, by Source of Funds: Duke 1984,
1987, and 1992 Fiscal Years

Table 4.4 Expenditures, Levels and Changes, by
Departmental Group and Type: Harvard

33

38

42
43

44

47

62

74

77

78

79
80

81

88

92

94

96



Xxvi LIST OF TABLES

Table 4.5 Shares of Expenditure Growth, by Departmental
Group and Type of Expenditure: Harvard

Table 4.6 Expenditures, by Source of Funds: Harvard 1984,
1987, and 1992 Fiscal Years

Table 4.7 Expenditures, Levels and Changes, by
Departmental Group and Type: Chicago

Table 4.8 Shares of Expenditure Growth, by Departmental
Group and Type of Expenditure: Chicago

Table 4.9 Expenditures, by Source of Funds: Chicago, 1984,
1987, and 1992 Fiscal Years

Table 4.10 Expenditures, Levels and Changes, by
Departmental Group and Type: Carleton

Table 4.11 Shares of Expenditure Growth, Growth Rates, by
Departmental Group and Type of Expenditure: Carleton

Table 4A.1 Accounting for Shared Costs and Internally
Provided Services: A Simple Example

Table 4A.2 Detailed Expenditure Categories, Duke

Table 4A.3 Detailed Expenditure Categories, Harvard

Table 4A .4 Detailed Expenditure Categories, Chicago

Table 4A.5 Expenditure Categories, Carleton

Table 4A.6 Growth in Real Expenditures, Selected Duke
Fund Codes

Chapter 5

Table 5.1 Percentage of Faculty with Tenure, with Rank of
Full Professor

Table 5.2 Fringe Benefit Rates for Faculty

Table 5.3 Faculty and Staff Benefits per $100 of Salaries,
by Type of Benefit: Duke

Table 5.4 Decomposition of Expenditure Increases

Table 5.5 The Importance of New Programs in Explaining
Growth in Expenditures

Table 5.6 Research Start-Up Costs: Harvard Arts and
Sciences, 1982, 1987, and 1992

Table 5.7 Hypothetical Impact of Decline in Federal Share
of Expenditures: Duke

Table 5.8 Hypothetical Impact of Decline in Federal Share
of Expenditures: Harvard

Table 5A.1 Average Faculty Salaries, by Rank, 1991/92
Dollars

Table 5A.2 Percentage Change in Full Professor Salaries:
Continuing Full Professors minus All Full Professors,
All Institutions, Carleton, and Duke

100
103
104
107
109
112
114
118
122
126
130
134

136

142
145

146
148

153

154

156

157

159

161



LIST OF TABLES xvil

Chapter 6

Table 6.1 Purchases of Computers and Other Office
Machines, Selected Academic and Administratve
Departments: Duke

Table 6.2 Progress in Personal Computers:

Three IBM-Compatible Computers Purchased by a
Duke Academic Department

Table 6.3 Share and Growth of Payments to Labor, Arts
and Sciences: Duke, Harvard, and Chicago

Table 6.4 Full-Time Employees of Higher Educauon
Institutions, by Occupational Group, 1975 and 1991

Table 6.5 Occupational Groups Based on EEOC
Categories

Table 6.6 Staff Positons in Seven Units: Chicago, Selected

Years
Table 6.7 Staff Size in Four Administrative Areas:
Harvard and Duke, Selected Years

Table 6.8 Staff Composition in Four Academic Departments:

Duke, Selected Years

Table 6.9 Statf Composition in Four Administrative Areas:

Duke, Selected Years

Chapter 7

Table 7.1 Percentage of Time Spent on Various Activities
by Full-Time Faculty: Selected Types of Institutions,

Fall 1987

Table 7.2 Faculty Time Typically Devoted to Classroom
Teaching and Office Hours, 1975, 1984, and 1989

Table 7.3 Average Classroom Teaching Loads per FTE:
Duke, Four Representative Departments

Table 7.4 Average Classroom Teaching Loads per FTE:
Harvard, Three Representative Departments

Table 7.5 Average Classroom Teaching Loads per FTE:
Chicago, Three Representative Departments

Table 7.6 Average Classroom Teaching Loads per FTE:
Carleton, Three Representative Departments

Table 7.7 Student Advising at Two Levels, by Faculty,
by Rank: Four Duke Departments, Selected Years

Table 7.8 Faculty Membership in Committees, Four
Departments: Duke and Carleton, Selected Years

Table 7A.1 Hypothetical Data for Calculating Teaching
Loads and Classroom Characteristics

164

165

167

168

169

172

174

175

176

186
187

192

194

195

199

200

202

208



xvili LIST OF TABLES

Table 7A.2 Average Classroom leaching Loads per FI'E and
Course Characteristics: Hypothetical Example

Table 7A.3 Regressions Explaining Committee Membership
at Duke

Chapter 8

Table 8.1 Undergraduate Classes in Three Departments at
Four Institutions: Average Size and Percentage laught by
Regular Faculty, Selected Years

Table 8.2 Number of Courses Offered in Selected
Departments, 1976/77 and 1991/92

‘T'able 8.3 Course Continuity and Faculty lTurnover,

Five Departments

Table BA.1 Irends in Faculty, Enrollment, and Class Size:
Duke

Table 8A.2 I'tends in Faculty, Enrollment, and Class Size:
Harvard

‘Table 8A.3 ‘Irends in Faculty, Enrollment, and Class Size:
Chicago

Table 8A.4 Trends in Faculty, Enrollment, and Class Size:
Carleton

212

217

233
236
238
240
242

243

‘245



