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  Today’s economic crisis: 

      Public universities face severe cutbacks, up to 1/4 of core  

      funds. 

      Private universities have lost funds from donors, grants,  

      earnings. 

  Responses vary, but are largely incremental. 

  Universities face new expectations: help spur recovery,  

  offer workforce development, retrain workers, etc.  

   

  Uncertainties: 

             How deeply will universities be affected by this crisis?   

            Will it affect their long-standing objectives and plans?   

            What steps can be taken to alleviate the potential damage? 

 

 



                 The Great Depression 1929-1940 

The economic picture varied:  

    Most expected a quick rebound, states kept up their funding. 

    The lowest point was 1931-33. Conditions improved slowly. 

Universities: uncertainty, a test of survival, but very few closed. 

    Enrollment declined in the first half of the 1920s, then increased. 

State universities were least affected: funding was stable at first.  

    Later, federal funds paid for student work, dormitory construction. 

    Some universities were helped by good experience in the 1920s.              

          

      Example: University of Michigan:  

    Deeply affected, due to Michigan’s auto industry.  

   State funds for research took a deep cut.  

   State funding for operations dropped sharply. 

   The University eliminated many staff positions & some  

   academic positions. Other academics took 10 percent pay cuts.  

 

       Example: The California Institute of Technology:  

          Clever strategies in the prosperous 1920s.  

    Created a strong base of local donors tied to growing industries.  

    Aggressively recruited top scientists but only in fields tied to physics.   

    Encouraged top scientists to bring young colleagues.  

    Recruited other promising junior academics.  



The 1980s slump: From the mid-70s to the late 80s 

 

Economic turmoil:  

Double-digit inflation, industry cutbacks, a stock market dive,  

international competition.  

Federal spending decreased. Significant cuts for university research. 

Demographic decline in college-ready youth was predicted.  

   In 1975-76, total enrollment declined, the first time in decades.  

   A similar decline occurred in 1984.  

A “new depression” was predicted, with limited state support,  

decreased research funding, and enrollment declines. 

 

Universities “retrenched.”  

They cut expenses, reduced hiring, and slowed the growth of new programs.  

Most increased postdoctoral fellowships and the use of temporary instructors. 

 



                                     World War I and World War II 

 

WW I   1914-1918 

Enrollments dropped 30-40%. College-age men joined the military.  

Revenues, in turn, took a steep decline.  

Inflation was very high due to wartime military spending.  

More than 500 universities agreed to become military training grounds. 

Effects:  

A dramatic rise in engineering studies and, after the war, in business studies.  

University cooperation on war-related projects created good will and  

a precedent for further cooperation with the federal government. 

Many private universities had turned to alumni for donations, continued to do so. 

 

 

World War II   1942-1945 

Initially: Abrupt financial distress, as enrollments dropped.  

New funds again emerged:  

   Scientific facilities and personnel were shifted to military  

   objectives.  

   Universities partnered with industry to meet urgent military needs.  

Federal contracts to universities in 1943-44 were triple their prewar level.  

Contracts continued to grow during the war and into the postwar period.  

 



General observations 

 

Economic cycles take on different characteristics. Effects vary. 

  

There are limits to predicting the depth, the pattern or the timing of recovery. 

 

Universities benefit from the inherent flexibility in the multiple services they offer. 

 

Unexpected shifts in the environment may create ways to move forward.  

  

Realistic decisions and goals are more important than ever.   

   

 

        “Crisis is a time to really think carefully about what to keep  

         and what to terminate. 

         If you act decisively, the institute comes out stronger”  

 

   Arthur Bienenstock, former vice provost and dean of research at  

      Stanford University, recalling different crises over 40 years 

                                          (cited in McNeil, 2009).   


