DANIEL SULLIVAN

Libraries and Liberal Arts Colleges:
Tough Times in the Eighties

The 1980s will be a difficult period for liberal arts colleges. Fiscal support will
be insufficient to meet institutional needs. Private colleges will suffer, and
their libraries will suffer particularly. Ironically, this will occur at a time in
which the growth of scholarly publication will decline—providing these li-
braries with increased opportunity, if they can preserve their fiscal support, to
acquire the materials that they need. Although the prospects are grim, strate-
gies for adaptation and successful survival exist, and they must be undertaken
by colleges and their libraries in the difficult years ahead.

InTRODUCTION

Let me get right to the point. The argu-
ment I want to make is as follows:

1. Liberal arts colleges are going to have
an extremely hard time in the 1980s, but not
primarily because of the demographic de-
cline. The demographic decline is a serious
challenge to the creativity and resilience of
liberal arts colleges, but they are resilient,
and having to respond to the altered demog-
raphy might, in a healthy economy, stimu-
late much valuable change.

2. However, change requires capital tq fi-
nance the reallocation of resources currently
in place and to finance new ventures, and
capital will not be widely available, espe-
cially to the institutions that need to change
the most.

3. Therefore, the demographic decline
will very quickly have a major negative im-
pact on a large proportion of the private lib-
eral arts colleges and on most private univer-
sities as well. American higher education will
become more homogeneous in the next de-
cade, an outcome that I believe to be unfortu-
nate for the consumers of higher education in
this country.

4. The libraries at these institutions, al-
ready starved in the 1970s, will shoulder a
disproportionate share of the budget cuts be-
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cause library materials expenditures are eas-
ier to cut than people. Because of the relative
unavailability of capital, most institutions
will not be able to adopt laborsaving and
material-saving library technologies. Large
initial investments must be made while the
savings come much later.

5. All of this will occur, ironically, pre-
cisely at the point in history when libraries
finally have a chance to have their collections
grow at least as fast as the growth of knowl-
edge.

6. While I am extremely pessimistic about
the future of liberal arts colleges, I believe
that realistic and possibly successful strategies
for adaptation exist, and that they must be
tried even given the adverse atmosphere. In-
stitutions need to undertake honest analyses
of their strengths and weaknesses relative to
the competition; they must analyze the avail-
ability of alternative markets; they must ex-
plore alternative products; and they must ag-
gressively pursue needed capital.

THE 1980s HAVE ARRIVED

The 1980s have arrived. The 1980s refers,
in our circles, of course, to a by now well-
defined set of challenges before American
higher education, presented by the vagaries
of demography, fundamental problems with
the economy, and the government’s attempts
to respond to them. The sizes of the age co-
horts traditionally served by undergraduate
colleges have begun to decline, and this is
taking place in an economic environment
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which is almost maximally unfavorable to
higher education. The economic environ-
ment became less favorable a little over a dec-
ade ago, and as a result the 1970s were a
struggle for all of us. There is a good chance
that the 1980s will be much worse. The de-
mographic problem, or at least our recogni-
tion of it, is more recent in origin, but its
character is much more fixed and certain
than that of the economy.

Inspite of the certainty of the demographic
decline and of some of its consequences, there
was a widespread hope in the groves of aca-
deme that the market would respond by itself
to the excess supply of educational services
now available, without adaptive change on
the part of institutions to stimulate new de-
mand. Many people were absolutely buoyant
last spring when the Chronicle of Higher Ed-
ucation was reporting large increases in ap-
plications to both public and private institu-
tions. Their buoyancy had to be misguided,
however, because the number of eighteen-
year-olds in the population is less this year
than last, and no major changes intended to
stimulate demand have been accomplished in
higher education generally.

Sure enough, in its September 2 issue, the
Chronicle reported the results of a survey of
admissions officers at 581 private institutions
by the National Institute of Independent Col-
leges and Universities: the number of fresh-
men in private institutions this fall is down
2.2 percent, and overall enrollment is down
.6 percent.! As one might expect, there are
variations by region and type of institution
(the freshman decline is 6.6 percent for insti-
tutions in the Middle Atlantic states, for ex-
ample), but the overall conclusion is clear,
The 1980s have arrived largely in the form
that was predicted.

But liberal arts colleges are a resilient form
of human organization. While often small
and generally quite specialized (a character-
istic which makes them more vulnerable than
diversified universities when their ecological
niche is threatened), liberal arts colleges are
also easier to manage, and they command
much more loyalty and commitment from all
of their employees, not just faculty. The peo-
ple in these institutions are generally more
willing to make personal sacrifices on behalf
of the college. If a new direction is proposed
in any organization, those involved must

agree to pursue it vigorously or it will fail.

This intangible feature of small colleges is,
I believe, a great asset as the 1980s unfold,
but we are witnessing an attack on the finan-
cial base of private higher education without
regard for institutional quality, prestige, or
mission. The attack is such that all liberal arts
colleges will have to change in important
ways even if their goal is to remain largely the
same. If demography were the only problem
and the economy were strong and vital, the
challenge would not be so severe. The re-
sources necessary to finance useful adapta-
tion would be much more available and,
with good leadership, change might be ac-
complished efficiently and effectively.

However, student fee income, income
from endowments, and income from new
charitable gifts —the three major sources of
income for private institutions— are all unfa-
vorably affected by the combination of exter-
nal factors currently operating.

Even for wealthy colleges student fee in-
come is by far the largest single income
source. Student fee income is, of course,
threatened by the demographic decline:
fewer students means less fee income for the
private sector as a whole. But even colleges
that manage to retain their enrollments and
continue to have excess applicants can come
to have a student fee income problem if they
find that they are unable to pass the fees they
need through the market without hurting
their market share. Research at Carleton
College? and the research of others?® indicates
that students and their parents are extremely
price-sensitive these days. To sustain its mar-
ket share a college may well have to charge
less than it needs to maintain its current level
of quality. If price restraint is closely corre-
lated with quality declines, and is not the
result of real increases in efficiency (some-
thing that is very hard to accomplish in a
labor-intensive organization), market-share
declines may eventually produce enrollment
declines, and a positive feedback loop of seri-
ous consequence will be the result.

Endowment income is also constrained in
today’s economy. For endowment income ac-
tually available to the operating budget not
to decline in real terms, total return must
consistently exceed the rate of inflation plus
whatever percentage of current market value
an institution chooses to spend. It is well to
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remember that endowments have generally
not kept up with inflation in the last ten years
even after one adds in the new gifts received.
It is my understanding that only two private
institutions — Swarthmore and Princeton—
have earned so much and spent so little over
the years that the value of each endowment
unit has kept up with inflation (i.e., gifts
made years ago have a market value today
equal in real terms to what they were at the
time of donation). At those institutions new
endowment gifts have resulted in real addi-
tions to the budget and real increases in en-
dowment market value.

A few other institutions have come close to
holding their endowments constant in real
terms over the last decade (that is, after the
effects of inflation are taken out), but only by
successful capital fund raising. Now, as all of
you know, changes in the tax laws have de-
creased the incentive to give, and especially
so for the very wealthy, those whose gifts
make the biggest difference.

Finally, government gifts and grants in
support of higher education have been drasti-
cally curtailed, and the prospect is for further
cuts. Current gift income, which directly
supports the operating budget, has therefore
also been reduced just when the tax incentives
for individuals to give have been cut.

Institutions that do nothing to become
more attractive to students and capital, and
which manage their endowments in the same
old way, will find the going very tough. The
severity of this financial crisis is such that
even the best institutions will have to change.
Because of declining demand (due to the de-
mographic situation and high prices), be-
cause of the state of the American economy
and its impact on endowments, and because
of decreased incentives for donors to make
charitable gifts, private institutions will have
to restructure themselves. They must con-
sider changes in the quantity, quality, and
nature of their mission and programs.

INSUFFICIENT
CA PITAL AVAILABLE

If private institutions faced with the finan-
cial situation just described were to analyze
their circumstances carefully and, if neces-
sary, seek new ways to be of service, it would
be a very good thing for the country. Apart
from the pragmatics of it, boards of trustees

and managements of private institutions
have a fiduciary responsibility to adapt so as
to continue to provide services that the public
finds valuable. The assets of private colleges
and universities exist largely as a result of gifts
from individuals, corporations, and founda-
tions for the purpose of helping to ensure in
perpetuity that an important social need will
be met: the education of the populace. Those
of us who have some responsibility for the
directions taken by our institutions have a
legal and moral obligation to find valuable
educational services to perform if demand for
the services we now provide declines. We
must change in response to the demographic
and economic pressures of the 1980s in order
to continue to be of service.

That said, we must acknowledge that the
going will be very hard, because adaptive
change requires capital to finance realloca-
tion of resources and the launching of new
ventures, and capital will be very difficult to
obtain. Were interest rates not so high one
might borrow the capital necessary for
change, to be paid back from the income
earned in new ventures. One could liquidate
fixed assets, but many colleges are distant
from urban areas where a variety of options
might be pursued and, in any event, many
college fixed assets were designed for special-
ized purposes, making them hard to convert
to other uses. Another option is to spend en-
dowments, and most colleges have done this
at least to some extent, but if that is done one
must find ways to compensate for the lost cur-
rent income. Or, one might, as did late indus-
trializing countries, extract capital from the
peasants—in the case of colleges this would
mean holding salaries and wages well below
market in order to use the funds saved as capi-
tal. This kind of capital formation is most
possible in denominational private colleges,
where the commitment of employees to the
institution is sometimes so strong that they
may accept this kind of levy rather than see
the institution fail. For most colleges, how-
ever, significant capital accumulation cannot
be achieved in this way, and many would
argue that it should not be so accumulated.
Finally, as I have already indicated, gifts of
capital will now be much harder to obtain.

I don’t mean to suggest that capital will be
completely unavailable; rather, I want to
stress that the possibility of useful adaptation
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by private institutions to the demographic
decline is significantly diminished because
capital will be more scarce than it has been.
Therefore, the demographic decline will
have a quicker and more negative impact on
private higher education than it otherwise
might. American higher education will be-
come more homogeneous in the next decade
with the loss of strength in the private sector,
and that is a loss for consumers in this coun-
try.

Lisraries WiLL BE
EspeciaLLy Harp HiT

Liberal arts college libraries will be espe-
cially hard hit by the circumstances just out-
lined. It is my understanding that, except at
the best colleges and universities, libraries
have already suffered greatly during the
1970s. Though there was no demographic de-
cline to contend with, institutions faced high
inflation and experienced extremely poor en-
dowment investment results during the de-
cade just ended. Because library materials ex-
penditures are much easier to cut than peo-
ple, and because materials budgets are large,
many libraries have fallen way behind in col-
lection development.

The 1980s, as I have argued, will be even
more difficult financially than the 1970s, and
itislikely thatlibraries will shoulder a dispro-
portionate share of whatever further budget
cuts colleges have to make. Some claim that
there is a technological revolution just
around the corner that will provide greater
access to the kinds of information students
and faculty need at much lower per-unit
costs. Even if that optimistic result comes to
pass, most institutions will not be able to
adopt these laborsaving and material-saving
library technologies, because large initial
capital investments must be made while the
savings come much later, and not enough
capital will be available at prices institutions
can afford.

All of this is occurring, ironically, precisely
when libraries could finally hope to afford to
collect scholarly materials at the same rate
that they are produced. Derek Price, as you
will certainly know, has long argued that the
natural growth function, at least for scientific
knowledge, is exponential.* Some quibble
about the fact that Price’s indicator of the
growth of knowledge is the growth of publi-

cations, but that issue is quite secondary for
librarians, whose real problem is coping with
the growth of publications no matter what
that says about the growth of knowledge.

Price has shown quite clearly that, over the
entire history of Western science, publica-
tions, major discoveries, and other things
about science one can count have grown ex-
ponentially.5 The same may very well have
been true about other kinds of scholarly pub-
lications. Now, if there is something inexora-
ble about this process, something intrinsic to
the growth of knowledge, libraries have a se-
rious problem. The doubling times for publi-
cations have been much shorter than those for
acquisitions budgets, at least at the colleges
with which I am familiar, and that has meant
that each year a smaller proportion of the
world’s new knowledge was collected in the
library. If one projects that situation into the
future, one discovers that eventually, in the
limit, a library like Carleton’s would be col-
lecting a proportion of the literature very
close to zero. Even with the wonders of tech-
nology, which may significantly increase re-
source sharing, the prospect of collecting such
asmall proportion of the new knowledge pro-
duced is depressing.

But I want to argue, on the basis of my own
research on publication patterns in physics,®
which I believe in this instance are generaliz-
able, that we are about to experience not con-
tinued exponential growth but a leveling off
and perhaps even a decline in the number of
new scholarly publications produced annu-
ally. That is because the number of scholarly
publications produced each year is closely re-
lated to the number of scholars working in
research. Individual scholars tend to publish
at a more or less constant rate over their pro-
fessional lives and, in the aggregate, the num-
ber of papers per scholar is a constant. We
have seen publication growing exponentially
for a long time because the population of
scholars publishing was growing exponen-
tially. This is no longer true, at least in Amer-
ica, and the publications of American
scholars make up the largest fraction of new
acquisitions in American libraries.

In a simulation of article production pat-
ternsin high-energy physics, presented by me
and my collaborators at a UNESCO confer-
ence in Dubrovnik, Yugoslavia, we showed
article production in that part of physics lev-
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eling off by the mid-1980s.® What happens
after that is dependent upon rates of Ph.D.
production and rates of retention in
research — we call them “survival rates” —for
those physicists already publishing. We have
seen nothing that suggests that either in-
creases in Ph.D. production or increases in
retention are in the cards.

I believe that the same fundamental rela-
tionship between population and scholarly
publication exists in all fields, though rates of
publication do differ by field due to differ-
ences in research technology. Very high tech-
nology fields, such as experimental high-
energy physics, can actually have much
lower per capita publication rates because
large groups of scientists are required to per-
form experiments that can take three to five
years to complete.

All of this suggests to me that a library like
Carleton’s, by collecting a constant number
of books and periodicals each year, which we
have been able to afford and should be able to
continue, can in a few years find itself collect-
ing a constant, or even increasing, share of

the literature published in English. If the
Carleton library collects just the best of what
is produced, which of course librarians al-
ways do, then it will be apparent how much
more hopeful we can be about the structure
of liberal arts college libraries.

CONCLUSION

Sadly, as I have said, this opportunity to
keep up comes just when the resources neces-
sary even to stand still are not likely to be
available to most college libraries. We de-
serve better, and those in this society who
need and desire higher education of the high-
est quality deserve better.

Nevertheless, realistic and possibly success-
ful strategies leading to useful, as opposed to
mere, survival do exist. To repeat my earlier
remarks: institutions need to undertake hon-
est analyses of their strengths and weaknesses
relative to the competition; they need to ana-
lyze the availability of new markets; they
need to examine new ways to be of service;
and they need to pursue aggressively the capi-
tal necessary to finance change.
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