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           Introduction 

 I recently walked past the Sorbonne and was reminded of the fi rst trip my wife and 
I made to Europe in June of 1967. As we passed the Sorbonne that summer day 
workers were covering the paving stones in the street with Tarmac to prevent the 
University students from stoning the police. In much of Europe and North America 
that year, as now, there were student protests about higher education. The literature 
on higher education of that time was peppered with terms such as “reform” and 
“revolution” and there were calls for dramatic change in universities. In response 
to those student uprisings faculties were reorganized in France and in many coun-
tries changes were made in the internal processes of university governance. 
Students, and in Europe staff as well, were provided greater opportunities to par-
ticipate in university decision-making. However, over time the signifi cance of 
those supposedly major changes in governance faded as students discovered what 
their professors already knew – that university decision-making is a rather boring 
activity. Eventually the energy of university students returned to their age old pre-
occupations with eating, drinking, political argument, university fees, and sex, not 
necessarily in that order. 

 In retrospect it is apparent during that period of supposed fundamental reform, 
European universities changed only modestly. European academics in the 1970s 
still looked upon American universities as truly foreign entities, with highly infl uen-
tial but clearly superfl uous university administrators, with an abnormal interest in 
private fund raising, and with bizarre policies like tuition fees. American academics 
in turn were still confused by the novel degree structures of European universities, 
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they were envious of the supreme authority granted university professors, and they 
were amazed by the extraordinary autonomy accorded supposedly state-funded 
universities in Britain – what one wit of the day described as “the private manage-
ment of public monies.” I briefl y mention this history because in contrast to that 
period of alleged radical change, the reforms implemented in European universities 
over the last 25 years have been truly revolutionary. 

 What has caused these recent signifi cant changes and what are the impacts of 
these reforms on universities? Some suggest the contemporary changes in universi-
ties have been caused primarily by new government policies and regulations. But 
current theories of institutional change (Greif and Laitin  2004 ) argue that “institu-
tional refi nements” evolve out of exogenous shocks such as the globalization of 
higher education markets as well as alterations in endogenous processes such as the 
technology of information. I will explore these assumptions in the following analy-
sis from the perspective of how the study of university change may help inform the 
design of more effective public policy for higher education.  

    Clark’s Triangle 

 I begin with the general framework fi rst articulated by our late and revered col-
league Burton Clark ( 1983 ), the notion that university behavior is infl uenced or 
controlled by the respective forces of the state, the market, and the academic profes-
sion. In the study of higher education it is ritualistic to cite this framework, but 
echoing the remarks of the American writer James Agee, I would like to consider 
Clark’s triangle of forces not as a sociologist, a political scientist, an economist, or 
lawyer – but seriously. My reason for this is that Clark’s model is clearly derived 
from the earlier American Institutionalist School of political economy, which per-
ceived organizational change to be a result of the complex interactions among the 
regulations of the state, the forces of the market, and social norms. This institution-
alist framework has again become signifi cant because many argue that the current 
policies of national governments, including higher education reforms, have been 
infl uenced by the theories of what has been termed the “new institutional econom-
ics” (Barzelay  2001 ; Scott et al.  1997 ). These new theorists have re-emphasized the 
broader institutional explanation of organizational change, but they have done so by 
merging the earlier institutionalist framework with neoclassical economics, empha-
sizing transaction costs, property rights, and principal-agent relationships (Weimer 
and Vining  1996 ). 

 I have recently completed, with the assistance of a number of international col-
leagues, two comparative studies of national policies infl uencing higher education 
(Dill and Beerkens  2010 ; Dill and van Vught  2010 ). The fi rst is a study of the new 
regulatory instruments for assuring academic quality and the second is a study of 
the impact of national policies on the academic research enterprise among the lead-
ing OECD nations. In the analysis to follow I will draw upon these two studies and 
related research to discuss what we are learning about the institutional framework 
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of university change and of the infl uence on academic behavior of state reforms, 
market forces and the norms of the academic profession.  

    The Infl uence of State Reforms 

 The role of the state in recent university change is frequently characterized by terms 
such as “neo-liberal reforms,” “managerialism,” and the “new public management” 
(NPM). Of these concepts the “NPM,” a term fi rst attributed to Christopher Hood 
( 1991 ), has been the most widely cited and studied. However, the concept of the 
“NPM” is not systematically defi ned (Barzelay  2001 ). In addition the policy reforms 
associated with the NPM appear to vary signifi cantly from country to country. 
That is, they are path dependent, shaped by the particular history and institutions of 
each nation. Therefore I would like to focus my discussion of the infl uence of the 
state by articulating some of the core assumptions of the new institutional econom-
ics that appear to be infl uencing public sector governance (Hood  1991 ; Weimer and 
Vining  1996 ):

 –    fi rst is the assumption that competition among independent organizations is 
superior to state monopolies as a means of achieving the social benefi ts of 
increased innovation and effi ciency;  

 –   second is the public choice assumption that rational user choice is more effi cient 
than government bureaucracy as a means of controlling the rent-seeking behav-
ior of government supported organizations;  

 –   and third is the principal-agent assumption that transaction costs, including mon-
itoring the self-interested behavior of professionals, can be minimized through 
better specifi ed contracts.    

 In the case of higher education reforms these assumptions are most visible in the 
following types of policies:

 –    the facilitation and freeing of market forces by the adoption of competitive 
mechanisms for the allocation of government support for universities and by the 
reallocation of intellectual property rights;  

 –   empowering users by mandating the provision of academic quality information 
to students as well as by increasing utilization of tuition fees for university 
funding;  

 –   and specifying contractual relations between government and the universities by 
tying research funding to clearly defi ned indicators of university output.    

 The central contribution of the new institutional economics to the design of pub-
lic policy consequently is to make assumptions about the nature and distribution of 
information in human behavior much more explicit (Weimer and Vining  1996 ). In 
examining the impact of contemporary government reforms on change in universi-
ties, I would therefore like to explore what we are learning about the role of infor-
mation in the functioning of higher education. 
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    Rivalrous Competition 

 James D. Watson’s ( 1968 ) personal account of the discovery of the structure of DNA 
over 30 years ago clearly demonstrated that rivalry is intrinsic to the academic life. 
Academics have long competed for research grants from national research councils as 
well as for academic prestige via peer reviewed publications and international schol-
arly awards such as the Nobel Prize. But government support for universities in most 
countries other than the US was provided primarily by institutional block grants allo-
cated to institutions on an incremental basis. This has changed (Dill and van Vught 
 2010 ) and now most of the leading OECD countries are allocating some portion of 
their general university funds (GUF) competitively for designated purposes such as:

 –    research doctoral students  
 –   distinguished faculty chairs  
 –   grants for research infrastructure  
 –   research centers of excellence  
 –   graduate or research schools  
 –   and funds to achieve institutional “world-class” status    

 Less visibly, academic rivalry is also increasing in many countries because in 
dual funding systems the proportion of research funds allocated via institutional 
block grants is declining and the proportion allocated competitively through 
research councils is growing (Dill and van Vught  2010 ). 

 One obvious impact of the new emphasis on competitive allocation by govern-
ment is the growing stratifi cation of higher education systems with an increasing 
concentration of resources in research-intensive universities. Many have criticized 
this new emphasis on research concentration as violating the established norm of 
“egalitarian homogeneity” among universities, or what the British have termed the 
“gold standard” of academic quality. But our recent comparative study of national 
policies (Dill and van Vught  2010 ) clearly revealed that in most OECD countries, 
including the pre-1992 universities in the UK, research doctoral production and 
research funding were as in the US much more concentrated in certain universities 
than was publicly acknowledged. The more recent policy emphasis on the competi-
tive allocation of institutional support (GUF) has made this hierarchy much more 
visible, but did not create it. In contrast it is worth noting that The Netherlands 
(Jongbloed  2010 ), which has retained one of the most homogenous university sec-
tors, has been able to accomplish this by maintaining a clear differentiation between 
teaching-oriented and research oriented higher education – a binary line – so that 
much of their recent national enrollment growth in tertiary education is absorbed in 
a separate, vocationally-oriented, polytechnic sector. 

 From an economic perspective, the introduction of greater competition into 
higher education should lead, not only to increased productivity, but also to greater 
allocative effi ciency for society as universities become more diverse in their mis-
sions, because rivalry supposedly requires universities to respond more effectively 
to the needs of their relevant users. 
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 Although the evidence of increasing research concentration is readily apparent in 
many countries (Dill and van Vught  2010 ), the competitive allocation of govern-
ment support has not yet led to the expected increases in socially benefi cial institu-
tional diversity. Instead, most national university systems are increasingly infl uenced 
by what I will humbly term “Dill’s Iron law of Academic Reputation,” which may 
be stated as: “While not all universities are world class, all members of academic 
staff believe  they  are world class.” This professional belief may be admirable at the 
individual level, but when broadly shared among academic staff in increasingly 
autonomous universities, this collective academic norm becomes a major driver of 
institutional homogeneity. The eagerness to increase individual and institutional 
academic reputations impels all universities in the new, more competitive environ-
ment to imitate the leading research universities rather than to diversify their mis-
sions and profi les. All universities try to recruit and employ the best scientists, that 
is, those scholars with the highest recognition and rewards, the highest citation 
impact scores, and the largest numbers of publications. To better compete for repu-
tation, all universities seek to increase their research expenditures and attract the 
most talented PhD students, creating a continuous need for extra resources. In the 
US, for example, the fastest growing component of national expenditures on 
research is institutional expenditures (Dill  2010    ), a category that includes institu-
tional revenues derived from other sources – including student tuition – that are 
cross-subsidizing research. In sum, a major dynamic driving all universities is an 
increasingly costly and socially ineffi cient “academic arms race” for research repu-
tation (Brewer et al.  2002 ; Van Vught  2008 ), in which academic norms appear to 
play a signifi cant role. 

 As previously suggested the nature of academic information may be relevant to 
achieving the allocative effi ciencies expected of greater competition. For exam-
ple, recent econometric studies in the US suggest that research funds allocated 
competitively to universities through peer review by the National Science 
Foundation are associated with research publications and patents, but increases in 
industrial support for university research are positively associated with research 
output only when competitively awarded federal research funds remained domi-
nant (Adams and Clemmons  2009 ; Foltz et al.  2005 ). In short, US corporate sup-
port for university research may not be effi ciently allocated. Similarly subnational 
and regional governments are increasingly investing in research at their local uni-
versities as a means of stimulating economic development. But our comparative 
analysis also suggests local governments frequently lack the political will and/or 
the expertise to allocate their research funds to the most worthy projects through 
competitive awards and merit-based peer review (Geiger  2010 ; Zumeta  2010 ). 
Instead they “scatter” their funds in response to the demands of more proximate 
stakeholders. Therefore as national policies encourage more diverse sources of 
fi nancial support for publicly funded universities, public policies that clearly 
identify through rigorous peer review national centers of excellence in teaching, 
research, or service can provide valuable information – a market signal if you will – 
that may lead to more socially benefi cial investments in academic research by 
subnational governments,  corporations, and other patrons. 
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 Finally, in evaluating the effectiveness of competitive allocation policies it is 
important to assess the true transaction costs of these processes. In the US for exam-
ple over two-thirds of the funds expended on academic research are allocated by the 
federal government on a competitive basis to individual researchers and teams (Dill 
 2010 ). But a recent survey suggests that the time spent on applying for and admin-
istering these research grants may be contributing to observed declines in American 
research productivity. US academic scientists now report spending 42 % of their 
research time fi lling out forms and in meetings required for pre- and post-grant 
work (Kean  2006 ). This suggests that an appropriately balanced dual funding model 
for universities may still be most effi cient for society.  

    Intellectual Property Rights 

 Another example of national higher education policies infl uenced by the new 
institutional economics is the attempt to create new marketable goods by the 
reallocation of intellectual property rights. The much imitated intellectual prop-
erty rights legislation in the US, known as the Bayh-Dole Amendment, was moti-
vated by a desire to more rapidly transfer basic university research to the market. 
Therefore patent and licensing rights for government sponsored academic 
research were re- allocated to universities to increase incentives for knowledge 
transfer. The Bayh- Dole policy was not implemented in order to create a major 
new source of funding for higher education, but in the now more competitive 
global market for higher education, the adoption of similar knowledge transfer 
policies in other countries has motivated many universities to create technology 
transfer offi ces as a means of “cashing in” on their research outcomes. The evi-
dence from our comparative study (Dill and van Vught  2010 ) suggests the major-
ity of universities in the OECD countries are at best breaking even and many are 
suffering net losses from their investments in technology transfer activities. 
While many universities expect their technology transfer investments to bear 
signifi cant fruit over time, the institutions that do reap some fi nancial benefi t 
from patenting and licensing are the most highly ranked research universities. 
Even in these institutions there tends to be a natural limit to the amount of reve-
nue that can be earned from technology transfer. Patents and licenses are infl uen-
tial on technical innovation in a relatively small number of industries, biotech 
being the most celebrated case (Cohen et al.  2002 ). 

 One unintended impact of the new intellectual property rights policies is their 
infl uence upon the core processes of academic research. By increasing incentives 
for universities to patent and license their discoveries as a means of raising rev-
enues, some research tools and theoretical results traditionally freely available to 
other scholars and researchers are now being restricted. This “anticommons,” or 
constriction of open science (Heller and Eisenberg  1998 ), may lessen the eco-
nomically benefi cial “spillovers” that have been the primary justifi cation for public 
subsidies of basic academic research. 
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 Furthermore national policies with a “one size fi ts all” emphasis on the “hard” 
outputs of academic research may undercut the institutional diversity that benefi ts 
society. A recent comparative study (Lester  2007 ) revealed that the knowledge trans-
fer processes emphasized in current national innovation policies – i.e., patenting, 
licensing, and new business formation – were not the most important contributor to 
local and regional development. Although some “world class” universities produce 
technology artifacts that are transferable globally, for most universities effective 
knowledge transfer is a more local process, contingent upon the nature of industrial 
development in the regional economy. Universities do help create new businesses, 
but more commonly they help to modernize mature industries, support the expansion 
of existing businesses into new fi elds, and assist in the relocation of industries. In 
these roles the provision of capable science and technology graduates for the regional 
economy, traditional publications, and consulting and contract research on technical 
problems with local business and industry are much more signifi cant channels for 
infl uencing technical innovation than are patents and licenses (Cohen et al.  2002 ). 
Universities also provide a unique “public space” (Lester  2007 ) for local business 
practitioners, in which they can meet during research conferences and industrial liai-
son programs to discuss the future direction of technologies, markets and regional 
industrial development in a non-collusive way. 

 Potentially all comprehensive and technical universities, not just “world class” 
institutions, can make this contribution to regional development. The critical factor 
in designing effective national policies for regional development appears to be a 
more nuanced understanding of the role information plays in technology transfer. 
As noted most infl uential on local innovation are the “softer” knowledge transfer 
processes such as publications, meetings, consultants, and the hiring of new PhD 
graduates, whose added expertise is a primary means of transferring academic 
knowledge to industry (Cohen et al.  2002 ). Therefore universities need incentives to 
engage in studies and consultations designed to better understand their own research 
strengths, the development and circumstances of local industry, and the most appro-
priate channels for aligning the university’s capabilities with the needs of the local 
economy (Lester  2007 ). The Finnish National Centers of Expertise Program (OECD 
 2007 ) provides one highly regarded model along these lines, helping universities to 
better integrate their research expertise with local industry and business, and thereby 
serve as nodal points in regional networks of innovation.  

    Information and Student Choice 

 The national policy that refl ects the second major assumption of the new institu-
tional economics is the emphasis on empowering users both through a greater reli-
ance on tuition fees to fi nance universities and through provision of better 
information on academic quality. Given my recent comparative study of national 
quality assurance policies (Dill and Beerkens  2010 ), I will therefore focus this 
 analysis on current assumptions about the role of information in student choice. 
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 The customary assumption for an effi cient market is that consumers and producers 
possess “perfect” information – truly rational choice requires economic agents who 
are well informed about both price  and  quality (Teixeira et al.  2004 ). Consequently 
it is believed that if student consumers have suffi cient information on the quality of 
university academic programs their choices will provide a powerful incentive for 
universities to improve those programs, thereby increasing the human capital that 
benefi ts society. 

 However, the accumulating evidence suggests the many commercial league 
tables now developing around the world fail to address the identifi ed information 
defi ciencies in the higher education market (Dill and Soo  2005 ; Hazelkorn  2011 ). 
Developing valid indicators of academic program quality to inform student choice 
is a complex and costly challenge. Moreover, for-profi t league tables already enjoy 
substantial sales and infl uence among higher achieving students, university personnel, 
and opinion leaders, by producing  institutional  rankings based primarily upon indi-
cators of academic prestige, which have doubtful validity as predictors of student 
learning (Pascarella and Terenzeni  2005 ). Furthermore the emphasis on institutional 
prestige in these commercial rankings corrupts the presumed link between informa-
tion on academic quality and university efforts to improve academic programs. In 
pursuit of institutional rankings, many universities have instead responded to mar-
ket competition by emphasizing admissions marketing, “cream skimming” their 
applicants to focus on the admission of the highest achieving students, and increas-
ing institutional expenditures on research reputation (Dill and Beerkens  2010 ). As a 
result many universities have made a limited investment of academic staff time and 
institutional resources in improving the academic standards of programs in which 
recruited students enroll. 

 The failure of the commercial sector to adequately address the need for valid user 
information on the quality of academic programs has motivated a number of non- 
profi t initiatives to provide more socially benefi cial information. These include the 
well-designed academic program rankings developed in Germany by the Center for 
Higher Education (CHE) and now being adopted in a number of other countries 
(Beerkens and Dill  2010 ). These rankings present information on academic subjects 
rather than whole institutions, information truly relevant to student choice, and the 
rankings were carefully developed by knowledgeable professionals utilizing exist-
ing research as well as surveys of student needs. 

 But even these rankings have limitations as a guide to effective student choice 
(Beerkens and Dill  2010 ). For example, the reliability of the program-level surveys 
of students is debatable given the low and/or highly variable response rates among 
the students surveyed in different fi elds. There is also an association between rank-
ings scores and institutional size. Finally the reported differences among subjects or 
institutions are modest and scores tend to be stable over time, thereby providing 
limited guidance to student decision making. 

 Furthermore international research on student choice does not lend much support 
to the presumed association between information on the quality of academic pro-
grams and student enrollment (Dill and Soo  2005 ). In mass higher education systems 
quality rankings and ratings infl uence the educational decisions of a relatively small 
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segment of the student population, primarily those of high ambition and achievement. 
The education choices of most students are infl uenced by a wide variety of educa-
tional, social, and personal factors, including the immediate consumption benefi ts 
of education, which suggests that the individual decisions of even well informed 
potential students are unlikely to provide a strong incentive for the improvement of 
academic programs. To summarize this point in the simplest possible terms, how 
many parents of potential university students believe that the rational choices of 
even better informed teenagers is the best way to preserve civilization? Instead, as I 
will suggest below, information on the quality and performance of academic pro-
grams is most likely to lead to benefi cial improvements if we focus on its use in the 
rational choices made by the producers of higher education – that is the academic 
staff. Recall that a necessary assumption of effi cient markets is that  both  users and 
producers have access to “perfect” information on cost and quality. 

 Finally, in contrast to the market for fi rst degree-level education where the orien-
tation and maturity of student applicants limits the infl uence of user information on 
improving academic programs, the global market for research doctoral students 
appears to refl ect classic economic assumptions (Dill  2009 ). Many universities 
compete aggressively for the most able international students and provide full fi nan-
cial support to admitted research doctoral applicants. Doctoral students, who pursue 
advanced degrees primarily for vocational reasons, are older and more education-
ally experienced consumers. Consequently in choosing academic programs doctoral 
applicants are less likely to be infl uenced by consumption benefi ts, social factors, or 
geographical considerations and more likely to be swayed by valid information on 
doctoral program quality. In this more perfectly competitive global market, the 
well-designed National Research Council rankings of research doctoral programs in 
the US, which are the only university rankings subsidized by the federal govern-
ment, are not only highly infl uential on student choice, but have motivated measur-
able improvements in research doctoral programs in a number of leading US 
universities (Dill  2009 ). Given the demonstrated positive infl uence of research- doc-
toral graduates on economic growth in developed countries (Aghion  2006 ), the 
adoption of research doctoral quality rankings appears to be a particularly well- 
justifi ed public policy and one worthy of greater attention in Europe (   Van Bouwel 
and Veugelers  2009 ).  

    Performance Funding 

 The third national policy that refl ects the assumptions of the new institutional eco-
nomics is performance-based funding or contracting. Performance-based funding 
of university research, based upon measures of outputs such as publications and 
citations, has been adopted in a number of countries. The most frequently cited 
example of this policy is the Research Assessment Exercise (RAE) in the UK 
(Henkel and Kogan  2010 ). Performance-based funding appears to have increased 
academic research productivity and possibly also its quality, stimulating research 
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potential that previously may not have been effectively mobilized (Hicks  2008 ). 
Universities are adopting more strategic approaches to their research activities with 
reported improvements in the organization and management of research programs 
(Dill and van Vught  2010 ). However, performance-based funding may also have 
negative impacts on university research (Hicks  2008 ). The focus on peer reviewed 
publications may limit excellence, motivating a greater similarity of research at the 
upper levels. The emphasis on publication counts may also encourage some 
researchers to become more manipulative in their publication patterns, slicing their 
research into smaller topics and more numerous articles. The impact of performance- 
based funding also appear to be spasmodic, creating an initial jolt to the overall 
system, which initially motivates all universities eligible for the funding to increase 
research productivity, but lessens over time. Performance funding also appears to 
promote the previously identifi ed stratifi cation of universities, concentrating 
research in those institutions with greater numbers of internationally recognized 
academic staff, more resources, and already-established global reputations (Crespi 
and Geuna  2004 ). 

 The challenges of applying effectively performance-based funding to university 
research are consistent with several problems clearly predicted by the principal- 
agent model (Weimer and Vining  1996 ). In the case of the RAE for example (Henkel 
and Kogan  2010 ), the complexities of measuring academic research have required 
continual adjustments in the output indicators, the costs of regularly peer monitor-
ing university research performance have been high, and there have been continuing 
concerns about controlling ineffi cient cross-subsidies in universities, which produce 
the multiple outputs of teaching, research, and public service. A problem mentioned 
previously as well with regard US research funding. 

 In addition the attention awarded to performance-based funding has distracted 
policy makers and analysts from more viable research assessment approaches. For 
example the Netherlands has implemented a different research assessment system 
for its universities, one not focused on indicators of research publication, nor linked 
to university funding (Jongbloed  2010 ). Alternatively, every 6 years each university 
is required to carry out an external peer review of its research programs by interna-
tionally respected researchers. These reviews must follow a Standard Evaluation 
Protocol (SEP) designed by the universities in collaboration with a national research 
organization. The SEPs emphasize the scientifi c productivity, academic quality, as 
well as long term vitality of each research program and employ a variety of informa-
tion sources including on site interviews, university self-reports, and bibliometric 
evidence. This research assessment system appears to have had very similar positive 
impacts on research productivity, research quality, and improvements in each 
university’s strategic management of research as the much more highly publicized 
performance funding systems in the UK and Australia (Jongbloed  2010 ). But the 
more collegial and qualitative research evaluation process developed in the 
Netherlands has not produced the same amount of rancor and divisiveness among 
the members of the academic profession, nor contributed to the same degree of 
research stratifi cation as in these other countries. Furthermore compared to the 
RAE, the system in the Netherlands appears to have been more stable in design, 
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possibly less costly to run, and likely provides more nuanced and useful information 
to each university on means of improving its research activities. Consequently this 
type of research evaluation will likely make a more effective and durable contribu-
tion to improving the academic research enterprise over time.   

    The Infl uence of Market Forces 

 To this point I have followed the traditional narrative that suggests university change 
has been infl uenced primarily by government reforms. But as noted at the outset, 
I would like to take seriously Burton Clark’s assertion that there are three forces 
infl uencing university change. Therefore we need to examine the independent 
effects of market forces on universities. 

 Economists who study industrial organization (Scherer and Ross  1990 ), which is 
the relationship between market structure and fi rm performance in an industry, have 
traditionally acknowledged the important role of government regulation on fi rm 
behavior, but have also emphasized that the nature of relevant technology infl uences 
the basic conditions of industry structure. Over the last 30 years technological 
change, the nature and pace of which is itself shaped by market forces, has had a 
signifi cant infl uence on the degree of rivalry in higher education. A number of econ-
omists have argued that the rapidly declining costs of international travel, of com-
munication, and of information storage, as well as the development of the Internet 
and the world-wide adoption of English as the language of commerce and higher 
education, have contributed signifi cantly to increasing competition among universi-
ties and among academic researchers (Hoxby  1997 ; Kim et al.  2009 ; Black and 
Stephan  2010 ). The new technology is also fundamentally altering the basic tech-
niques of teaching, learning and research within universities. 

 Changes in communication and air travel for example have clearly increased 
competition among universities by making overseas and web-based academic pro-
grams economically viable, but they have also fostered global competition for the 
best students, especially at the research doctoral level, which is so important to 
national innovation. These new basic conditions of the higher education industry 
have also altered what may be termed the “technology of discovery.” For example, 
collaboration in research has markedly increased over the last 30 years as measured 
by the mean number of authors of published papers (Black and Stephan  2010 ). The 
rate of growth of collaboration among academic researchers correlates with the 
expansion of e-mail, the diffusion of the internet, and the development of low cost 
access to large data bases in the sciences and social sciences. We now also have a 
common language of research as increasing numbers of European academic jour-
nals in the sciences and social sciences have switched from their native language to 
English. One important effect of this change is the greater access to publication now 
provided to non-native researchers. As a consequence the playing fi eld among aca-
demic researchers has been leveled and this has further increased the degree of 
academic competition worldwide. For example, a recent study of research productivity 
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in economics and fi nance (Kim et al.  2009 ) revealed that the locational advantage of 
academic membership in an elite university has declined over time. While being 
affi liated with a top university provided a positive effect on research productivity in 
the 1970s, this effect weakened in the 1980s, and disappeared in the 1990s. The 
researchers attribute this decline to innovations in communication technology. 

 These changes in the technology of discovery are paralleled by signifi cant 
changes in the technology of instruction. Innovations in communication technol-
ogy are substantially altering the way even the most traditional universities teach 
and assess their students. World-wide we are seeing the rapid adoption of modular 
instruction and continuous assessment as the primary means of organizing student 
learning (Dill and Beerkens  2010 ). Is this change being driven by the exponential 
growth of academic knowledge, by the need for academic staff to focus on spe-
cialized research, by government reforms? Each of these forces likely makes 
some contribution to the observed reorganization of university instruction, but I 
would suggest that as in research the primary driver of change in instruction is 
market forces. 

 In summary, as we recently experienced with national policies designed to 
restore fi nancial markets following the 2008 global recession, much of government 
regulation is best understood as a reaction to alterations in market structure infl u-
enced by technological change. In this light it is well to recall the original  Sorbonne 
Joint Declaration  signed in Paris in 1998 by the assembled ministers of education. 
The ministers called for “Progressive harmonization of the overall framework of our 
degrees and cycles … aimed at improving external recognition and facilitating 
student mobility as well as employability” (p. 3). In other words degree reform 
was needed in order to create a more easily “readable” set of qualifi cations so that 
European graduates could better compete in the new, more global labor market. 
In short, the Bologna reforms of higher education were a reaction to market forces 
that are beyond the control of individual universities or nations.  

    The Infl uence of the Academic Profession 

 If, as I have briefl y tried to suggest, market forces are a primary driver of change in 
universities, what then is the contemporary role for the third force in Clark’s trian-
gle, the academic profession? In a fascinating analysis of the evolution of the French 
university Musselin and Paradeise ( 2009 ) note that prior to the reforms of 1968 the 
“university” in France was only a territorial gathering of faculties. In the immortal 
words the poet Gertrude Stein once used to describe the city of Oakland, California, 
there was “no there, there.” The university as a collective actor did not in fact exist 
in France. Since the 1968 reforms the French university has increasingly become a 
collective enterprise, with greater autonomy and authority over its academic activi-
ties. While as a consequence French university presidents have become more active 
and infl uential leaders, thereby suggesting the “managerialist” stereotype, Musselin 
and Paradeise ( 2009 ) suggest the new university collective decision making bodies 
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that evolved also have become infl uential mechanisms, exerting greater collegial 
control over university strategic planning, resource allocation, and curricula. 

 This evolution of the university into a more corporate entity with greater 
collegial control over its core activities provides I believe the critical insight into 
the nature of change and reform in contemporary higher education. In a recent 
study on controlling public services, the NPM scholar Christopher Hood ( 2004 ) 
outlined three primary means of control that correspond with Clark’s original 
triangle: “oversight,” or controlling individuals through government regulation; 
“competition,” or controlling individuals through rivalry; and “mutuality,” or 
controlling individuals through the horizontal infl uence of peers. In higher educa-
tion we would term “mutuality” collegial control. Hood’s comparative study, which 
included current national policies on academic research, led him to challenge the 
prevailing view that government reforms have caused a decline in the academic 
profession’s control of universities. Rather he suggests that collegial control of 
universities may have actually increased over time, but in a different form. That is, 
a move away from “mere coexistence – peaceful or otherwise – among autonomous 
scholars,” and a shift toward greater collegial control of the individual in the 
form of “more peer review of performance in teaching and research” (Hood  2004 , 
197–198). Let me illustrate Hood’s point with some recent examples of the 
development of collegial controls over research doctoral education and academic 
quality assurance. 

 In an effort to improve the scale, productivity and quality of research doctoral 
programs a number of European countries encouraged the creation of research or 
graduate schools that were actually collaborative doctoral programs in a particular 
subject fi eld among a number of universities. In an evaluation of such graduate 
schools in Finland (Dill et al.  2006 ) we discovered substantial variations in perfor-
mance within and between such network schools because of the obvious challenges 
of coordinating policies and practices across subject faculties in different universi-
ties. We noted that in the US a “graduate school” is not a collaborative mechanism 
across universities for delivering a particular doctoral degree, but rather a collective 
mechanism of the academic staff within a single institution for assuring the quality 
of research and training in all of a university’s research doctoral programs. As such 
a graduate school is a collegial mechanism for developing and enforcing policies 
and procedures on issues such as the approval of new doctoral programs, doctoral 
admissions processes and criteria, the award of university-based fi nancial support 
for doctoral students, the supervision and research experience of doctoral students, 
and the reviews and defense of doctoral theses. Because of a desire to better control 
the quality of their research doctoral degrees, universities in a number of EU coun-
tries, including France, are now implementing similar institution-based collegial 
mechanisms for the control of doctoral education. As Hood notes such mechanisms 
may lessen the autonomy of individual professors and faculties, but increase 
collegial control by the overall university faculty. 

 Recent government reforms have also led to the adoption of external quality 
assurance mechanisms designed to maintain and improve academic standards in all 
university programs. Our research (Dill and Beerkens  2010 ) suggests that the policy 
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instruments that have had the greatest impact, in that they increase incentives for 
collective action by academic staff to improve program quality, are subject-level 
external reviews or accreditation processes. The most effective and legitimate such 
quality assurance processes in the views of academic staff have adopted methodolo-
gies featuring carefully trained peer reviewers, who are supported during the review 
process by professional staff, and employ systematic, standardized procedures, and 
protocols. An important contributor to the effectiveness of these approaches is the 
application of widely accepted norms of scholarly inquiry in an evidence-based 
approach to quality assurance. For example the teams conducting accreditation 
reviews for the Teacher Education Accreditation Council (TEAC) in the US 
(El-Khawas  2010 ) apply traditional scholarly rules of evidence such as the consis-
tency and representativeness of the data provided by institutions as well as the 
validity and reliability of student assessment methods. 

 However, external reviews or accreditations of all subjects, which are more typi-
cal of European quality assurance policy, are costly to sustain for an entire system, 
their benefi ts tend to decline over time, they do not assess the effectiveness of the 
university’s own collegial mechanisms for assuring quality, and these processes are 
in confl ict with the general trend toward increased university autonomy. Therefore 
it is likely that most countries will move toward an academic audit type of review of 
the core collegial processes by which universities themselves assure the standards 
of all their academic programs. The academic audit process developed in Hong 
Kong offers one useful model of this approach (Massy  2010 ). The Hong Kong 
audits review each university’s processes for approving and evaluating academic 
programs, the processes for evaluating and improving teaching and student learn-
ing, and the processes for assuring the integrity of grading and marking standards. 
The audits evaluate the effectiveness of these collegial processes by assessing their 
impact on the academic quality of a representative sample of academic programs. 

 As I noted earlier, information on the quality and performance of academic pro-
grams might therefore prove more socially benefi cial if we focus on its responsible 
use in the collegial processes for assuring academic quality within universities. The 
availability and systematic application by collegial bodies within universities of 
valid and reliable information on student retention, student progression, and gradu-
ate outcomes by subject fi eld could thereby help improve the performance of all 
academic programs. 

 In sum, public policies that provide incentives for universities to develop and 
reform their core collegial processes strengthen the capacity of the academic profes-
sion to improve the performance of higher education.  

    Conclusion 

 In conclusion, I have tried to suggest throughout this extended tour of the forces 
infl uencing change in higher education that assumptions made about the nature and 
role of information in higher education crucially infl uence the effectiveness of 
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policies designed to steer universities in the more competitive global environment. 
An important variable in the principal-agent model that is at the heart of the new 
institutional economics is task complexity. As noted the obvious complexity of 
university- level education, research, and service contributes substantial uncertainty 
to current efforts by governments to specify the outcomes of universities and to 
monitor their performance. For these reasons the most effective institutional frame-
work for the university appears to be one that helps to improve the collegial mecha-
nisms by which universities monitor and regulate their own behavior. The form of 
these collegial mechanisms must necessarily change over time in response to new 
circumstances and new technologies. But one reason the university, which fi rst 
emerged in the twelfth century, has continued to be a vital institution for society, and 
if anything is of greater importance today, is that it has the capacity as a collective 
community to assure the integrity of its core processes. 

 Contemporary examples such as the academic audit process in Hong Kong, the 
research assessment process in the Netherlands, and the regional development ini-
tiative in Finland suggest how well designed public policies can provide useful 
incentives for the necessary internal reforms universities must make in the new 
environment of higher education. I believe the available evidence supports the view 
that as universities become increasingly autonomous, the public interest will best be 
protected by strengthening the collegial processes by which universities themselves 
maintain their academic standards, validate their research, and assure the value of 
their service to society.     
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