Was MARX AN ADJUNCT?

THE ECONOMICS OF PRIVATE
NONTRADITIONAL HIGHER EDUCATION

by Walter Block & Mavshall Horton

Introduction

A topic of frequent debate in The Chronicle of

Higher Education is the usc and abuse of adjunct
faculty. Such part-time laborers are widely per-
ceived to be exploited by university administra-
tors. As documented in Gappa and Leslie (1993),
many administrators like to use such faculty be-
cause they are cheap. In a period of declining
enrollments, workers who can be denied perma-
nent salaries, benefits, offices, and tenure arc too
good to overlook. An adjunct faculty is particu-
larly important in the fast-growing area of non-
traditional education. In order to survive, small,
non-research oriented institutions especially have
found it necessary to branch out geographically
and programmatically with off-site programs for
working adults. This practice is consistent with
the activity described by Bennett and Dil.orenzo
(1989),in which

Managers of commercial non-profit enterpriscs
(CNEs) are responsible for the day-to-day op-
erations of their organizations, which are sup-
posedly carried out under policies set by the
board. ‘There is no doubt that CNE managers
have considerable discretion, for part-time board
members have neither the time nor the inclina-
tion to become intimately involved with the de-
tails of an organization’s operation. Because
CNE management is critically judged by the

organization’s financial viability, there are pres-
sures to avoid risky undertakings that may prove
to be unprotfitable; there are strong incentives to
‘cream the market” by engaging in only those
acuvities that generate large amounts of revenue
relative to the associated costs. This is what
makes CNEs so paradoxical. They are ostensibly
charitable, not profit-seeking organizations; but
because truly charitable activities are not always
profitable, in an accounting scnse, they have re-
dirccted thyeir organizatons into commercial
activitics that arce (profitable). (p. 48)

Bennett and DiLorenzo further advocate the
removal of tax-exempt status as the optimal eco-
nomic remedy for the “unfair” situation in such
non-profit institutions as private universitics.!

In addition, union organizers have taken ad-
vantage of the perceived exploitation of adjunct
faculty, as documented by Leatherman (1998).
To some, the situation may bring to mind the
Marxian labor theory of value [ Marx (1954)], in
which laborers are assumed to contribute 100 per-
cent of a product’s valuc. Capitalists hire the
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workers, exploit them, and pay them only a sub-
sistence wage, keeping any surplus value for them-
sclves.  According to Marx, this process will end
when the workers, having had their fill of subsis-
tence, rise up in a revolution of the working class.
They overthrow the bourgeoisie and establish a
utopian “dictatorship of the proletariat” in which
greedy capitalists will cease to exist.

The traditional market rejoinder to this sce-
nario is that, far from contributing all of the
product’s value, labor contributes only a portion
of the value. In addition, capital, provided by
entrepreneurs, accounts for a great deal of a
product’s value. By using his own funds, an en-
treprencur is entitled, under capitalism, to what-
ever return he can garner on wise investments.
This argument is frequently applied to private cor-
porations founded and operated at great risk to
investors.’

But this argument does not apply to the casc
of private universitics, in particular thosc employ-
ing the highest proportion of adjuncts in offering
nontraditional programs for working adults. Many
of these institutions are non-profit entities in which
no stakeholder has ownership rights.*  Instead,
state and federal governments have chartered such
institutions to serve the public purpose rather than
that of private individuals. Given that the role of
the capitalist entreprencur is not explicit in most
universitics, could the Marxian approach be cor-
rect when applied to higher education in general
and adjunct faculty in particular?

Was Marx Right?

That part-time faculty are unjustly exploited
seems to be accepted as fact by some educators.
Adjunct instructors arc required by accreditation
agencies to have the same academic credentials as
full-time faculty. They typically have higher teach-
ing loads, no offices, and little status. They arc
paid on a “picce-work™ basis. Leatherman (1998)
quotes the provost of Columbia University as say-
ing: “There are campuses that are opting to re-
place full-timers with part-times for purcly cco-
nomic reasons.” Because individuals, rather than
nstitutions, arc capable of exeraising options, per-
haps the statement should read: “There are pro-
vostsopting to replace full-timers with part-timers
for purcly cconomic reasons.”™

In other words, some administrators act for a

board of trustees in reducing pay for faculty.” The
board of trustees in a private university, unlike the
board of directors in a corporation, acts on the
behaif of no shareholders. The trustees have no
legally transferable right to sit on the board. They
collect no dividends or capital gains. They must
certity on an ongoing basis that they are gaining
no “private benefit,” beyond the compensation
for expenscs, from serving on the board. They
must diligently guarantee that the public purpose
for which the nonprofit was chartered is served
by the activities of the organization. They have
some of the responsibilities of ownership, with few
of the rights thereof] save the ability to hire and
firc the executive staff.

In some institutions, large bencefactors are rep-
rescnted on the board of trustees. For cxample, a
wealthy donor may have his name represented on
buildings to signify a generous contribution to-
ward financing construction projects or scholar-
ships. In this limited sense, such donors use their
own capital in the educational production process
that generates tuition revenue. But it must be
kept in mind that such capital infusions also come
from thosc outside the board of trustees.

With regard to programs for adults and con-
tinuing education, moreover, a link between tu-
ition revenue and board members can scldom, it
ever, be established. Such programs, by design,
do not benetit from the traditional, trustee-financed
amenitics ot a college campus, such as dormito-
rics, libraries, or athletic complexes.® How then,
could Marx be wrong? After all, a leading em-
ployer of adjunct faculty, nontraditional educational
programs, treats the most important factor of pro-
duction in education (teachers) as temporary
workers without permanent wages, tenure, ben-
cfits, or offices.

No, the Marxians Are Wrong (Yet Again)
Educatonal administrators, particularly in non-
traditional programs, act on behalt of no other
stakcholder to turn faculty, the factor of produc-
tion that contributes the greatest share of the rev-
enue, Into remporary, part-ume workers. The
administrators have regular salaries, benetits, ot-
fices, and status. ‘The adjunct faculty members

usually receive none of these forms of compensa-
tion. Inaddition to sceming unjust, the situation
seems indefensible from a market perspective be-
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cause those who skim the proceeds off the top

themselves contribute no appreciable capital or
expertise.” Could it be that adjunct faculty repre-
sent the one verihable real-world example of the
capitalist, frec-market injustice decried by Marx-
ists?

The answer is “Not at all.” Even if he were
an adjunct faculty member pointing out the real-
world applicability of his tdcas to higher educa-
tion, Marx would sull be wrong. The very exist-
ence and growth of for-profit institutions of higher
learning underscores the fact that the market prin-
ciple isalive and well. Accounting tor over 150,000
students as of 1998, such publicly traded, for-
profitinstitutions as The Untversity of Phoenix,
DeVry, and I'T'T Educarional Services show that
barriers to entry, such as accreditation and cor-
porate taxation, have not succeeded in protecring
non-profit universities from competition and al-
lowing abuscs of monopoly power. As Strosnider
(1998) notes: “‘Within little more than five years,
post-secondary proprictary education has been
transformed from a sleepy sector of the economy
to a $3.5 billion-a-year business.” The crux of
the argument against Marx is as tollows.® It ad-
junct faculty members arc indeed being exploited
by corrupt administrators, then they can seek the
market remedy, become entreprencurs, use their
own capital, and form new, for-profit institutions
run by and subject to the adjunct faculty mem-
bers themselves. After all, they currently choose
to voluntarily work for nonprofit institutions, don’t
they? If the adjunct faculty members’ marginal
products are as valuable as they seem to believe,
compared to their presumably excessively low sala-
ries and perks, then such new institutions will even-
tually come to dominate the marketplace and make
both students and faculty members /owners bet-
ter oft. Ortherwise, factors such as accreditation
barriers to entry or economies of scale must be
accounting for a substantial portion of the typical
nonprofit university’s overhead.

Alternatively, if adjuncts really were underpaid
compared to their productivity, it would pay other
employers, in academia or not, to offer them jobs
with higher remuneration. From the fact that the
adjuncts stay where they are, then, we arce entitled
to deduce that these arc their best options, at least
as far as their information is concerned. But more.

Ofters of better jobs can come from not one bur

two dircctions: from the supposedly “exploited”

adjunct professor, but also from other potential
cmployers. That no such ofters have been forth-
coming strongly suggests that the adjuncts are not
being underpaid in the first place.

Of course, adjunct faculty work without coer-
cion. Particularly in business ficlds, the existence
of alrernative modes of employment indicates that
adjuncts voluntanly continue to work as part-tim-
ers, faculty grousing notwithstanding,.

Unionization, as ever, is unncecessary.” Gov-
ernment intervention, to head oftf a dictatorship
of the adjunct faculty proletariat, is ill advised.
Instead, market pressure forces inefficient institu-
tions to cither become more cfficient or fall to
those which do become more efficient. Thus so-
ciety is better served by leaving the situation alone
than by revisiting the old, fallacious Marxian ar-
guments for collective action. 47

References

Barzun, Jacques (1968) The American University: How it
Runs, Where it is Going. New York: Harper and Row.
Bennett, James T., and DiLorenzo, Thomas J. (1989)
Unfair Competition: The Profits of Nonprofits New York:
Hamilton Press. Block, Walter (1996) “Labor Market
Disputes: A Comment on Albert Rees® “Fairness in Wage
Distribution,” The Journal of Intevdisciplinary Econowics,
Vol. 7, No. 3, pp. 217-230. Gappa, Judith M., and Leslic,
David W. (1993) The Invisible Faculty: Improving the Sta-
tus of Pavt-Timervs iu Higher Education. San Francisco:
Jossey-Bass PAblishers. Horton, Marshall J. (1999)
“Nonoptimal Use ot Higher Education,” Economics of Edu-
cation Review Vol. 19, No. 1, pp. 107-111. Horton,
Marshall J., and Parry, Arthur E. (1997) “The Fall and
Rise of the Faculty: Product Developmentin Lean Times,”
The Journal of Continuing Higher Education, Vol. 45, No.
1, pp. 15-21. Knowles, Malcolm S. (1970) The Modern
Practice of Adult Education: From Pedagogy to Andragogy.
New York: The Association Press. Leatherman, Courtney
(1998) “Faculty Unions Move to Organize Growing Ranks
of Part-Time Professors,” The Chronicle of Higher Educa-
tion, Vol. XLIV, No. 25 (February 27), pp. A12-Al14. Marx,
Karl (1954) Capital: A Critigue of Political Economy.
Volume 1. ‘Translated from the Third German Edition by
Samucl Moore and Edward Aveling.  Moscow:  Progress
Publishers. Mises, Ludwig von (1966) Human Action.
Third Revised Edition.  Chicago: Contemporary Books,
Inc. Neufeld, Victor R., and Barrows, Howard 8. (1990)
“Preparing Medical Students for Lifclong Learning,” in
Knowles, Malcolm S. and Associates, Andragogy in Ac-
tion: Applving Modern Principles of Adult Learning, San
Francisco: Josscy-Bass Publishers, pp. 207-226. Reynolds,
Morgan (1984} Power and Prestige; Labor Unions in
Americy. New York: Manhattan Institute for Policy Re-

TEXAS EDUCATION REVIEW « WINTER 2001-2002 45




scarch. Strosnider, Kim (1998) “For-Profit Higher Edu-
cation Sees Booming Enroliments and Revenucs,” The
Chronicle of Higher Education, Vol. XLIV, No. 20 (Janu-

ary 23), pp. A36-A38.

Endnotes

1. Although these authors have been widely (and properly)
associated with the philosophy of free enterprise, this asso-
ciation cannot be made in the present case. With govern-
ment share of gross domestic product already far too high,
and further mounting, the true market advocate would ar-
gue for the extension of tax-exempt status to for-profit
educational firms, as well as retention of the status for non-
profit institutions.

2. Mises (1966) points out that the true capitalist is not a
gambler in the same sense as an investor in an efficiently-
traded stock market (pp. 809-810). The fundamental logic,
however, of the value of the capitalist’s contribution, holds
true.

3. A board of trustees effectively “owns” the institution
collectively since such a board has the legal right to hire/fire
any staff member or administrator and must be able to
perpetuate itself. In addition, the board has a fiduciary
responsibility for the institution. The lawNprohibits any
nonprofit entity from presenting a benefit to a private indi-
vidual. Self-dealing is illegal in each state and is specifi-
cally designed to keep anyone from “owning”™ a non-profit.
Individual board members of private institutions may ex-
pect indirect benefits, such as influence on administrative
decisions, etc.

4. Horton (1999) provides a model in which it is does not
make economic sense for the private university to “exploit”
adjunct faculty.
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5. Some commentators claim that administrators, in addj-
tion to paying adjuncts below-market wages, try to reduce
their prestige as well.  This result is unlikely to obtain in the
long-run; in fact, the opposite is likely to occur. Since status
and remuneration are substitute goods, administrators are
likely to offer adjuncts more of the cheaper of the two,
status, to forestall having to increase pay. In fact, LeTourneay
University in Texas, a long-standing employer of adjuncts
as primary faculty, has divided its adjunct faculty into three
categories (with attendant promotion guidelines) in lieu of
matching its competitors’ pay. An additional characteristic
of private universities is that of mission, in that religious-
affiliation institutions provide a nonpecuniary benefit (be-
lieved to accrue in the hereafter) to those who work for
them.

6. The father of modern nontraditional education, Malcolm
S. Knowles, envisioned a “campus” without any of the
trappings of traditional education {see Knowles (1970) and
Neufield and Barrows (1990)). For those institutions affili-
ated with The Apollo Group, the leading for-profit educa-
tion company, an office suite with an administrative staff
and part-time faculty is all that is necessary 1o offer degrees
|see Strosnider (1998)]. Both the for-profit University of
Phoenix and dozens of non-profit institutions operate un-
der The Apollo Group model.

7. Barzun (1968), the former provost of Columbia, notes
that administrators exist merely “to see that the chalk is
there.” (p. 96)

8. This argument was applied in Horton and Parry (1997)
to the context of curriculum and product development in a
university setting.

9. See Block (1996) and Reynolds (1984).
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