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Reality Check  
The influential novelist and philosopher, Ayn Rand, observed that: “You can evade reality, 

but you cannot evade the consequences of evading reality.” 

In the Policy Solutions Series, the Public Policy Foundation of West Virginia analyzes critical 

issues facing state and local government in West Virginia through a series of white papers that 

identify the economic, fiscal and political realities that exist in the State; sets forth the 

consequences of the State evading these realities; and proposes solutions that are consistent 

with sound economic, fiscal and public policy principles. This paper addresses HIGHER 

EDUCATION. 
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Higher Education Reform 

On July 2, 2018, Governor Jim Justice of West Virginia signed an executive order creating 

the Blue-Ribbon Commission on Four Year Higher Education. The primary charge to the 

Commission was to recommend policies, structure and organization to improve our system of 

four-year higher education in West Virginia. The Governor further charged the panel to submit a 

report on their findings to the Governor by December 10, 2018.  

There are certain realities in today’s academic environment that the blue-ribbon panel 

must recognize, understand and confront in order to not only improve the system, but (1) to 

provide the opportunity for our institutions to compete, both nationally and globally; and (2) 

pursue and achieve critical public policy goals. 

The following white paper sets forth these realities and offers a proposal for the reform 

of our state level higher education structure that is cognizant of these realities and reflects the 

changes necessary to create competitive colleges and universities while achieving certain defined 

public policy goals. 

The Realities 

1. Today’s academic marketplace is highly competitive. 

For the past twenty years, the academic marketplace has become intensely more 

competitive as traditional public and private colleges and universities have been challenged in 

their quest for students and revenues by the rapid growth of for-profit and corporate universities, 

online programs and certificate programs.  
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For example, the number of students in postsecondary education nationwide from 2012 

to 2016 remained relatively flat with only a slight decline from 20,511,849 to 20,464,608 or 

.002%. During that same period, the number of students enrolled in at least on distance course 

rose from 5,085,909 to 6,340,291 or 25%. In addition, the number of students enrolled in distance 

courses, exclusively, rose from 2,310,056 to 2,983,075 or 29%.1  

The number of students gravitating towards online courses and programs is further 

evidenced by the enrollment figures at the nation’s largest universities which are dominated by 

institutions of higher learning with a significant emphasis on distance education. For example, in 

2016, the top 12 colleges and universities in the U.S. by enrollment were the University of 

Phoenix, Western Governors University, Grand Canyon University, Liberty University, Southern 

New Hampshire University, Walden University, University of Maryland-University College, 

American Public University System, Excelsior College, Ashford University, Capella University and 

Kaplan University.2  

2. In a competitive marketplace, bureaucracies don’t work. 

In response to the growth of political machines in the early 1900s, state and local 

governments in America established bureaucracies that would limit power among the political 

bosses, split up management functions and remove appointment authority from mayors, 

governors and other politically elected executives. In order to keep the administration of public 

services untainted by the influence of politicians, progressive leaders also created city managers 

                                                        
1 “Enrollment and Employees in Post-Secondary Education, Fall 2016,” IES, National Center for Education Statistics, 
https://nces.ed.gov/pubs2018/2018002.pdf (2018).  
2 “Enrollment and Employees in Post-Secondary Education, Fall 2016 (2018). 
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and civil servants who, insulated from politics, would run the bureaucracy in an efficient and 

businesslike manner.3 

While serving a noble purpose initially, bureaucracies eventually turned into sluggish, 

centralized organizations characterized by top-down, hierarchical power structures that are 

preoccupied with rules and regulations. Moreover, in practice, governments hold bureaucracies 

accountable based upon conformity with rules and regulations - regardless of their mission or 

results.   

Furthermore, bureaucracies lack creativity and innovation. As monopolies, there are no 

incentives for bureaucracies to find better ways to pursue their mission and serve the public. For 

the most part, significant changes to bureaucratic operations take place only when office holders 

respond to public demand by applying pressure to bureaucratic leaders. 

As such, bureaucracies are not equipped to contend in a robust marketplace since they 

lack the genetic structure that characterizes competitive enterprises. 

In contrast, enterprises, both private and public, in a competitive marketplace are 

mission-focused and driven by results. For these organizations, the ability to survive and thrive 

provides a compelling incentive to meet the needs of the consumer. As such, these enterprises 

must embrace creativity and innovation in order to remain viable.  

3. Our colleges and universities are now “state-supported,” not “state” 
institutions. 

                                                        
3 Osborne, David and Ted Gaebler, Reinventing Government: How the Entrepreneurial Spirit is Transforming the 
Public Sector, New York: Penguin Books (1992), p. 13-14.  
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Perhaps policymakers and government leaders who support top-down, bureaucratic 

control of higher education in West Virginia would be in a better position to promote extensive 

government oversight if the State was providing the bulk of the funding. While there was a time 

when state support was a major portion of an institution’s budget, those days are over. 

While college budgets continue to increase, state support has been on a steady decline in 

recent years both in terms of actual dollars and as a percentage of institutional budgets. At many 

public four-year colleges and universities in West Virginia, the state appropriation represents less 

than 20% of their respective budgets.  

As such, West Virginia’s colleges and universities have moved from “state institutions” to 

“state supported institutions.” For our purposes, we define “state institutions” as essentially 

monopolistic state agencies that receive most of their funding from a state appropriation. As 

state agencies, higher education is subject to the top-down, hierarchical control that is common 

throughout government. In contrast, “state supported institutions” receive public funding, but 

must generate a much greater portion of their revenue from a competitive marketplace. 

In essence, more money may entitle government leaders to argue for more rules. 

However, when there is less money, the institutions can make the argument for fewer rules.  

In recent years, less money has allowed West Virginia University and Marshall University 

to successfully argue for fewer rules.4 However, our regional colleges have not been as fortunate 

and still must operate in an academic environment of less money – but more rules. 

4. Incentives matter. 

                                                        
4 Still, even West Virginia University and Marshall University are required to receive Commission approval in a 
number of areas such as personnel and budget. 
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W. Va. Code §18B-1D-7 attempts to establish accountability for our regional colleges and 

universities by establishing a system of institutional compacts that requires each institution to 

meet certain measurable goals and objectives.5  

Today, the Commission and the regional colleges go through the process, collect the data 

and produce an annual “Higher Education Report Card”. Nevertheless, there are no financial 

consequences – reward or punishment – for the achievement of these goals and objectives. As 

such, there is no incentive for our colleges and universities to focus on achievement.  

Since, 2002, state support for our colleges and universities has been based upon one 

criterion – “same as last year.” While state law is replete with references to “incentive and 

performance-based funds,” no such funding has been provided. 

At this writing, there is an effort by the Commission to establish a formula that would link 

the allocation of state funding to performance. The Commission’s effort is a good first step in 

creating the incentives necessary to achieve the state’s public policy goals. Until such time a 

system is in place that requires real goals, achievement cannot be expected.6 

5. Real goals matter. 

In their institutional compacts, each college and university must report their progress on 

a set of “compact reporting elements” that pertain to each institution’s achievement of statewide 

goals. These “elements” include: 

a. Enrollment; 

                                                        
5 West Virginia University and Marshall University are specifically exempted from these requirements. 
6 There are a number of issues with the current proposal that are still being addressed. These issues include the 
differentiation of missions among the institutions, the nature of “public policy goals,” and funding during the 
transitional period. 
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b. Retention rate; 
c. Graduation rate; 
d. Degree production; 
e. Degrees in STEM and health fields; 
f. Licensure passage rate; 
g. Percentage of faculty with terminal degrees; 
h. Process for assessment of student learning; 
i. Accreditation; 
j. Alignment with K-12 schools; 
k. Use of instructional technology; 
l. Career placement; 
m. Institutional financial aid; and 
n. Programs of distinction. 

In an effort to reflect a degree of uniqueness among the colleges and universities, the 

Commission also created a series of elective elements from which each institution is required to 

select at least one from each of five previously determined planning areas. 

While each of these elements reflect “goals” that are traditional and customary for 

professionals in the field of higher education, they do not necessarily suggest real public policy 

goals, i.e. goals that address problems for which citizens pay taxes with a reasonable expectation 

that their representatives will address such problems. 

For example, West Virginia is facing severe shortages in a number of critical areas: health 

care professionals, engineers and math, science and foreign language teachers. While data 

regarding progress towards graduation, graduation rates and graduates in STEM fields may be 

informative and instructive, it does not hold our institutions accountable by establishing a direct 

linkage with solving the problem.  

In its proposed formula, the Commission focused its emphasis on the graduation of 

resident students and students in STEM fields. True, these are important indicators of movement 
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towards addressing the problems mentioned. However, they are not specific enough to create 

the link between achievement and real results.    

A Proposal 

 Any meaningful reform of the state level higher education structure that confronts these 

realities should embody the following: 

1. All institutions have the flexibility to compete in the academic marketplace of today and 

in the future. 

2. The primary responsibilities of the state level higher education structure is to (1) establish 

public policy goals and create accountability by linking public support for the colleges and 

universities to the achievement of such goals; and (2) provide shared services among 

institutions that would find such assistance more economical. 

3. The state must establish real goals that have real impact on real West Virginians. 

In this regard, we would propose reforming the higher education structure, as follows: 

I. State colleges and universities as public corporations. 

In order to compete in today’s academic marketplace, the state’s public colleges and 

universities must be able to confront and thrive in an environment driven by market forces while 

retaining public accountability and the ability to achieve clearly defined public policy goals. 
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In this regard, we would propose reorganizing all state colleges and universities as public 

service corporations, i.e. corporations created by statute to perform a certain governmental 

function.7  

Public service corporations are not a concept new to West Virginia,8 nor are they foreign 

to higher education. Oregon, Virginia, New Jersey and Maryland have all recast their state 

institutions utilizing a public corporation model.9 In each case, they are governed by an 

independent Board of Trustees appointed by the Governor and charged with overseeing all the 

responsibilities for operating the institution including: 

• Establishing and implementing the institution’s mission; 

• Appointing, supporting and assessing the president; 

• Ensuring financial solvency including establishing the institution’s financial needs; 

• Approving the institution’s annual budget, tuition and fees; 

• Devising and adopting long range plans; 

• Reviewing and approving degree programs; 

• Assuring that academic programs are consistent with the institution’s mission and 

long-range plans. 

• Purchasing, personnel and capital asset management; 

• Acquire, lease, sell and manage goods and services and real property; 

                                                        
7 In Osborne and Gaebler’s classic book, Reinventing Government, these types of organizations are called “quasi-
public or private corporations.” Osborne, D. and Gaebler, T. (1992) Reinventing Government: How the 
Entrepreneurial Spirit is Transforming the Public Sector, Basic Books, New York. 
8 E.g. regional airport authorities, economic development authorities. 
9 Similar arrangements involve charter colleges and public-private partnership agreements. 



 

10 

• Enter into agreements with other public and private institutions that are mutually 

beneficial; 

• Pledge college assets as a part of an agreement with a private corporation; and 

• Receive services relating to purchasing, construction, risk management and other 

financial services required by the institutions. 

II. The Office of Higher Education 

The Legislature would establish the West Virginia Office of Higher Education (OHE) as the 

state-level higher education authority. The Governor would appoint an Executive Director whose 

primary duties would be to: 

(1) negotiate the postsecondary compact between the state and the public colleges and 

universities based upon the objectives established by the Governor;  

(2) hold each institution accountable by establishing a highly transparent process in which 

the public and government officials could review and understand each institution’s progress 

towards achieving their individual institutional goals; and 

(3) provide shared services for institutions among institutions that would find such an 

arrangement more economical and efficient.  

The OHE would also serve as the state-level service organization for higher education and, 

as such, retain their additional duties would include: 

• Administer state financial aid programs; 

• Approve, register and license private collegiate and career schools; 
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• In cooperation with and on behalf of each institution, negotiate and administer 

interstate tuition reciprocity programs;  

• Provide statewide research and advocacy for higher education policy initiatives; 

• Collect and maintain data on postsecondary education programs; and 

• Administer federal postsecondary education programs. 

Under this reorganization, state oversight would change from a “pre-approval” 

permission paradigm to a “post-audit” review of performance. The performance review would 

be guided by an agreement negotiated by and between the state level higher education authority 

and each institution. 

III. The Postsecondary Compact 

Taxpayers deserve results that address the state’s economic needs and support its 

economic growth. Through the use of postsecondary compacts with each institution, the state 

can advance a policy agenda that ensures that postsecondary education policies, programs, 

curriculum and resources address the state’s current, emerging and future economic realities.  

The compact involves establishing: 

Statewide objectives: 

• The Governor would establish statewide economic objectives in consultation with an 

advisory commission that includes economists, private sector leaders and state 

economic development leaders. 

• These objectives should provide a clear direction as to the state’s expectations and 

priorities for its postsecondary education system. 
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• These objectives should focus on the real economic needs, not just academic metrics.  

Institutional goals 

• The Office of Higher Education would negotiate a set of measurable public policy goals 

with each institution that are aligned with the economic objectives established by the 

Governor 

• The goals will reflect the unique mission, demographics, location and academic focus 

of each institution. 

• The Executive Director and each institution may agree upon goals being classified as 

long-term or short-term goals and establish benchmarks that will gauge an 

institution’s progress towards each goal. 

Accountability 

• The Executive Director shall establish a system of accountability that will include 

transparency, rewards and sanctions for failing to meet the expectations set forth in 

the compact. 

• Each compact shall be supported by a data system that will allow the ongoing 

monitoring of an institution’s progress towards meeting its respective goals. 

• The compact shall be flexible enough to allow for adjustments in each of the 

institution’s goals in order to maximize the ability of the institution and the state 

system, in general, to respond to a rapidly changing economy 

Conclusion 
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 Throughout the state’s history, the governance of higher education in West Virginia has 

fluctuated among varying degrees of centralized and decentralized government. Each change has 

reflected a political victory for either those who have power and want to keep it or those who 

lack power and want more. In each case, however, the power shift took place amidst statutory 

language that always allowed for power to revert to a centralized authority. 

Such is the case with the current structure. Today’s statutory scheme is replete with 

language that appears to reflect the need for greater flexibility among the institutions. 

Admittedly, in recent years, strong leadership among institutional presidents has persuaded the 

legislature to move governance towards decentralization. 

Yet, the current structure in which a centralized authority still maintains influence over 

the selection and retention of institutional presidents, exercises significant control over 

institutional operating and capital budgets, restricts organizational cooperation with tangential 

community colleges and the imposes burdensome academic and administrative controls over 

each institution does not provide our public colleges and universities with the flexibility necessary 

to compete in today’s fast-paced academic marketplace.  

Thus, this proposal represents a major paradigm shift from a top-down bureaucratic 

model of governance to an innovation-driven, entrepreneurial model of state-level service. 

Opposition to this model is quite predictable claiming that in the absence of a centralized 

authority: 

• Duplication of programs creates a cumulative waste in higher education resources; 

• Tuition and fees will escalate dramatically; 
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• Colleges and universities will waste resources on buildings or non-academic 

expenditures in an effort to attract students. 

• Colleges and universities will abandon such public policy goals as access in pursuit of 

maintaining the institutional bottom line. 

In fact, a model driven by entrepreneurship creates the incentives to avoid exactly the 

problems cited in support of maintaining a centralized authority. 

• Performance contracts that are negotiated based upon reward and sanction can 

insure that access and affordable tuition and fees are institutional goals;  

• As competitive enterprises, public colleges and universities competing in a robust 

academic marketplace must operate as efficiently as possible; 

• Institutional governing authorities – as opposed to a remote centralized authority - 

are by far the best judges of institutional needs and priorities; 

The survival of institutions, financially, depends upon their ability to meet the needs of 

the students and their public policy goals. True, government has a history of continuing to 

subsidize failing enterprises based solely upon political pressure. It is also true that such 

subsidization would be warranted even under this proposal in order to transition the system from 

a top, down bureaucratic model to an innovation-driven entrepreneurial model.  

Our ability rests with policymakers and their willingness to make significant changes – 

changes based upon reality – or continue to avoid reality and face the consequences of 

circumvention.  

 


