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The Challenge of Educational Opportunity in Public Policy:
Doing Much More with Much Less -

As we begin a new year with a new

Congress and new siate governors and
legislatures, we pause to reflect on the
central challenge of public policy

regarding

opportunity for

Change in Median Family Income

by Educational Attainment of Householder

Between 1973 and 1992

postsecondary education and training.
That challenge is to do much more
with much less social resource
support.

The Human Capital Agenda

For at least the last twenty years, the
welfare of Americans has been
redistributed along the axis of
educational attainment. Those with
higher educations are holding their
own against inflation. However, those
who ended their educations in high
school are far worse off today than
they were two decades ago.

This redistribution of human welfare
has occurred under both Democratic
and Republican presidents,
Congresses, governors and legislators.
The causes are not political. These
are instead signs of economic
evolution.

* Economic systems originate in their

primitive form where income and

wealth are derived through exploitation

of natural resources, such as mining,

. forestry, fisheries and agriculture. As

™ economies grow and develop, physical
capital investments add further to
private and public income and wealth.
Most recently, in the third stage of
economic develcpment, income and
wealth are generated through
investments in human capital--the
Q
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minds and health of workers.
Labor market data collected and

published in many forms by the
federal government tell a consistent
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and dramatic story of change in the
incomes of workers with different
levels of educational attainment over
the last twenty years. Income is a
solid measure of human welfare in that
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at its basic level income assures that
basic survival needs are met. And at
a higher level, income provides access
to and choices among the abundant
riches available in the American
experience.

The story told by the labor market
data reflect this economic evolution.
Since the early 1970s, people who
entered the labor market with a high
school education or less started out at
the bottom of the salary scale. In
inflation-adjusted terms, their incomes
have dropped sharply--by 20 to 30
percent--from where they started.
Their lives have become an
increasingly desperate and brutal race
for survival. They are losing the race
every day, little by little, taking down
with them the lives of their
dependents, especially their children.
At one time within memory, a worker
needed only to be honest and
hardworking to secure for himself and
his family a decent standard of living.
Honesty and hard work are no longer
sufticient.

At the other end of the educational
attainment axis are people who went
on to higher education and eamed
college degrees.  They too have
encountered some labor market
challenges. But they entered the labor
market at far higher starting salaries
than did those without higher
education. Moreover, their incomes
have largely kept up with inflation,
enabling them to maintain a lifestyle
with access to and choices among the
qches of the American experience.
They have succeeded because they are
honest, hardworking and because they
are higher educated.

These stories from the labor market
data also tell of a growing gap in the
distribution of human welfare,
between those with and without
postsecondary education and training.
Those with education beyond high
school have been pulling away from
those without it for more than two
Q
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decades. The gap is growing, and the
gap is delineated by educational
attainment. Very simply the welfare
of those without postsecondary
education and training has been in a
free-fall for two decades, and the end
of that decline is nowhere in sight. [f
anything, with the pace of economic
change quickening, their prospects are
deteriorating more rapidly than ever.

Beyond the private welfare of
individuals, our social welfare is
directly and immediately impacted by
this redistribution of private income
and wealth, and *° orivate welfare
they yield. Government revenues are
increasingly derived from the higher
incomes of the college educated as a
direct result of income redistribution
across levels of educational attainment.
In 1991, households headed by
persons with at least some college
comprised 45 percent of all
households, eamed 60 percent of all
income, and naid 66 percent of federal
income taxes. In contrast, households
headed by persons without any higher
education comprised 55 percent of all
households, earne: 40 percent of the
income, and paid 34 percent of all
federal income taxes. Over the last
twenty years the proportion of federal
income taxes paid by the college
educated has grown from 42 to 66
percent, while the proportion paid by
those without college education has
shrunk from 58 to 34 percent.

Moreover, a growing share of the
taxes paid by the college educated are
going into social welfare programs for
those who are not college educated.
In state budgets, educational
investments in the future workforce
are being displaced by needs to
finance health care for the poor
(Medicaid) and expand the capacity of
prisons. The poor (mainly womer and
their children) and the prisoners
(mainly men) have the lowest levels of
postsecondary education and training
in society. Many cannot make it on
their own. Thus, they draw
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disproportionately on the social
resources produced by those in whom
investments in postsecondary education
have been made in the past and are
now paying social returns on those
investments. As those in education
correctly point out, pay now or pay
later, but inevitably society will pay
for the education of its citizens.

The human capital investment agenda
is dictated by the changes that occur
naturally in the economy and
educational requirements of its labor
force. It cannot be ignored, as the
political system has chosen to do for
the last 15 vears.

The human capital agenda has both
carrot and stick components. The
carrot is that human capital
investments pay handsome retumns to
both individuals and society. The
stick is that if such investments are not
de, both individuals and society
suffer and pay anyway but in different
and less socially productive forms.

Doing More with Less

While the private and social rates of
retum from human capitalization
investments are powerful arguments
for expanding such investments, only
private investment is expanding.
Social resource investments in human
capitalization programs at the
postsecondary education level have
been cut back sharply at the federal
level and in 49 of the 50 states over
the last 15 years.

The cutback in allocation of social
resource investments in human capital
is so widespread and persistent as to
make one wonder what national
referendum dictated this reversal of
social policy.

At one time within memory--as
recently as the late 1970s--this country
so esteemed higher education
investments that it was willing to
invest an ever larger share of state and

federal tax resources in its future
workforce through its youth. Partly
this expansion was driven by the post-
World War II baby boom. But in no
small part this human capital
investment expansion was also driven
by the War on Poverty programs
conceived and enacted in 1964 and
1965.  These programs--including
several directly related to fostering
postsecondary educational opportunity
for vulnerable populations--sought to
reduce or eradicate poverty by
investing in the minds and bodies of
the poor--adding to their human capital
and value to potential employers.

The social need to increase the human
capital of the less well educated
increased sharply after the early 1970s
as the redistribution of private welfare
according to educational attainment
began.  This redistribution began
about 1973, has continued throughout
the last twenty years, and in fact may
be accelerating in the 1990s (although
economic recession effects may blur
longer term trends buried in recent
labor market data).

Social resource allocation followed the
twin motives of reducing poverty and
reversing deteriorating private welfare
throughout the 1960s and 1970s.
Higher education’s share of the
expenditures of state and local
government increased from 5.5
percent in 1962. to 7.4 percent in
1972, to a peak of 8.2 percent in
1982. But after that states began
cutting back sharply, to a low of 6.4
percent in 1993 despite enrollment
growth during this period. This was
the smallest share of state and local
government expenditures for higher
education since 1964. The 1993 share
is 78 percent of the peak reached in
1982.

The federal government’s allocation of
federal resources for higher education
(limited to student financial aid)
increased sharply from nothing in
1959 to a peak of 0.95 percent of

-
J

federal expenditures in 1981. It too--
like the states--has since dropped, to
0.70 percent ir 1993. The 1993 share
is 74 percent of the peak reached in
1981.

State and federal tax resources
previously allocated to higher
education have been diverted to other
fiscal priorities, mainly health care for
the poor and prisons in state budgets.
This diversion of social resources has
required increased private resource
allocation to higher education to make
up for the loss of federal and state tax
resources. At the federal level this
cost shift from taxpayers to students
has occurred by substituting financial
aid in the form of loans for grants. At
the state level this cost shift has
occurred by diverting tax money to
other state budget priorities and
increasing tuition and fee charges to
students to offset institutional loss of
state tax support.

The results are the same: costs of
higher educating students are shifted
from taxpayers to students. And for
the first time since 1956, in 1993
students paid a larger share of the
costs of their own educations than did
state and local government taxpayers
according to data from the National
Income and Product Accounts.

The prospects for increased social

resource investment in  higher

education have rarely been worse than

they are today.

® Political leadership, apparently
reflecting voter sentiment, seems
bent on reducing taxes, cutting
government expenditures and
eliminating social program
obligations of government.

® [ egislative decisions are incurring
substantial future corrections cost
increases through mandatory and
longer sentencing of prisoners.

® The health care drain on state
finances has yet to be effectively
constrained, either by reducing
poverty or controlling health care
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costs.

® Higher education has ranked at the
bottom of state fiscal priorities for
nearly 15 years, and the most
recent survey of state fiscal issues
barely mentions higher education at
all.

® Moreover, state tax revenue
systems were created in an
economic era that is fast fading and
are poorly positioned to tax
developing economic activity in
support of social needs, however
they are defined and prioritized.

We see no prospect at all of any
resurgence in social resource
allocation to higher education
investments. Higher education has
been hung out to fend for itself.

Making the Best of It

The public policy dilen. na we face
today is the nearly impossible one of
greatly broadening opportunity for
postsecondary educaiion andtraining
at the same time that social resources
allocated for this purpose have been
and are likely to continue to be
sharply reduced.

Ways must be found to broaden
opportunities for postsecondary
education and training because changes
in the labor market over the last
twenty years dictate greater human
capitalization of the labor force. This
mandate cannot be ignored. If we
continue to fail to meet this challenge,
we should expect to continue to divert
scarce and perhaps diminishing social
resources to unproductive social
welfare programs for those without the
numan capitalization investments
required to be self-supporting. The
poor don't go away if we ignore them,
nor do the costs of their survival. Pay
now or pay later, but ultimately
society will pay.

The trajectory of this social and
economic policy is not a matter of
speculation. Labor market,

demographic, fiscal and other data
make clear that we have been on this
path for at least the last 15 years in
virtually every state. There is no
reasonable hope that financing
broadened opportunity for
postsecondary education and training
will come from increased social
resource allocations. Rather, the most
realistic agenda must first focus on
making better use of the social
resources currently provided to higher
education.

The fundamental debate must be

centered on priorities and needs.

Higher education’s track record on

these issues is not a good one.

¢ Many in public higher education
insist that using limited state
resources to subsidize the higher
educations of students from high
income family backgrounds is a
more worthy use of such funds
than is concentrating such subsidies
on students from lower income
family backgrounds that
demonstrate financial need for such
subsidies.

® Many in public higher education
insist that limiting enrollments,
raising admissions standards,
eliminating programs, increasing
class size and faculty workloads,
curtailing library  acquisitions,
deferring facilities maintenance,
making do with antiquated
laboratory equipment and taking
other actions that diminish the
capacity, quality and affordability
of higher education is of lower
priority than wou'd be tapping iato
the foregone institutional revenues
that are available from students
who could afford to pay for more
or all of the cost of their own
higher educations.

Capacity, quality and affordability of
higher education still cost real money,
lots of it. There is no way to provide
and expand capacity in higher
education without money. Thete is no
way to provide depth and breadth of

2l
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programmatic opportunity in higher
education without money. Ther is no
way to make college affordable to the
financially needy without money (are
you listening, federal government?).

These expenditures are legitimately
viewed as investments because they
provide significant financial returns
both to individuals and society over
many decades. Equally important, if
these investments are not made when
students are ready and searching for
postsecondary  opportunities, the
students thus denied become prime
candidates for much larger social
welfare spending later in their lives.

The answer to the dilemma of how to
broaden opportunity for postsecondary
education and training in an
environment of diminished sociai
resources for higher education must
include a refocusing of social
resources on those who are truly
demonstrably needy.

This may not be the only answer. 1t is
probably not a sufficient answer. But
it is most surely a necessary answer,
and it is a process that can be
undertaken within higher education
itself.

As long as higher education continues
to ask states for money to educate
students who do not need state aid to
study, public higher education budget
requests cannot compete with other,
more pressing demands for scarce
state resources. Someday we would
like to see a public higher education
budget request made only for dollars
to educate students who truly need
state assistance to finance their higher
educations. When that occurs, we
think governors and legislators will
favor capitalizing human resources
over prisoners, welfare recipients, and

others who contribute little or nothin
to social welfare.

Its well past time that we began this
task in earnest.
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Net Interstate Migration of Pell Grant Recipients

Since its inauguration in 1973-74, the
federal Pell Grant Program has
retained its focus on students from low
income family backgrounds. This
focus persists despite repeated
Congressional extensions of Pell Grant
eligibility to a broader representation
of students through adjustments to
formulas used to calculate the
eligibility index of applicants for Pell
Grants. Those students added as a
result of changes made in 1978, 1986
and 1992 are still clearly very needy
students. ‘However, their addition to
the Program has diluted the purchasing
power of the Pell Grant maximum
award for those for whom the program
was originally created as funding has
not kept up with eligible applicant
growth and college cost increases.

Under a national eligibility index
formula, variations in the proportions
of undergraduates in each state who
receive Pell Grants are largely
explained by variations in state per
capita personal income as shown
previously in OPPORTUNITY (#27).
This national standard is helpful in
measuring and comparing the efforts
of states to provide state-funded
financial aid to their own residents as
reported in OPPORTUNITY (#22).

Here we examine another aspect of
state service to their postsecondary
students from low income family
backgrounds: net migration of Pell
Grant recipients between states. Some
states have more Pell Grant recipients
enrolled in their postsecondary
institutions than they have state
residents who receive Pell Grants.
These states attract Pell Grant
recipients to their institutions. Other
states have fewer Pell Grant recipients
enrolled in their postsecondary
institutions than they have state
residents receiving Pell Grants. These

Q

1978-79 to 1992-93

Pell Grant Recipient Net Interstate Migration Rates
1992-93

Dist of Col
Rhode Island
Utah T

Yest Virginia
Alabama T
Arizona T

Tennessee
Virginia 1

South Dakota

Massachusetts
Missouri
Delaware T
Vermont t

New Hnmpshire r
Kansas

North Carolina
Kentucky 7§

North Dakota 1
¥yoming T
Oklahoma
Indiana

Towa
Pennsylvania T
New York 1
Georgia
Nebraska T
Idaho
Louisiana
Arkansas 1
Minnesota T
Colorado T
Ohio
Mississippi T
Yashinglon T
Texas
South Carolina
Oregon
Maryland t
California
Hawaii T
¥isconsin 1
Florida
Michigan
Nevada T
New Mexico T
Connecticut 1
{llinois
Montana T
Alaska
New Jersey
Maine 1

Net Migration Rate

states are net-exporters of their for each state over the last 15 years.
students from low family income This analysis finds that most states can
backgrounds to other states. be classified as a) net importers of

postsecondary students from low
Because Pell Grant Program data are family income backgrounds, b) net
compiled and reported each year, the exporters, c¢) changing from net
available data permit an analysis of importers to net exporters, or d)
trends in net migration of students changing from net exporters to net
from low income family backgrounds importers.

1.
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We interpret net migration data as
reflecting each state’s environment for
providing postsecondary educational
opportunity 1o its citizens from low
income family backgrounds.

® The net importers apparently
provide attractive  educational
opportunities  for Pell Grant

recipients because they attract Pell
recipients from other states.

® The net cxporters fail to do so, and
more of their residents leave to
study in other states than enter the
state.

Across the 50 states and over time, we
can expect to find some states crossing
this boundary.

® Berween 1978-79 and 1992-93 six
states have moved from being net
exporters of Pell Grant recipients to
become net importers, and thus
have improved their educational
environment for students from low
income family ba ‘grounds.

® However, eight states have shifted
from being net importers to net
exporters of Pell Grant recipients,
and we thus conclude that their
educational  environment  has
deteriorated for students from low
income families. The public higher
education institutions in these states
are known to be operating under
extraordinary fiscal constraints
Sfrom their states.

The Data and Analysis

Summary statistics of each year's Pell
Grant Program are compiled and
published in the Pell Grant End-of-
Year Peport by the U.S. Department
of Edication.

These statistics cover many important
financial aid applicant characteristics
and are compiled from data reported
by virtually all financial aid applicants
on the various financial aid application

forms (recently reduced to one by
federal action). For some of the
reports in the End-of-Year Report, data
on applicants are merged with data on
recipients, and this Pell Grant
recident information is also compiled
and reported.

Title 1V/Pell Gramt End-of-Year
Report  1992-93, Central Processing
System Product CP/3/10, presented to
U.S. Department of Education,
Waishington, D.C., by National
Computer Systems, Iowa City, lowa.

Among the reported summaries are

Pell Grant ' recipients by state and

control of institution, and Pell Grant

recipients by state of legal residence

and control of institution.

@ States include the S50 states plus the
District of Columbia and an "all

others" category that includes
Puerto Rico and the scattered
Caribbean and Pacific islands

associated with the United States
(American Samoa, Guam, Virgin

Islands, Marshall Islands, etc.)
whose residents are eligible for Pell
Grants.
® [nstitutional control has three
classifications:  public, private
nonprofit, and private profit
making.

® Recipient data includes both the
number of Pell Grant recipients and
the total dollars they received.

The difference between the statewide
totals for enrollment by location of
institution and state of residence
represents the net migration of Pell
Grant recipients between states that is
the focus of this analysis.

Net Migl.'ation by Stete in 1992-93

In 1992-93 net interstate migration
rates ranged from +67.4 percent for
the District of Columbia to -13.4
percent for Maine. The District of
Columbia had the largest net import

12

rate for students from low income
family backgrounds, and Maine had
the largest state net export rate. (The
"all others" category--largely Puerto
Rico--had a net emigration rate of -
20.1 percent.)

This net migration rate is calculated
according to the following example.
For the 1592-93 academic year, the
District of Columbia had 6,558
residents who received federal Pell
Grants. But there were 11,031 Pell
Grant recipients enrolled in
postsecondary institutions in the
District. The difference of 4,443 is
the nwmber of net immigrant Pell
Grant recipients for the District. This
net gain, divided by the number of
Pell Grant recipients who were
residents of the District, is its net Pell
Grant migradon rate (4443/6558
=+67.4%). All other net interstate
migration rates are calculated in a
similar manner including net
emigration rates.

The states with net Pell Grant recipient
immigration rates greater than 10
percent in 1992-93 were the District
of Columbia, Rhode Island, Utah,
West Virginia, Alabama, Arizona
and Tennessee. These data are shown
in the first chart contained in this
report.

The states with the largest numbers of
net Pell Grant recipient immigrants
were New York (+8627), Alabama
(+8191), Tennessee (+7256),
Arizona (+ 7113), Utah ( +6070), and
Virginia (+6064). Because Pell
Grants are dollars, these states gained
federal student financial aid. New
York had a net gain of $18.1 million
in federsl Pell Grant assistance,
Alabama $13.2 miltion, T-.nnessee
$12.4 million, Avizona $11.2 million,
Utah $10.8 million, and Virginia $9.2
million.

The states with the largest net Pell
Grant emigration rates were Maine,
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New Jersey, Alaska, Montana,
Illinois and Ccnneciicut. All had net
migration rates greater than a negative
five percent in 1992-93. Their
ratesare also shown in the first chart
of this report.

The states with the largest numbers of
Pell Grant recipient emigrants were
"all others” (mainly Puerto Rico) (-
45,209), Tlinois (-11,036), New
Jersey (-9825), California (-7363),
Florida (-6037), and Michigan (-
5387). As net out migration states,
these states lost federal Pell Grant
dollars as follows: "all others” -$72.1
million, Illinois -$19.4 million, New
Jersey -$15.2 million, California -
$14.6 million, Florida -$9.7 million,
and Michigan -$9.4 million.

Change in Net Interstate Migration,
1978-7¢ to 1992-93

Over the fifteen year span of this
analysis, trends and patterns of net
migration across the states are likely
to change. These trends and patterns
are important to our assessment of
changes in each state’s postsecondary
environment for students from low
income family backgrounds over this
15 year period. There are different
ways to examine these trends and
patterns. We offer two here.

The first assessment of change in each
state's climate for Pell Grant recipients
is summarized in the chart on this
page. Here we have plotted the
change in each state’s Pell Grant net
migration rate between 19/8-79 and
1992-93. Twenty-two states saw their
Pell Grant net interstate migration rate
increase, 29 saw their rates decline,
and one was unchanged. (We have
counted as state the District of
Columbia and "all others” [mainly
Puerto Ricol).

The states with the greatest increase in
Pell Grant net interstate migration
rates over this fifteen year period were
© District of Columbia, Alaska,
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Change in Pell Grant Net Interstate Migration Rates
between 1978-79 and 1992-93
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Utah, Idaho, Rhode Island and
Nevada. The states with the largest
decrease in Pell Grant net interstate
migration rates were Indiana, New
Hampshire, West Virginia,
Tennessee, Maine and Kentucky.

Another assessment is possible by
eyeballing the state lines in the table
on the following page on Pell Grant
Net Migration Rates by State for the
fifteen year period between 1978-79
and 1992-93,

3

Most states can be assigned to one of
four groups along an axis beginning
with the most favorable environments
for students from low income family
backgrounds reflected in immigration
rate and ending with the least
favorable environments reflected in
emigration rates. In bhetween are
states shifting from out-to-in migration
(which we term as improving) or from
in-to-out migration (which is a
deteriorating environment). Our
classification of states is the following:
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State Environment for Pell Grant Recipients
Based on Net Migration Patterns
Net Exporters to Net Importers to
Net Importers Net Importers Variable Net Exporters Net Exporters
(Good) (Improving) (Mixed) (Deteriorating) (Bad)
Alabama Georgia Florida California Alaska
Arizona Idaho Louisiana Colorado Connecticut
Arkansas New York Ohio Maryland Dist of
Delaware Pennsylvania Mississippi Columbia
Indiana Utah Oregon Hawaii
Iowa Wyoming Texas Illinois
Kansas Washington Maine
Kentucky Wisconsin Michigan
Massachusetts Montana
Minnesota Nevada
Missouri New Jersey
Nebraska New Mexico
New Hampshire South Carolina
North Carolina All others
North Dakota
Oklahoma
Rhode Island
South Dakota
Tennessee
Vermont
Virginia
West Virginia

The states in the first column are the
traditional net importers of Pell Grant
recipients, and the states in the last
column are the traditional net
exporters.

Perhaps most encouraging in the
dynamics of shifting state
environments for the education of
students from low income family
backgrounds are those states that have
moved from being net exporters to net
importers: Georgia, ldaho, New
York, Pennsylvania, Utah and
Wyoming. Generally the increases in
the net migration rates are not great,
but they have shifted the states from
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negative to positive terntory.

The most discouraging are those states
that were once net importers of Pell
Grant recipients but have become net
exporters. These states are
California, Colorado, Maryland,
Mississippi, Oregon, Texas,
Washington and Wisconsin.

The changing state climate for students
from low income family backgrounds
appears to be related to changes in
state tax support for higher education
in the states. Our measure of state tax
support for higher education is state
tax fund appropriations for ope,tﬁoag

expenses of higher education per
$1000 of personal income. (See
OPPORTUNITY #29, November
1994, for detail.) Overall, state tax
appropriations per $1000 of personal
income for higher education declined
by 28.8 percent between the peak in
1978-79 and 1994-95. In the six
states listed above where the state
environment for Pell Grant recipients
improved between 1978-79 and 1992-
93, the decline in state tax
appropriations for higher education
averaged 25.0 percent. In the eight
states where the state environment for
Pell Grant recipients deteriorated, the
average decline in state appropriations
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Pell Grant Recipient Net Interstate Migration Rates
for Public Higher Education, 1992-93
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for higher education per $1000 of
personal income was 33.7 percent.
The greater reductions in state tax
support for higher education appear to
have had especially adverse impacts on
the state environments for students
from low income family backgrounds.

Net Migration for Public Higher
Education in 1992-93

The Pell Grant End-of-Year Report

data are tabulated by institutional
Q

control: public, private nonprofit, and
private  profit making. These
tabulations permit  state-by-state
analysis of net interstate Pell Grant
recipient migration by institutional
control.

In 1992-93, 64.7 percent of all Pell
Grant recipients were enrolled in
public colleges, universities and other
postsecondary institutions. The public
postsecondary institutions in
Delaware, West Virginia, Maryland

17

and Alabama had the highest net
import rates among Pell Grant
recipients, as shown in the attached
chart. Pell Grant recipients came into
these states and enrolled in public
institutions at somewhat higher rates
than did residents of these states leave
to enroll in public institutions
elsewhere. The states with the largest
net gain in numbers of Pell Grant
recipients were Alabama (+4551),
Maryland (+3471), Louisiana
(+3166), North Carolina (+2403),
Kentucky (+2281), Arizona
(+2219), West Virginia (+2071) and
Virginia (+2037).

The states with the largest net export
rates for public institutions in 1992-93
were the District of Columbia,
Alaska, New Jersey, Illinois and
Connecticut. More state residents
with Pell Grants left these states to
study in public higher education
institutions elsewhere than did students
with Pell Grants come from other
states to study in these. The states
with the largest numbers of Pell Grant
recipient emigrants were Ilinois (-
3692), New Jersey (-2046), Florida (-
1362), New York (-1146) and
Pennsylvania (-1108). In addition,
the "all others" category (mainly
Puerto Rico) sent 31,049 more Pell
Grant recipients to the states than they
imported from the states.

Net Migration for Private Nonprofit
Higher Education in 1992-93

In 1992-93, 17.9 percent of all Pell
Grant recipients were enrolled in
private  nonprofit colleges and
universities. The pnivate nonprofit
higher education institutions in the
District of Columbia, Rhode Island,
Utah, Tennessee and North Carolina
had the highest net immigration rates.
That is, private colleges and

universities in these states attracted‘
more Pell Grant recipients as a
proportion of Pell Grant residents of
these states than any other states.
Each of these states has major private

BEST COPY AVAILABLE
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institutions that draw in nonresidents
with Pe'” Grants. The states with the
largest numbers of net Pell Grant

immigrants were  Massachusetts
(+5519), Utah (+4398), District of
Columbia (+4376), Tennessee

(+4155), Missouri (+4149), North
Carolina (+3648) and Rhode Island
(+3312).

The states with the largest net Pell
Grant recipient rate deficits for private
colleges and universities were

Wyoming, Nevada, Alaska, New
Mexico, New Jersey and Colorado.
These states generally have relatively
small private sectors, and thus students
wanting to enroll in a private college
or university had to leave their state of
residence to do so. Wyoming, for
example, has no private colleges or
universities. Thus all 534 Wyoming
residents with Pell Grants who were
enrolled in private nonprofit higher
education had to leave Wyoming to
enroll in such institutions. The states

Pell Grant Recipient Net Interstate Migration Rates

for

Dist of Col
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Private Nonprofit Higher Education, 1992-93
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15

" Maryland (-2193).

with the largest net numbers of Pell
Grant emigrants enrolled in private
nonprofit higher education were New
Jersey (-6058), Ilinois (-2532),
California (-2399), Texas (-2327) and
In addition, the
"all others” category (mainly Puerto
Rico) sent to the states 10,441 more
Pell Grant recipients than they
imported in 1992-93.

Net Migration for Profit Making
Postsecondary Education in 1992-93

In 1992-93, 17.4 percent of all Pell
Grant recipients were enrolled in
private profit making postsecondary
institutions.  The states with the
largest net immigration rares for
private profit making schools were
Wyoming, South Dakota, Arizona,
New Hampshire and Alaska, as
shown on the attached chart. With the
exception of Arizona, these states had
only small profit making
postsecondary sectors and thus small
numbers of net immigrants contributed
to large net immigration rates. The
states with the largest numbers of net
Pell Grant immigrants for profit
making schools were New York
(+7565), Arizona (+6692),
Pennsylvania (+4115), Virginia
(+3575), Alabama (+2048) and
Tennessee (+2045).

The states
emigration

with the largest net
rates for Pell Grant
recipients in profit making schools
were  Wisconsin, Montana, New
Mexico, North Carolina, Vermont
and Mississippi. The states with the
largest numbers of net Pell Grant
emigrants among those enrolled in
profit making institutions were Ilinois
(-4812), California (-4109), Michigan
(-3362), Florida (-3140), and
Maryland (-2277). The "all others"
category (mainly Puerto Rico)
exported 3739 more Pell Grant
recipients to proprietary institutions in
the states than they imported from the
states.
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Pell Grant Recipient Net Interstate Migration Rates
for Private For-Profit Postsecondary Education, 1992-93
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Across all three types of institutions,
some states were net importers in all
three categories, some were net
exporters in all three, and most were
mixed with net gains in one or two
and losses in the remainder. The
states that were net importers of Pell
Grant recipients in all three categories
were: Rhode Island, Alabama,
Tennessee, Virginia, Kentucky,
North Dakota and Oklahoma. The
states that were net exporters of Pell
Grant recipients in all three categories

were “all others,” Maine, New Jersey,

Montana, [llin:is, Michigan, Florida
and California.

Summary

We set out to use net migration of Pell
Grant recipients as a measure of each
state’s environment for providing
opportunity for students from low
income family backgrounds. The
analyses and findings point us toward
the following conclusions.

There are five states that were net
exporters of Pell Grant recipients

overall in 1992-93, net exporters of
Pell Grant recipients for each of the
three types of institutional control,
plus their net migration rate for Pell
Grant recipients declined between
1978-79 and 1992-93. They are:
Maine, Illinois, Michigan, Florida
and California. Each of these states
was also a net exporter of college
freshmen who graduated from high
school during the previous 12 months,
as reported in OPPORTUNITY #30
last month. These findings indicate
that the environment for students from
low income family backgrounds is not
as attractive as is the environment
provided by other states. Our analysis
does not say why--only that this
conclusion is supported by the findings
reported here.

In addition, there are six states where
the Pell Grant net migration rate in
1992-93 was negative and deteriorated
between 1978-79 and 1992-93. These
six states are: New Mexico,
Wisconsin, Maryland, Oregon,
Texas and Washington. For the same
reasons, the environment for students
from low income families in these
states should be carefully examined.

Index of Postsecondary Opportunity
Finally, these data when combined
with other state-level analyses of
opportunity for postsecondary
education and training suggest that
significant parts of the environment
within states for education after high
school can be measured and compared
to those of other states. Many of
these comparisons have been examined

and reportedd in previous issues of
OPPORTUNITY.

In a future issue of this research letter,
we will propose for discussion a "State
Index of Postsecondary Opportunity”
based on these various medsures of
state effort, especially for the
vulnerable populations that are the
targets of public policy, programs and
appropriations aimed at broadening
educational opportunity.
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Legislatures (NCSL) has released its
final annual report on state budget
actions for the 1995 fiscal year. This
report updates our presentation from
the NCSL preliminary survey and
report published in the September
1994 issue of OPPORTUNITY.

Higher educational opportunity costs
money: capacity costs money, cuality
costs money and affordability costs
money. Without adequate and
appropriate funding, higher
educational opportunity is sacrificed,
especially for vulnerable populations
such as those from low income, first
generation and minority backgrounds.
The sharp retrenchment in state
financing of higher education over the
last 15 years has produced the
expected compromises to capacity,
quality and affordability for these
populations. It is against this
background that we examine state
financing of higher education, state-

\N218
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picture is better than it has been in
recent years, but not by much.

The NCSL report is especially valuable
to those concerned with public higher
education finance because it is the first
report on state appropriations for
higher education, and in particular
because it highlights the competition
for limited state funds between higher
education, K-12 education,
corrections, AFDC, and Medicaid.
These five areas accounted for more
than 60 percent of state general fund
appropriations  for FYI995 and
generally draw significant public
scrutiny and discussion in the annual
budget cycles of the states. Higher
education accounted for about 12
percent of state genergl fund
appropriations for FY1995.

State appropriations include both

appropriations from each state’s
general fund plus the appropriation of

FY1990 to FY1995
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FY1995 State Budget Actions
The National Conference of State by-state and year-by-year. The overall "earmarked” funds. General fund

budgets are the largest single source of
funding for state programs and
comprise about half of total state
budgets. With some exceptions most
state tax revenue goes into the state
general fund. Additional
appropriations from earmarked funds
also support state general fund
appropriations for higher education in
21 states.

Eckl, C. L., Carter, K., and Perez,
A.  State Budget Actions 1994.
Denver: National Conference of State
Legislatures. November 1994.

Recent Trends and Patterns

- FY1995 state general fund

appropriations for higher education
were  $40,907,800,000, or 11.7
percent of all state general fund
appropriations. This was the same as

Annual Changes in Major Expenditure Categories
from State General Funds
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the 11.7 percent in FY 1994, but down
from 12.9 percent in FY1993, 13.0
percent in FY1992, and 13.4 percent
in FY1991 according to past NCSL
reports. Higher education’s share of
state budgets held constant in FY 1995.

The magnitude of this decline for
higher education since FY1991 is
readily measurable: each one percent
decline in state general fund budget
shares cost higher education about
$3.5 billion. The 1.7 percent loss in
higher education’s share of state
general fund appropriations in FY 1995
compared to FY 1991 meant that public
higher education received about $5.9
billion less than it would have if it had
received the FY1991 share of state
general fund budgets. The loss of 1.7
percent in state general fund budget
share resulted in a 12.6 percent
reduction in state general fund
appropriations for higher education
during this period.

In twenty one states, general fund
appropriations are supplemented with
earmarked funds. These funds are
special funds that are dedicated to
higher education. In addition to the
$39.4 biliion in state general funds
appropriated for higher education,
earmarked funds added $2.4 billion to
state funding in these 21 states. Over
half of these earmarked funds for
higher education were produced in just
three states: New York ($643 million)
where earmarked funds provided 25
percent of all state higher education
funding, New Mexico ($383 million
and 47 percent), and Florida ($338
million and 17 percent).

Winners and Losers

FY1995 appropriations from general
and earmarked funds compared to
FY 1994 expenditures showed a 4.3
percent increase for higher education
across the states. This was the largest
increase in the last six years. But it
was also less than the 4.8 percent
increase in general fund
@~ "propriations. Corrections was the

ERIC

IToxt Provided by ERI

big winner at 8.0 percent increase,
followed by 7.4 percent for K-12
education, and 4.9 percent increase for
Medicaid. AFDC funding had the
smallest increase at 2.1 percent.

Across the states the range in funding
changes was from +39.8 percent in
Mississippi to -5.2 percent in
Washington.  States with funding
increases greater than 10 percent also
included Georgia (+15.8%),
Alabama (+14.4%), Idaho (12.0%),
Rhode Island (10.8 %) and Maryland
(+10.3%). State funding reductions
for higher education also occurred in
Montang (-3.8%), Texas (-2.4%),
Alaska (-1.6%), Kansas (-1.4%),
New Jersey (-1.2%), and Vermont (-
1.0%).

Leading Fiscal Issues

The annual NCSL survey includes a
subjective assessment of the three top
fiscal issues in each state during the
1994 legislative session. This

assessment provides some insight into’

higher education’s fiscal priority in the
states, especially compared to
competing demands for limited state
resources. The numbers of states
listing leading fiscal issues were:

K-12 education 18 states
Lowering taxes 18 states
Health services 14 states

Welfare, social services 9 states
State employee salaries 8 states
Corrections 6 states
Higher education 3 states

The three states listing higher
education as a major fiscal issue were
Colorado, Tennessee and West
Virginia. Apparently governors and
legislators in the other 47 states plus
Puerto Rico continued to feel higher
education was not a top state fiscal
issue in 1994 despite 15 years of
steady assault on public higher
education funding.

Bleeding for the Poor
The National Association of State
Budget Officers (NASBO) conducts a

parallel survey of state spending using
somewhat different categories for
expenditures. A recent NASBO report
showed changing fiscal priorities of
states with a comparison of shares of
state spending for each of these
functions in FY1989 and FY1993.

1993 State Expenditures Report.
March 1994, Washington, DC:
National Association of State Budget
Officers.

Our version of the NASBO chart is
shown on page 16. The only category
of state expenditures that grew
between FY1989 and FY1993 was
Medicaid. All other expenditure
categories (except corrections) shrank
to pay for the exploding share of state
expenditures claimed by health care
for the poor. Higher education was
only one of many victims in this
reallocation of state resources. But
this is a painful reminder of the recent
failure of Congress to address the ever
growing claims of health care on
national resources including those
investments that offer some promise of
reduced Medicaid costs in the future.

Human Decapitalization

The reductions in higher education’s
share of state appropriations and
expenditures reported by NCSL and
NASBO do not describe the whole
picture of higher education finance in
the United States. The revenues of
higher education include institutional
charges, federal sources, gifts and
endowment income, auxiliary
enterprises, and other sales and
services. But states still provide by
far the largest scurce (38%) of public
higher eaucation's revenues. The
decline in state financial support for
higher education has been partially
made up by large increase in tuition
and fee charges to students. These
students charges have been imposed
almost entirely without state (or
federal) regard for the financial

s




Percent Change in State Funding for Major Program Categories
FY1994 Expenditures to Y1995 Appropriations
Higher K-12 General Fund
" State : Education Education Corrections A¥FDC Medicaid | Appropriations

Mississippi 39.8% 10.6% 9.9% 7.6% 2.4% 16.6 %
Georgia 15.8 3.7 11.3 3.4 11.3 6.3
Alabama 14.4 16.2 -3.0 2.9 15.8 7.5
Idaho 12.0 16.6 12.8 9.4 10.7 13.9
Rhode Island 10.8 N/R 0.0 -4.1 8.2 3.9
Maryland 10.3 6.4 6.0 -3.1 5.5 4.8
Florida 8.5 6.8 9.2 -4.9 10.6 7.6
Utah 8.5 6.8 9.3 10.9 15.7 8.6
Arizona 8.3 6.4 19.6 -2.9 7.9 8.7
New Mexico 8.2 8.7 8.1 4.6 17.5 1.9
Missouri 7.6 16.4 9.0 3.6 17.5 8.3
Puerto Rico 7.3 9.4 6.3 13.6 2.3 5.8
Ohio 6.4 4.8 11.6 35 7.2 8.7
Oregon 6.4 25.1 0.8 11.2 20.6 6.2
New Hampshire 6.2 -9.9 7.1 19.3 N/R -16.8
Louisiana 6.0 2.8 0.5 -5.9 9.8 2.9
Delaware 59 7.6 8.1 -1.4 4.3 17.3
Massachusetts 53 13.2 N/R N/R 2.8 5.1
Illinois 5.2 4.6 5.0 8.3 6.2 2.6
California 5.0 3.3 9.0 1.2 -5.6 4.2
North Carolina 4.9 9.1 20.9 3.7 19.2 15.7
Wyoming 4.7 -12.6 10.2 -12.6 33.6 -1.0
Pennsylvania 4.3 2.4 19.5 3.2 6.5 4.8
North Dakota 4.1 4.1 4.0 3.9 4.0 4.1
Minnesota 4.1 4.1 14.2 -3.8 11.2 4.1
Tennessee 3.9 4.0 0.9 12.1 -1.2 1.1
Viiginia 3.8 9.8 20.3 1.0 13.7 7.1
Iowa 3.6 2.9 3.1 -1.0 7.1 3.5
South Dakota 3.5 9.7 12.3 2.5 12.5 0.5
Nebraska 3.2 6.4 6.1 19.4 7.7 2.9
Michigan 3.1 72.0 7.5 -4.7 3.4 1.9
Colorado 3.0 6.1 8.7 7.0 5.2 5.9
Kentucky 2.3 . 4.5 9.6 -0.2 8.2 6.1
New York 2.3 1.3 5.3 6.3 N/R 7.2
South Carolina 2.2 5.1 7.7 2.4 2.4 5.0
West Virginia 2.2 5.4 36.8 21.8 11.6 5.7
Wisconsin 1.8 12.6 7.5 1.1 6.9 7.8
Hawaii 1.6 -0.1 4.0 17.6 4.9 5.9
Connecticut 1.0 4.1 16.8 3.2 9.7 6.4
Maine 1.0 0.4 13.3 -16.4 -1.0 3.8
Arkansas 0.7 5.9 5.2 6.0 11.0 35
Indiana 0.6 2.9 0.3 4.0 -12.8 -1.0
Oklahoma 0.2 3.4 6.1 -6.0 0.7 3.2
Nevada 0.1 6.0 2.4 14.2 20.7 7.8
Vermont -1.0 -1.0 15.4 -1.2 8.4 4.2
New Jersey -1.2 -12.4 2.9 -2.6 3.1 1.8
Kansas -1.4 4.9 5.4 6.4 6.9 6.2
Alaska -1.6 2.5 -3.4 3.4 2.7 -22.4
Texas -2.4 2.1 1.9 6.7 12.2 0.8
Montana -3.8 2.2 -0.3 5.2 7.2 24.2
Washington -5.2 5.1 4.5 1.4 17.7 1.3

Average 4.3% 7.4% 8.0% 2.1% 4.9% 4.8%

Median 3.9% 5.0% 7.5% 3.4% 7.2%
N/R = no response. Source: State Budget Actions 1994, National Conference of State Legislatures.
¢ 5
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resources of students to pay them. And since many students
cannot pay them, they borrow from their future incomes to
finance their current higher education expenses.

Shares of State Spending by Function
FY1989 and FY1993

The paradox of educational finance is that while education is

the most obvious remedy for the social ills of poverty and

crime, states are reducing the share of their resources for the K-12 Education
remedy for these social ills while they are increasing the share

of their resources allocated to their symptoms.
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Bigher Education @ Fiacal Year
Clearly the social valucs reflected in these state tiscal priorities
have changed over time. Those in education will say "pay
now or pay later, but society will pay for the education of its Cash Assistance
citizens." Apparently the choice has been made to address
symptoms rather than causes of social ills. This choice

reflects what economists call the discount rate on future

;7//”/
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Medicaid 1§
values, or more simply the way we see the needs of the 184
present versus the needs of the future. We have chosen to
diminish social investment in human capital that pays off in Corrections {oika

the future in order to address current social ills like the
growing crime threat to our private welfare. And we have
allowed an insatiably greedy private health care system to run
wild without either economic or political constraint on its self
interest, all at the expense of future public welfare.
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That welfare is defined in terms of human capital--its quantity, ALl Other

quality and distribution--that require long term public and
private investments. The reduction in social investments in

human capital being made today cannot help but cripple the 0 5 10 ;5 20 2; 3.0 a5

human capital base on which future social and private welfare Percent of State Spending
depend.
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"I worked my way through college.
You should too."
In October of 1993 the Census Bureau

Employment Rates of
counted 13.9 million students enrolled

in college, 8.3 million of whom were High School and College Students by Age
also employed. About six out of every 1993

ten college students were holding down
jobs, over half of these full-time.

Employed

. Full-Time

//%é/" Part-Time

Here we examine employment data on
college students from the Census
Bureau’s Current Population Survey,
UCLA's annual The American

Freshman survey, and other sources to
‘explore the interaction between
concurrent college enrollment and
employment. 18-19

High School Students

This examination was inspired by a

legislative inquiry to the State of 18-19
Washington Higher Education
Coordinating Board a few years ago

asking vhy students today couldn’t 20-21
work their way through college just

like the legislator did in his youth.

The answer is: most are trying to, but 0294 -
the disparity between the decreasing

real minimum wage and increasing

real college attendance costs places 25-29
hours to be worked beyond human

endurance.

College Students

i

30-34
Our findings are detailed in the

analysis reported here. Among the
highlights are these: 95 +
® In 1993, 60 percent of all college
students were also employed.
® Sixty-five percent of all college .
students were enrolled full-time. 0 10

. Forty-six percent of the full-time

i
i
|
i
|
i
i
|
I
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college  students were also Cumulative Percent Employed

enmployed. employed. college full-time and was also
® FEighty-four percent of the part-time ® An astounding 936,000 students - employed  full-time. (Get a life

college enrollment was concurrently one in fifteen was both attending already!)
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The Data Used

The data analyzed and reported here
were drawn mainly from the Census
Bureau’s Current Population Survey.
These data have been reported in
annual reports since 1987. They
permit descriptions of high school and
college enrollment and employment by
type of college, age, gender and
race/ethnicity. We have also used
data collected in the annual UCLA
Freshman Survey since 1978 for more

insight into on-and off - campus
employment, and employment rates
among freshmen by institutional type
and control.

Bruno, R. R., and Adams, A. School
Enrollment-Social and  Economic
Characteristics of Students: October
1993, U.S. Bureau of the Census,
Current Population Reports, P20-479,
U.S. Govermment Printing Office,
Washington, DC, 1994.

Definitions of full- and part-time
enrollment and employment are about

Postsecondary Education
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Iowa City, Iowa 52244

ISSN: 1068-9818
This research letter is published twelve
times per year. Subscriptions are $84

for twelve issues in the United States
only. Subscriptions may be started by
check or institutional purchase order,
mailed to the above address or faxed
to the fax number below. Please use
the subscription order form on the
back page of this issue.

Employment Rates of
High School and College Students by Gender
1993

Gender

' Males
f////; Females

Editor and Publisher

Thomas G. Mortenson

Phone: (319) 351-4913

Fax: (319) 351-0779
E-mail: tmort@blue.weeg.uiowa.edu

TIN: 470520190 -

15

16-17

| Mission Statement
I This research letter is founded on two
, fundamental beliefs.  First, sound
‘ public social policy requires accurate,
current, independent, and focused
information on the human condition.
Second, education *. essential to the
development of human potential and
resources for both private and public
benefit. Therefore, the purpose of this
research letter is to inform those who
formulate, fund, and administer public
_ policy and programs about the
A S 3.2 condition of and influences that affect
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for all Americans.
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what one would expect. A full-time
college student took twelve or more
hours of classes during the average
school week and the part-time student
took less. A person employed full-
time worked 35 or more hours per
week while a person employed part-
time worked one to 34 hours per
week.

Age

e L)

The chart on the first page summarizes
employment rawes of students enrolled
in high school and college by age
cohorts.

The high school data are for full-time
school enrollment only. At age 15,
out of 3.3 million enrolled in high
school, 289,000 were also working
part-time and an additional 13,000
were reportedly working full-time.
The employment rate was 9.3 percent.

At ages 16 and 17, the employment
rate jumps to 29.7 percent, and for
those 18 and 19 year olds still enrolled
in high school the rate increases
further to 34.6 percent.

College enrollment begins for most
students at age 18, although the
Census Bureau found 123,000 15 to
17 year olds in college. We will skip
this small group here.

Between the ages of 18 and 21 about
half of all students work, but only
about one in five who works is
employed full-time. Beyond age 21,
however, tiie proportion of students
continues to increase while the
proportion of those working full-time
rises sharply. Beyond age 24, more
than half of all students are also
working full-time.

Gender

.Males and females follow generally
similar patterns of employment while
enrolled in school or college. Less
than ten percent of 15 year olds work,

Q

Employment Rates of
High School and College Students by Race/Ethnicity

1993
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and this percentage rises with through
age 25. From 25 years onward, about
70 percent of both males and females
enrolled in college are also employed.

There is one interesting variant on this
overall pattern. Female students are
more likely to hold a job than are
male students from age 15 through age
21. Between the ages of 22 and 24,
male and female college students are
about equally likely to be employed.
But from age 25 onward, male college

20

College Students
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students are more likely than females
to have a job while enrolled in
college.

Race/Ethnicity

The Census Bureau publishes
racial/ethnic  data for the total
population,  whites, blacks and

Hispanics. While these classifications
are helpful, they both overlap and are
incomplete.  The ethnic data for
Hispanics overlaps the racial data
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Change in Employment Rates of
High School and Coliege Students by Age
Between 1987 and 1993
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because Hispanics may be of any race.
The residual population is total
population less whites and blacks.

We have reworked the data for these
Census  classifications into  four
classifications that are complete and
avoid overlaps: Anglos (non-Hispanic
whites), blacks, Hispanics, and other
race (mainly Asians). We assume that
all ethnic Hispanics are racially white,
and that the other race residual is
mainly Asian although American

Indians are also included in this group.

The results--shown on page 3--reveal
quite differcnt rates of employment
across racial/ethnic groups at most age
levels. In high school Anglos are the
most likely to work, both sooner and
at a higher rate. By ages 18 and 19,
about 45 percent of all Anglo high
school students were working. By
comparison the employment rates were
about 29 percent for Hispanics and

those of other race, and 16 percent ‘forw

(

In college Anglos and Hispanics were
more likely to be employed than were
blacks and other race between 18 and
24 years of age. After age 24 these
differences were reduced, although
those of other race were still
somewhat less likely to be employed
while enrolled.

blacks.

Recent Changes in Employment
Rates

The Census Bureau reports from the
Current Population Survey begin
reported employment data on high
school and college students in 1987.
Here we have compared and measured
the changes in employment rates by
age group between 1987 and 1993.

The results are clear and striking.
High school students and college
students 25 and over wers less likel

to be working in 1993 than they were
in 1987. However, in the traditional
college age population between 18 and
24 years of age, overall college
students were about as likely to be
working in 1993 as they had been in
1987.

We examined these data by gender and
found a pattern we have come to
expect in college enroliment data.
Between the age of 18 and 21, in 1993
females were somewhat more likely to
be 2mployed than they were in 1987.
The reverse was true for males: in this
age range male students were less
likely to be employed in 1993 than
they were in 1987. These data are
consistent with < ther labor forc. trend
data that indicate an increasing labor
force participation rate for females and
declining rate for males.

The UCLA Freshman Survey offers
some additional insight into‘
employment trends among first-time,

full-time college freshmen between
1978 and 1987. About 90 percent of
these students are 18 to 19 years old.



February 1995

Postsecondary Education OPPORTUNITY

Page §

Astin, A. W.. Kom, W. S.. Sax, L. Freshmen Working While Attending College Full-Time

J.

and Mahoney,

K. M.

The

1978 to 1994

American Freshman: Notional Norms
For Fall 1994. American Council on
Education and University of
California, Los Angeles, December
1994,

From 1978 to 1986 the survey asked
only for part-time and full-time
employment. Beginning in 1987 the
survey asked whether part-time
employment was on- or off-campus.
While the disjuncture in this time-
series distracts somewhat from our
understanding of trends, there is solid
information implied in the chart on
this page.

First, part-time employment was quite
. stable at about 24 percent of all
: ’freshmen between 1978 when the

employment question was first asked
and 1983. Then, beginning in 1984
part-time enroliment started a rapid
increase first to 28 percent, then to 31
percent in 1985 and 33 percent in
1986. Beginning in 1987 the data
were collected separately for off- and
on-campus employment.

Second, there is implied evidence in
this chart that a fair number of
freshmen were holding down part-time
jobs both on- and off-campus at the
same time. The 1987 Census Bureau
reported part-time employment rate for
full-time college freshmen ages 18 to
19 was 36.7 percent. The 1987
UCLA freshman survey reported
combined on- and off-campus part-
time employment of 42.6 percent.
The difference of 5.9 percent is a fair
estimate of the proportion of full-time
college freshmen with part-time jobs
both on- and off-campus.

‘Third, the UCLA freshman survey
data indicate that the part-time
employment rate for college freshmen
declined hy 1.7 percent off-campus
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between 1987 and 1994, but increased
by 3.0 percent on-campus.

Finally, the UCLA freshman survey
data indicate that the proportion of
full-time college freshmen who are
also employed full-time is low but
increased beginning abcut 1991
Between 1978 and 1990 the proportion
of these freshmen who were employed
full-time fluctuated between 1.7 and
2.3 percent. Butin 1991 it jumped to
2.9 percent, and by 1994 stood at 3.1

2

986 1988 1990 1992 1994

percent--the highest proportion in the
17 years that .these data have been
collected and reported.

(At this point we must point out a
serious omission in the published data
available for our analysis and
presentation here. We are especially
interested in employment rates by
family income. We would expect
employment concurrent with college
enroliment to be driven substantially
by financial need, and we would
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Full-time Freshmen Employment Rates
by Institutional Type and Control, 1994
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expect students from lower income
family backgrounds to be more often
employed for this reason than would
students whose family incomes are
from the upper end of the family
income distribution.

Both the Census and UCLA data are
collected where cross-tabs would
permit this description. B neither
publish this as a part of their regular
reporting. We wish both would de
$0.)

Institutional Type and Control

The UCLA Freshman Survey data also

report employment rates by
institutional type and control. These
data also describe types of

employment, 4s shown in the above
chart.

Patterns of employment among full-
time college freshmen vary
significantly between different types of
colleges and universities.

2

~

::)

® The students most likely to be
employed part-time on-campus are
found in private colleges and
universities. The students least
likely to be employed part-time on-
campus are at public 2-year and
black colleges.

® The students most likely to be
employed part-time off-campus are
found at public 2-year and 4-year
colleges. Those least likely to be
employed part-time off-campus are
found at private universities and 4-
year colleges and public and private
black colleges.

® Freshmen most likely to be
employed full-time are enrolled at
public 2-year and black colleges.
Those least likely to be employed
full-time are enrolled at universities
and private 4-year colleges.

Working One’s
College

Way Through

We now return to that Washington
legislator’s suggestion that a hard
working student should be able to
work his or her way through college,
just like he did many years earlier.

For this analysis we combine time-
series data on college attendance costs
with minimum wage data to illustrate
how many hours a full-time student
would have to work each week to pay
for each week's direct and indirect
college attendance costs.

Our college attendance costs are
calculated for students living on
campus at average cost public and
private 4-year institutions. These
costs include direct costs (tuition, fees,
books and supplies) plus indirect costs
(food, housing, transportation,
personal and medical care). We have
combined data on institutional charges
collected by the National Center for
Education Statistics through the IPED

survey, with the broader measure of
college budgets collected and
published by The College Board. For
1993-94 the average nine-month
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college budgets calculated by this
method were $8582 at public 4-year
institutions, and $17,846 at private 4-
year institutions.

Our earmings component is based on
the federal minimum wage, less the
OASDI employee tax. We assume
that the student works 50 weeks per
year at the minimum wage, and saves
all that he or she earns (less OASDI)
to finance the college budgets
calculated above.

We have made these calculations for
each academic year from 1964-65
(when NCES first collected
institutional charges data) through
1993-94, The results are shown for
public 4-year colleges on this page,
and private 4-year colleges on the
following page.

For a full-time student working his or
her way through an average cost
public 4-year college or university,
from the mid-1960s through 1981-82,
the student would have had to work
about 25 hours per week, 50 weeks
per year, to finance his or her college
budget exclusively from earnings.
Then, beginning with the 1982-83
academic year the number of hours
worked per week starts to rise to 28
hours. By 1984-85 its up to 33, and
five years it reaches 44 hours per
week. By 1993-94 it has returned to
44 hours per week.

Two things are happening here, and
both begin about 1980. The first is
the declining purchasing power of the
minimum wage, both due to inflation
increasing faster than the hourly wage
after 1978 and steady increases in the
OASDI tax rate that leaves less take-
home pay. The second is the cost
shift from taxpayers to students in the
refinancing of higher education as
state tax resources are diverted to
corrections and Medicaid and students
are charged higher tuitions to replace
these lost institutional revenues. The
result is a nearly doubling of the hours

fod by ERI

Weekly Hours Worked at Minimum Wage
to Finance Public 4-Year College Attendance Costs
1964-65 to 1993-94
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required to finance average public 4-
year college budgets from earnings
alone in just the ten year period from
1981-82 to 1989-90.

A far harsher picture emerges for
students enrolled in average cost
private 4-year colleges and
universities. In the later half of the
1960s a student would have had to
work between 35 and 40 hours per
week to finance his or her college
budget from earnings alonc. During

34U

the 1970s this rose to 40 to 45 hours
per week.

Then beginning in 1982-83 things
really took off to 51 hours. By 1984-
85 hours worked to finance the college
budget rose to 61 hours, and to 89
hours per week by 1989-90. For
1993-94 it had risen to 91 hours per
week, 50 weeks per year, to pay for
college out of minimum wage earnings
alone.
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Weekly Hours Worked at Minimum Wage stretch ;1:3 24 fu*ll;)"F dléy to
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The merits of employment while
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Obviously these conditions are not
manageable by students seeking to
squeeze the most out of their higher
education experiences in courses and
campus life. Apparently some are
trying, but the story we hear from the
campuses is that students who work
full-time while attending college full-
time too often doze off in class.

Summary

College is an increasingly important
and necessary transition from youth to

"
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adulthood. During these same years
young adults also move from
economic dependence to independence.
It is not surprising that we should
observe these two transitions
overlapping in ways that are mutually
supportive and also conflicting.

Man has yet to figure out how to
squeeze more than 24 hours into a
day, although evidence presented here
suggests nearly a million full-time
college students are also employed
full-time. They appear to be trying to

i
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studying are obvious.

® Employment provides an important
source of money that is available to
help finance college attendance
costs. These earnings can reduce
educational debt burdens that many
students face after college. Work-
study employment is often included
in the package of financial aid that
needy students receive to attend
college.

® Employment also introduces youth
to the world of work with its
distinctive expectations and rigors
that youth may not have known
before. For some students, this
may be the first employment
experience with a new set of
learning outcomes, or may put
academic coursework into a new
perspective, or may offer a wedge
of opportunity into post-collegiate
careers.

But the conflicts between academic
and employment demands cannot be
overlooked either.  Pascarella and

Terenzimis' 1991 synthesis of the

research on employment and academic
success found that off-campus
employment had a distinctly negative
effect on year-to-year persistence and
bachelor’s degree attainment. Some
research suggested that the greater the
number of off-campus hours worked,
the greater was the negative effect of
off-campus employment on academic
success.

However, part-time employment on-
campus had positive effects on year-to-
year persistence, bachelor’s degree
attainment, timely graduation and
probability of enrolling in graduate or
professional school. The
interpretations of these findings follow
from the sociological theory of on-
campus employment enhancing college
involvement and integration.

P
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’ The Cost Shift to Students ...

. . . Accelerates

Updating the Refinancing of Higher Education
through the National Income and Product Accounts

With the 1993 updates and revisions to
the National Income and Product
Accounts of the United States, we
update and revise our previous reports
on the cost shift from taxpayers to
students. The results are surprising
only because previously reported
trends appear to have accelerated in
the most recent NIPA revisions and
extensions.

In 1993, for the first time since 1956,
students paid for a larger share of
their higher educations than did state
and local government taxpayers. In
1993 institutional charges to students
produced $56.1 billion for public and
private higher education, while state
and local governments provided $55.1
billion.

® The share of higher education’s
revenues provided by students was
the largest since 1958.

® The share provided by state and
local governments was the smallest
provided ever.

As the chart on this page suggests, the
cost shift from taxpayers to students--
especially at the state level--has
accelerated during the last three years.

The cost shift from taxpayers to
students has added by 1993 about
$14.2 billion to the costs of higher
education borne by students, and
decreased the burden to taxpayers by
$14.2 billion, compared to the 1979
distribution of responsibilities for
paying for higher education. Of the
$14.2 billion reduction in taxpayer
investment in higher education, about
$4.5 billion occurred at the federal
level and about $9.8 billion occurred
at the state and local government
level.
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NIPA Accounting

Our data for this analysis is produced
by the Department of Commerce’
Bureau of Economic Analysis, and are
published over several summer and
fall issues of the monthly Survey of
Current Business. These data were

J
o

R
[

first published in 1942 as national
income statistics.

The NIPA data describe the market
value of goods and services produced
each calendar year in the U.S.
economy. From these data Gross
Domestic Product estimates of national
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economic activity are produced. Our
analysis here updates previous reports
based on these data that appeared in
the January and August 1994 issues of
OPPORTUNITY. These data were
taken from tables in the series on
national product and income, personal
income and outlays, and government
receipts and expenditures.

The particular value of the NIPA
accounting of expenditures for higher
education is that it illustrates over a
period of more than 40 years how the
efforts of the different parties
responsible for funding higher
education have made their respective
contributions to the total funding
picture. The results show that
responsibilities have continuously
shifted over time, first from students
to state governmert, then briefly to the
federal government, and since 1979
back to students and their families.
The trends in place for the last 15
years show no signs of abating, and in
fact may be accelerating.

There are important undocumented
definitions in the NIPA accounting of
bigher education expenditures:

1) Expenditures for public and private
higher education are combined.
This is especially important in
reviewing federal government
expenditures and personal
consumption data.

2) Personal consumption is the
revenues received by institutions
for tuition and fees.

3) Federal expenditures are mainly for
student financial aid and
incidentally for direct institutional
support for public institutions
located in the District of Columbia.
The student financial aid lines
include expenditures for Pell
Grants, federally funded campué
based programs and guaranteed
loan interest subsidies and other
loan program costs.

4) State and local government
expenditures are appropriated sums
for institutional operations.
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Excluded from these accounts are
auxiliary enterprises (dorms, food
service, book stores, athletic events),
hospitals, externally funded research
and extension services. What remains
are the core activities of higher

education:  instruction, internally
funded research and community
service.

Total Expenditures

The NIPA accounts report total

expenditures of $121.7 bitlion for
higher education in CY1993. Of this
total, $56.1 billion was provided by
students and their families, $55.1
billion by state and local governments,
and the balance of $10.5 biilion by the
federal government.

To put these numbers in a context that
is useful for understanding total social
investment in the higher educations of
students, this was 1.92 percent of
Gross Domestic Product in 1993, as
shown on page 10. Over the 40 years
of NIPA data, higher education’s
share of GDP grew smartly from 0.55
percent of GDP in the early 1950s to
1.76 percent by 1971. Since then it
has edged up only slightly to a peak of
1.94 percent in 1992, and by 1993
stood at 1.92 percent of GDP.

Federal Expenditures

The contribution of the federal
government to higher education as
defined in NIPA begins in 1960 with
the advent of federal student financial
aid programs. From zero in 1959, the
share of federal expenditures for
higher education increased to a peak
of 0.95 percent in 1981. It then
quickly dropped back to about 0.7
percent of all federal expenditures
where it has remained through 1993.

As a proportion of the total funding
effort for higher education, the federal
government’s share increased from
zero in 1959 to a peak of 12.3 percent

in 1979 and 1981, and has since
Q
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dropped back to about 8.6 percent of
total funding from 1986 through 1993,

State and Local Governments
Between the mid-1950s and 1992 state
and local governments provided more
funding for higher education than did
students and their families. As a
proportion of all funding, the state and
local government share grew from
about 49 percent in the early 1950s to
a peak of 57.7 percent in 1974, and
has declined ever since. By 1993 it
had dropped to 45.3 percent of all
funding, the smallest share at any
point in the 42 years of NIPA data.

Expressed as a proportion of all
expenditures of state and local
government, higher education’s share
increased from about 3.5 percent in
the mid-1950s to a peak of 8.15
percent in 1982. By 1993 higher
education’s share of state and local
government expenditures had dropped
off to 6.37 percent, or the lowest
share of state and local government
expenditures in nearly 30 years.

Personal Consumption

The NIPA accounts classify tuition and
fee charges to students as personal
consumption. We prefer to think of
higher education as a personal
investment because it pays returns
over the lifetime of the student.

In 1993 tuition and fees paid by
students were $56.1 billion. For the
first time since 1955 students paid a
larger share than did state and local
governments. Between 1952 and 1979
the student share declined steadily and
substantially, from 51.3 percent to
34.4 percent. But beginning in 1980
this reversed, and by 1993 the student
share had risen to 46.1 percent.

The share of personal consumption
devoted to higher education has grown
from about 0.45 percent in the early
1950s to 1.28 percent by 1993, Since
1979 alone, when the share borne by
federal, state and local governments

Q

has dropped, the proportion of
personal consumption paid by students
has increased from 0.93 to 1.28
percent of personal consumption.

The Cost Shift to Students

Using 1979 as a reference point, by
1993 students were paying $14.2
billion more for their higher
educations than they had fourteen
years earlier. Taxpayers were paying
$14.2 billion less. Federal taxpayers

were paying $4.5 billion less, and,

state and local government taxpayers
were paying about $9.8 billion less.

The federal shift is a result of
replacing grants to students with
educational loans, and within the loan
programs shifting loan program costs
further to students. (The current
discussionsabout capitalizing in-school
interest subsidies are an extension of
the cost shift from federal taxpayers to
students that began in the mid-1970s.)
Loans presumably cost the federal
government less than do grants, but
cost student borrowers more.

The state shift is the direct result of
tax monies previously allocated to
public higher education institutions
being diveried to Medicaid and
correctiors in state budgets, with
instituticns left to raise tuition and fee
charges to students to make up for the
lost revenue. We have seen solid
evidence that the much higher tuition
and fees charged students in public
higher education have produced no net
revenue gain for public institutions. In
fact, the long list of losses in quantity
and quality of higher educational
opportunity for students in public
institutions indicates that the cost shift
to students has not been fast enough to
prevent erosion of higher educational
opportunity during the fast 15 years.

In our previous enrollment reports (sce
June 1994 issue of OPPORTUNITY)
we have shown that higher educational
opportunity grew more equal across
levels of family income in the 1970s.

Then, beginning in 1980, higher
educational opportunity has grown less
equal. By 1993 higher educational
opportunity had become more
unequally distributed across family
income levels than it has been at any
time since 1970 when the Census
Bureau began reporting the data used
to make these calculations.

We believe the cost shift from
taxpayers to students has directly
caused this growing inequality of
higher educational opportunity across
levels of family incomes of students.
We all learned in our first economics
class that if the price of a good or
service is raised, all other things being
equal, people will buy less of it. In
fact there are 40 years worth of
consistent findings from econometric
research on student demand for higher
education that yield this same
conclusion: raising prices decreases
student access, choice and persistence,
and lowering prices increases student
access, choice and persistence.

The manner of the cost shift from
taxpayers to students has been handled
extraordinarily clumsily by the federal
government and nearly all state
governments.  The cost shift has
treated all students as if they were
equally capable of shouldering an
increased share of the costs of their
own education. That simply is not
true. Some students--mainly from the
top quartile of family income, above
about $65,000 per year--have handled
the cost shift well. Farther down the
income scale, however, higher
educational opportunity has been
deteriorating since 1979 when the cost
shift began.

Public budgeting for higher education
has been driven by budget concerns:
obsessed with deficits, oblivious to
program objectives, and ignorant and
uncaring about the effects on
opportunity for postsecondary
education for our most vulnerable and
dependent populations.

v
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A State Perspective on
Income and Educational Attainment

A consistent theme of the labor market

analyses reported in OPPORTUNITY
is that people with higher levels of
educational attainment are better off
than are other people with lesser levels
of educational attainment. Mainly our
analyses and reports have focused on
the relationship between educational
attainment and the incomes earned by
heads of families, males and females,
persons from different racial/ethnic
groups, people at different ages and by
people in each of the 50 states.

Here we extend these analyses to
examine the relationship between the
educational attainment of the adult
population of each state and state per
capita personal income. We find that
states with larger proportions of their

‘ adult population with baccalaureate
degrees tend to have higher per capita
personel incomes, and states with
relatively low proportions with college
degrees tend to have relatively low per
capita personal incomes.

Data on the educational attainment of
those 25 years and over in each state
were published by the Census Bureau
in January of 1994 under the title 71990
Census of Population: Education in the
United States. We calculated from the
published data the proportion of each
state’s population 25 and over that had

+ attained a bachelor’s degree or more.
The results ranged from 12.3 percent
of the population of West Virginia to
33.3 percent of the population of the
District of Columbia.

The data on state per capita personal
income for 1990 were prepared by the
Bureau of Economic Analysis and
published in issues of the monthly
Survey of Current Business. For 1990

‘ state per capita personal income
ranged from $12,578 in Mississippi to
$25,426 in Connecticut.

Q
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The results are shown in the above
scatter plot, with a regression line
plotted through the data points. Each
one percent gain in the proportion of
the population 25 and over with a
baccalaureate degree adds about $590
to state per capita personal income.

States interested in improving the well
being of their populations as measured
by per capita personal income must
consider the relationship between

20
<

income and education in their adult
workforce. States face three strategies
to improve educational attainment,
income and the living standards that
education and income produce: 1)
states can grow their own college
educated adults, 2) states can seek to
attract  college  educated adults
educated elsewhere, and/or 3) states
can discourage adults without college
education from living in their states.
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President Clinton’s Tuition Tax Deduction: ‘
Badly Misdirected to Meet Financial Need of Students

On December 15, 1994, President Clinton proposed a new federal student financial aid program: a tuition
tax deduction of up to 310,000 per year for federal income tax payers with incomes up to $120,000 per
year. From initial press reports, the President’s proposal appeared to be geared toward upper income
Jamilies and in fact could provide financial aid well beyond the need for financial aid as calculated under
the Federal Methodology. Because our analyses reported in past issues of OPPORTUNITY lead us to
believe that this group is the least financially needy and is currently doing best in access, choice and

persistence, we decided to examine the President’s proposal in some detail to see who the beneficiaries
are intended to be.

The results of our analysis (and the insights of others) lead us to a set of mixed conclusions regarding the
proposal:
® At the lower end of the family income range where benefits are produced, the tuition tax deduction

meets financial needs by replacing loans with grant-like assistance.
® At the upper end of the family income range, federal tax benefits are provided far beyond financial

need as measured by the Federal Methodology enacted in the 1992 Education Amendments.
On balance, we conclude that President Clinton’s tuition tax deduction is a bad idea because it so badly
misses the populations that are truly needy and have been ignored for the last 15 years, and because it
provides gift aid beyond financial need at the upper income ranges where benefits would be provided. .

Distribution of Financial Need, Pell Grants and
Clinton Tuition Tax Deduction by Family Income
in Public 4-Year Colleges and Universities
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Distribution of Financial Need, Pell Grants and
Clinton Tuition Tax Deduction by Fan.ily Income
in Private 4-Year Colleges and Universities
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Clinton’s Tuition Tax Deduction

In December President Clinton

proposed a federal income tax

deduction of up to $10,000 per year

for amounts paid by taxpayers for

tuition and fees for postsecondary

education for themselves, their spouses

and their dependents.

® The tuition tax deduction would be
available to families with incomes
up to $120,000 per year, although
it would be ratably reduced to zero
between $100,000 and $120,000 of
family income.

® The deduction would be phased in
with a $5000 limit in 1996, rising

‘ to $10,000 in 2000 and later years.
®

The deduction would occur "above
the line"--it would occur on the
federal tax form prior to the
determination of taxpayer's

Pell Grants

10 20 30 40 50 60

70

adjusted gross income. This
preserves the tuition tax deduction
benefit for those who do not
itemize deductions as well as those
who do.

The Treasury Department’s Office of
Tax Analysis estimates that the cost of
the tuition tax deduction would be
$20.6 billion for the fiscal years 1995
to 2000 during phase in. The proposal
is further reported to reduce federal
revenues by $40.1 billion for the fiscal
years 2001 to 2005 by the
Congressional  Research  Service.
When fully implemented, the tuition
tax deduction would reduce federal
revenues by about $8 billion per year.
(By comparison, the federal
government spends $6.2 billion per
year on the Pell Grant program for
students from low income families.)
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Missing the Target

Since 1979, the distribution of higher
educational opportunity across levels
of family income has grown ever more
unequal. Students whose family
incomes place them in the top quartile
of family income--above about
$65,000 per year--are doing
extraordinarily well in high school
graduation, college participation, and
4-year college completion by age 24.
Students from the two middle family
income  quartiles--between  about
$20,000 and $65,000 per year--are
clearly struggling.  Students from
families with incomes in the bottom
quartile--below $20,000 per year--are
doing very poorly. The bottom
quartile group is the only income
quartile whose chances of graduating
from college by age 24 actually
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declined between 1979 and 1993.

In 1993 an estimated 60 to 65 percent
of all baccalaureate degrees awarded
by age 24 went to students from the
top quartile of family income. About
25 percent went to students from the
third quartile. About ten to 15 percent
went to students from the bottom half
of the family income distribution. In
1993 higher educational opportunity
had become more unequally
distributed across quartiles of family
income than it has been at any time
since 1970 when the Census Bureau
began reporting the data on which
these calculations were prepared.

President Clinton’s tuition tax
deduction proposal is focused mainly
on the top quartile of family income,
or exactly the population least in need
of further financial assistance to attend
college. It does nothing at all for
those from the bottom quartile who
have been falling farther and farther
behind over the last 15 years.

Financial Aid Beyond Need

As the two charts accompanying this
analysis illustrate, the President’s
tuition tax deduction provides federal
income tax reductions of up to $2800
to families that have no financial need
for this tax benefit under the Federal
Methodology of need analysis. Thatis

to say, these high income families

produce an expected family
contribution from the federal need
analysis that exceeds the cost of
sending their children to college.
They are not financially needy and
would otherwise not qualify for a dime
of federal need-based student financial
aid.

However, receipt of the tuition tax
reduction benefit is not contingent on
demonstrated financial need as would
receipt of a federal Pell Grant, for
example. Thus beginning at about
$65,000 of family income in public 4-
year institutions, and at about
$100,000 in private 4-year institutions,

the tuition tax credit amounts to
financial aid beyond demonstrated
financial need.

If the deterioration in the financial aid
system for low and middle income
students since 1979 were not so
serious, then giving money to wealthy
families who do not need it under
federal guidelines would not be so
troubling as is the tuition tax deduction
proposal. But the federal Pell Grant
for the lowest income students has
been so badly neglected that it now
buys only about 40 percent of what it
bought in higher edu.ation in the late
1970s.

The President’s tuition tax deduction
would be a bad idea in better times.
There are far more important ways to
spend the $8 billion per year it would
cost. If such funds were actually
available, we would recommend they
be spent on truly needy students
through the Pell Grant program.
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Surprise, kids! Parents do matter!
Parental Educational Attainment

and Chance for College

Both high school graduation and
college enrollment for those who

Chance for College

graduate from high school are strongly for Dependent Family Members 18 to 24 Years Old
related 1o parental  educational by Educational Attainment of Family Householder, 1993
attainment.  From birth a child’s

chances for education are powerfully 100

influenced by the circumstances
present at birth. From that point on

determined parents and public policy 00T 87.9
are struggling to overcome obstacles to :
postsecondary  education. That

education has become increasingly 80+

important to nor only that child’s
standard of living as an adult, but also
the circumstances into which the next
generation will be born.

70

Here we describe high  school
graduation, college participation and
chance for college (the product of high

66.4
. 50.8 |

school graduation rates and college 501 -
participation rates) in terms of the '
educational attainment of the parents. T
What we see are simply enormous 40 _
disparities in  the educational
attainment of young people which
mirror the educational attainment of 301 r29.3 : :
their own parents: 25.5 }
® A person 18 to 24 years of age .

whose parents are not high school 201 : - _

graduates has only about one-third

the chance of reaching college -

compared to another young person 10t -

whose parents have a bachelor's .

degree from college. L -

0 —

60

Percent Reaching College

At best, availlable data suggest little 8 Yrs Elem or Less 4 Years High School 4/+ Yeary Colicge
felccm improvement in  this 1-3 Yrs High School 1-3 Years College

relationship. At worst recent data . .

indicate that the disparity is growing: Educational Attainment of Householder
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® Over the period between 1987 and
1993, high school graduation rates
have declined for all groups of
young adults except those whose
families are headed by parents with
a bachelor’s degree or more from
college.

® College participation rates have
increased for all groups between
1987 and 1993.

This suggests that some population

groups are better able to surmount the

handicap of limited parental attainment

than are other groups.

Of even greater social concern,
however, are the inler-generational
effects of limited parental educational
attainment on life’s prospects not only
for children, but their children and
their children’s children. In the
context of economic evolution that
calls for ever greater levels of
educational attainment to  succeed
economically, the persistence  of
disparities in educational opportunity
resulting from circumstances present at
birth will magnify huge and growing
disparities in the distribution of
weltare already present.

In the slash-and-burn, strip-mining,
tomorrow-be-damned throw-the-baby-
out-with-the-bath water philosophy of
public budgeting of social resources
today, inequality of condition and
inequality of opportunity are being
reogrammed into our nation’s future.
As a consequence, America’s best
days are likely behind us,

Hope is the glue that holds a society
of disparity together. As hope tor a
better future fades, the have-nots are
likely to become increasingly
intolerant of the affluence of the haves
that surround them. Strong evidence
of this breakdown in social cohesion
has  been  reported  regularly  in
OPPORTUNITY. It appears in the
explosive growth of prison populations
of males and welfare dependency
among females. 1t appears in the
"Q“"rsion of social resources

previously committed to the higher
education of America’s next
generation to address the imprisoning
and welfare needs of the current
generation of adults

The Data and Analysis

The data analyzed and summarized
here were drawn from two sources.
The first source is the Census
Bureau’s Current Population Survey,
particularly results collected in the
October survey period. These results
are published annually in School
Lurollment-Social — and  Economic
Characteristics of Students in the P-20
series on Population Characteristics.

The second data source is the annual
survey of college freshmen conducted
by the Higher Education Research
Institute at UCLA. Results from this
survey are published in The American
Freshman: National Norms for Fall
194 by UCLA and the American
Co. il on Education.

To follow students in terms of their
parents’ educational attainment, our
analyses are necessarily limited to
dependent family members. Our data
sources capture this information while
students are yet close to their high
school graduation. Thus, the parental
education profiie of the older students
enrolled in college, especially those
entering after age 24, is not available
here.  Other cvidence suggests that
first generation college students are
more likely to enter college much later
than are second or third generation
college students who are most likely to
enter college soon after high school
graduation. This is a limitation in our
data that the reader should note.

The pattern of analysis is the education
pipeline approach.  First we look at
high school graduation.  Then for
those who graduate from high school
we  examine college participation.
Finally, the product of high school
graduation rates and college

March 1995 ’

participation rates measures a person’s
chance for enrolling in college by the
time they are 18 to 24 years old.
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Chance for College

The chart on the first page of this issue of OPPORTUNITY
summarizes the chance that a dependent 18 to 24 year old will
both graduate from high school and enroll in college in terms
of the educational attainment of the family householder. In
1993 chances ranged from 25 percent of those from families
headed by persons with 8 years or less of elementary
education, to 88 percent of those from families headed by
persons with a baccalaureate degree or more from college.

Between 1987--when the Census Bureau began reporting the
data required to make these calculations--and 1993, a
dependent 18 to 24 year old’s chances of reaching college
increased across all levels of parental educational attainment.
As shown in the following chart, chance for college increased
most (+4.3%) among those from families headed by high
school graduates They increased least (+0.8%) among those
from families headed by persons with 1 to 3 years of high
school. Gains were greatest among those from families
headed by parents with at least a high school education, and
least among those from families headed by parents with less
‘thm a high school education.

Chance for College for 18 to 24 Year Old Dependents
By Educational Attainment of Family Householder
1987 to 1993
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In 1993 dependent 18 to 24 year old women were considerably
more likely than men to reach college at every level of
parental educational attainment. The difference was greatest--
women were nearly twice as likely as men--where parental
educational attainment was least. The difference was least
where parental educational attainment was greatest--among
those with a bachelor’s degree or more from college. (We
suspect that the greater difference among women from less
well educated families may be due i part to earlier marriage
of women from poorer families. We lack data to examine this
possibility.) ’

Chance for College by Gender
for Dependent Family Members 18 to 24 Years 0ld
by Educational Attainment of Householder, 1993
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Between 1987 and 1993, the chance for enrolling in college
increased more for women than it did for men at every level
of parental educational attainment. The gains for women both
absolutely and compared to men were greatest among women
from families with parental educational attainment below the
high school graduate level.

Chance for college by the educational attainment of parents
affects all racial/ethnic groups in roughly the same manner.
Chances are lowest for students from families where the
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parents have the least education, and increase--sharply--with
increasing levels of parental educational attainment. Here we
have calculated chance for college for the "other race” residual
population from published Census data. Other race is mainly
Asian, but also includes American Indians.

At most levels of parental educational attainment, blacks are
somewhat less likely than those from the other racial/ethnic
groups to reach college, while Asians are somewhat more
likely to reach college. These differences, however, are small
when compared to the much greater influence of parental
educational attainment on chances for reaching college.

Chance for College by Race/Ethnicity
for Dependent Family Members 18 to 24 Years Old
by Educational Attainment of Householder, 1993
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Between 1987 and 1993, chance for college increased the most
for whites and Hispanics. For both groups the pains were
largest among those whose parents had at least some collegiate
education, and least among those whose parents had high
school educations or less.  Across most levels of parental
educational attainment, chance for cotlege decreased among
blacks and Asians. Again, these declines were generally
greatest among those with parents who had less than a high
school education. '

Q

High School Graduation

The first of the two hurdles on the path to college is high
school graduation. The sorting process that determines who
reaches college begins at this first hurdle. High school
graduation rates are determined to a significant degree by the
level of educational attainment of the parents. As shown in
the following chart, high school graduation rates ranged from
about 60 percent for those dependent 18 to 24 year olds from
families headed by parents with 8 years or less of elementary
education, to nearly 95 percent for those from families headed
by parents with a bachelors degree or more from college.

High School Graduation Rates
for Dependent Family Members 18 to 24 Years 0Old
by Educational Attainment of Householder, 1993
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For most groups of dependent 18 to 24 year olds, high school
graduation rates declined between 1987 and 1993. By parental
educational attainment, high school graduation rates declined
for all but those from families whose parents had a bachelors.
degree or more from college. This was true for males,
females, whites, blacks, Hispanics and Asians. The decline
was greatest among those whose parents had not completed
high school and among those whose parents had some college
but lacked a baccalaureate degree.

March 1995 ‘
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College Participation

The second hurdle is collegiate matriculation for those who
graduate from high school. Here we combine Census Bureau
data from current enroliment (at the time of the October
Current Population Survey) with data cn those no longer
enrolled who have completed 1 to 3 years of college and those
who have completed 4 years or more of college. College
participation rates are calculated as the sum of the above three
divided by the number of high school graduates in the cohort
of dependent 18 to 24 year olds under our study.

The sorting according to parental educational attainment that
began with high school graduation is augmented by further,
harsher sorting when it comes to college enrollment. In 1993
less than half of the high school graduates that came from
families headed by parents without high school diplomas had
gone on to college. By comparison about 93 percent of the
high school graduates from families with parents who had a
baccalaureate degree or more from college had continued on
to college.

This pattern holds for males, females, whites, blacks,
Hispanics and Asians all. For any sub-grouping of the
population, college participation rates are lowest for those
from families where parental educational attainment is least,
and college participation rates are highest for those from
families with the highest levels of parental educational
attainment. Furthermore, this pattern has persisted over the
relatively brief period that the Census Bureau has reported
these data--since 1987--and quite likely far longer.

College Participation Rates
for Dependent Family Members 18 to 24 Years 0ld
by Educational Attainment of Heuseholder, 1993
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Since 1987, college participation rates for those who have
graduated from high school have edged upward for all
groupings by parental educational attainment. The greatest
increases have occuried among those whose parents were high
school graduates or had some college but less than a
baccalaureate degree.

However, by gender and race/ethnicity, a more uneven picture
emerges between 1987 and 1993. While college participation
rates increased for both males and females, the increases for
females were about twice as great as those for males. This
P

L
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continues a much longer trend--covering several decades--of
very large annual increases in female college participation
rates while long-term males rates have remainzd largely
stagnant. (Wake up guys!)

College Participation for 18 to 24 Year 0ld Dependents
By Educational Attainment of Family Householder
1987 to 1993
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A more serious problem emerges from the racial/ethnic dara.
Between 1987 and 1993 college participation rates generally
increased across levels of parental educational attainment for
whites and Hispanics. The picture was mixed for Asians. But
for blacks college participation rates generally declined. For
example, among blacks whose parents had a baccalaureate
degree from college, participation rates declined from 94.2
percent in 1987 to 86.5 percent by 1993. Among blacks
whose parents had some college but lacked a baccalaureate
degree, the decline went from 71.8 in 1987 to 68.3 percent by
1993. Similar declines were recorded for blacks from families
where the parents lacked a high school diploma. Only among
blacks whose parents had high school diplomas did the college
participation rate increase, from 44.0 percent in 1987 to 56.4
n&{f‘f‘nt in 1993,

Parental Educational Attainment by College Type

Parental educational attainment levels vary substantially by
institutional type and control. This variation closely parallels
institutional pricing and academic selectivity policies of
institutions which have the effect of sorting collegiate
enrollments largely along lines of social class.

Here we use data from the UCLA Freshman Survey from the
Fall 1994 survey report. In the following chart, the
proportion of first-time, full-time college freshmen whose
fathers have no postsecondary education or training are shown.
The range is from about 54 percent of those entering

community colleges, to 15 percent of those entering private
universities.

Proportion of Enrolled Freshmen
Whose Fathers Have No Postsecondary Education
1994

Public 2-Year S

Public Black College
Private 2-Year §
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Public 4-Year
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0 ) i) 0 4® 50 80
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Between 1987 and 1994 the proportion of first-time, full-time ‘
college freshmen whose fathers had no education past high
school declined, from 38.9 to 37.2 percent of all freshmen, or
by 1.7 percent.  However, across different types of higher
education institutions quite different shifts occurred.
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The only institutional type that enrolled a larger share of
freshmen whose fathers had no postsecondary education or
training was private universities. All other institutional types
enrolled smaller shares.

Change-in Proportion of Enrolled Freshmen
¥hose Fathers Have No Postsecondary Education
Between 1987 and 1994
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T T
E
Private University ! 4
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Percent of Total

Public 4-Year

Protestant 4-Year -4

Public Black College

Private Black College
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While the overall proportion of freshmen whose fathers had no
postsecondary education or training declined by 1.7 percent,
some types had larger declines. The institutional types whose
enrollment of freshmen from these families declined by more
than 1.7 percent were private black colleges (-9.8%), public
black colleges (-4.6%), protestant 4-year colleges (-4.1%),
public 4-year colleges (-2.8 %), private 2-year colleges (-2.5 %)
and Catholic 4-year colleges (-2.0%). In the continuous
annual processes of sorting higher education enrollments,
black colleges more than any others enrolled fewer freshmen
from families where the fathers had no education beyond high
school.

Parental Educational Attainment

The UCLA Freshman Survey provides a relatively long
historical record of the changing profile of parental educational

ERIC
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attainment in the United States. The UCLA data span the
period from 1966 to 1994--nearly three decades. Progress in
extending opportunity for postsecondary education to
previously unserved populations will, over the course of
generations, produce a growing share of families where the
parents have at least some and increasingly a great deal of
formal higher education. This shift is evident in the chart on
the following page.

Distribution of First-Time, Full-Time College Freshmen
by Fathers' Educational Attainment
1966 to 1994
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Over the last 30 years, the proportion of first-time, full-time

college freshmen whose fathers had no postsecondary

education has declined sharply, while the proportion who come

from families where the father has at least some college has

grown.

® Between 1966 and 1994 the proportion of freshmen whose
fathers had no education beyond high school declined from
54.2 to 34.8 percent.

® The proportion of freshmen whose mothers had no
education beyond high school declined from 61.6 to 38.8
percent during this period.

® The proportion of freshmen whose fathers had a college
degree or more increased from 26.6 to 45.4 percent during

10
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Highest Degree Earned Through 1992 for 1980 High School
Sophomores by Parental Educational Attainment
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this period.
® The proportion of freshmen whose mothers had a college
degree or more increased from 18.0 to 36.9 percent.

Conclusions

In reviewing these data, one is struck by the influence of
parental educational attainment on the educational attainment
of their dependent children. For those children born into
families with least parental education, chances for both
graduating from high school and continuing on to college are
least. For other children born into families with college
educated parents, chances of both graduating from high school
and continuing on to college are greatest.

These findings hold for the population, for males and females,
and for whites, blacks, Hispanics and Asians. These findings
have persisted over the period that the Census Bureau has
collected and reported these data, and quite likely for a much
longer period as well.

Moreover, beyond high school graduation and college
matriculation, parental educational attainment has a very
Q

Bachelors

Advanced

strong influence on college choice. Children of college
educated parents are more likely 1o enroll in a university than
they are in a 4-year college, and more likely to enroll in a 4-
year college than in a public community college. Children
from families where parental educational attainment is high
school or less are more likely to choose a community college.

Furthermore, data collected by the National Center for
Education Statistics in the longitudinal High School and
Beyond study show that the effects of parental educational
attainment persist through years of collegiate enrollment.
Students from families where parents have collegiate
educations are far more likely to earn bachelors, masters,
professional and doctorate degrees than are students from
families with parents who have high school educations or less.

Finally, for public policy making purposes, the cross-
generational effects of opportunity for postsecondary education

and training must be acknowledged. Broadening opportunity‘
for postsecondary education not only benefits those students
who receive educational benefits, but their children as well.
This is a critically important long range social benefit largely
ignored in current public policy making and program funding.

47




March 1995

Postsecondary Education OPPORTUNITY

Page 9

Important Information . . .

. . . Often Misused

Institutional Graduation Rates

College  student  persistence  to

baccalaureate degree attainment is the

most difficult--and expensive--of the

three hurdles that a student must

surmount on the path to a

baccalaureate degree. In 1993:

® The high school graduation rate
was about 86 percent.

® For those who graduated from high
school, the college continuation
rate was about 63 percent.

® For those who had enrolled in
college, about 46 percent had
completed a baccalaureate degree
by the time they were 25 to 29
years old.

Because of the costliness and riskiness
of the college investment decision to
students and their families, information
on graduation rates for different
institutions can assist the student and
his or her family to choose a college
or university that supports its students
through graduation at higher rates
than might other institutions. This
information would also be useful to
policy makers interested in evaluating
the effectiveness of social resource
investments in higher educational
opportunity.

Unfortunately, nearly all published
information on institutional graduation
rates is highly misleading. The
problem is not accuracy, although this
too may !> an issue. The main
problem with published institutional
graduation rates is that they usually
fail to account for the different
academic profiles of freshmen classes
enrolled in different institutions.
® One would expect highly selective
institutions to graduate talented
students at very high rates.
® Onewould also expect less selective
institutions enrolling somewhat less
academically talented students to
graduate their students at somewhat

Graduation Rates for
Public and Private Universities by Admissions Selectivity
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lower rates.
® Open admissions institutions that
are least selective in admissions
practices could be expected to have
institutional graduation rates below
more selective institutions.
academic

Research  on  student
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performance consistently finds that
success leads to success. Students who
were successful in high school are
likely to be successful in college.
Students who were less successful in
high school are likely to be less
successful in  college. When
institutions draw their freshman classes
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from different portions of the pool of applicants, differences in
institutional graduation rates can be expected to result.

Even more important than adjusting institutional graduation
rates for differences in the academic profiles of admited
Sfreshman classes is what this process enables us to say about
institutions with above and below expected graduation rates.
Given the academic profiles of the admirted freshmen classes,
some institutions appear to have much better than "average”
institutional graduation rates while other institutions appear to
have much worse rates. Students and policy makers should be
aware of these differences when interpreting reported data on
graduation rates for particular institutions.

There are no published consumer guides to the proper
interpretation of institutional graduation rates. We intend to
start correcting this problem here and now. This will not be
the guide, but ir will illustrate how to correct published
institutional graduation rates for differences in the academic

profiles of freshmen enrolled in specific colleges and
universities.

The Data on Graduation Rates

Institutional graduation rates are calculated by following a
particular class of freshmen entering a particular college or
university through to graduation five or six years later. The
graduation rate for the institution is the proportion of the
original freshman class that have received their bachelor’s
degree five or six years after entering the institution. Most
institutional graduation rate data are calculated on the six year
basis, although some data used here (ACT) has been calculated
on a five year interval.

Institutional graduation rate data have been gathered from
institutions and published by a number of national
organizations. Data examined for this analysis were provided
from U.S. News magazine, the National Collegiate Athletic
Asscciation, and the American College Testing Program
(ACT).

Elfin, M. and Wright, A. R. "America’s Best Colleges.”
U.S. News and World Report, September 26, 1994,

National Collegiate Athletic Association. 1993 NCAA Division
I Graduation-Rates Report. June 1993.

Anerican College Testing Program. National Dropout Rates
and National Graduation Rates. 1990, 1993 and 1994,

The reported institutional graduation rates by U.S. News and
the NCAA are based on six year follow-ups. ACT collects
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and reports institutional graduation rates on a five year follow-
up.

Data from the National Center for Education Statistics showed
that in 1990 about 68 percent of those who received bachelors
degrees did so in six years or less. This was down from 71
percent who received their bachelor’s degrees in 1986 and 75
percent for those who received their degrees in 1977 (see
OPPORTUNITY Number 25, July 1994). Because college
students are taking longer to complete their baccalaureate
degrees, we prefer the six year follow-up. But even this
misses nearly a third of those who ultimately receive
bachelor's degrees from college.

Reporting Problems

An institution’s graduation rate means little by itself. It starts
to become interesting when it is compared to another
institution’s graduation rate or the graduation rates for
different student populations within the same institution.

One example of reported institutional graduation rates is that
used by the National Collegiate Athletic Association to
compare athletes to all students in the 288 Division I
institutions. The published NCAA data detail graduation rates
by gender, race/ethnicity and sport category. Average SAT,
ACT and high school GPA are reported for student athletes by
sport category. The aggregate reports summarizing these data
show freshman cohort graduation rates as follows:

Institutional Graduation Rates
Four-Year Averages for Freshman Cohorts

All Student-

N Students Athletes
Division 1 Summary 298 54% 53%
Division I-A 107 57% 54%
Division I-AA 88 50% 50%
Division 1-AAA 103 48% 55%
Public Institutions 198 50% 48%
Large Publics 99 54% 52%
Small Publics 99 39% 43%
Private Institutions 100 68% 67%
Large Privates 50 711% 70%
Small Privates 50 61% 65%

These data are interesting, and invite comparisons. However,
they say nothing about differences in the academic profiles of
all students compared to student-athletes. Unless and until one
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understands academic profile
similarities and differences, it is very
difficult to draw meaningful
conclusions about the institutional
graduation rates reported by the
NCAA for all students compared to
student-athletes, between institutions
or between different types of
institutions. Academic controls are
not present in the NCAA data.

A somewhat similar problem is
evident in the U.S. News ratings of
national colleges and universities.
Among the data elements collected
from institutions and used in the
ratings are mean SAT or ACT test
scores for entering freshman and the
average percentage of freshmen
entering between 1984 and 1987 who
graduated within six years.

A cursory review of the U.S. News
‘ratings shows that top rated colleges
and universities have both very high
average SAT scores and very high
institutional graduation rates. Other
colleges and universities with lower
ratings have both lower average SAT
scores and lower institutional
graduation rates. This is not true for
all schools, however, and the lack of
perfect correlation itself invites
analytical inquiry.

Statutory Reporting Requirements

In 1990 Congress passed the Student
Right-To-Know and Campus Securiry
Act. Incorporated into Section 485 of
the Higher Education Act, institutions
participating in Title IV student
financial aid programs are required to
accurately describe to prospective and
enrolled students "the completion or
graduation rate of certificate- or
degree-seeking, full-time,
undergraduate students entering such

‘institutions. .

The Law goes on to specify the
calculation of institutional graduation
rates as including students who
graduate or complete a program within

Institutional Graduation Rates by SAT Scores
for National Universities
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150 percent of the normal time for
completion of or graduation from the
program.

National Universities

We have reanalyzed the data published
by U.S. News in their annual report on
"America’s Best Colleges™ (with their
permission) in an effort to improve the
reporting of institutional graduation
rates. We have done so for both the
national universities as well as the
national liberal arts colleges listed in

ou

the U.S. News report.

Our analysis of the published data on
institutional graduation rates controls
for the academic profile (measured by
SAT scores) of the freshmen admitted
to these institutions.

First, we have plotted reported
institutional graduation rates (IGR)
against mean/median SAT scores
reported for the same institutions.
That scatter-plot appears above for the
188 national universities for which
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both graduation rate and SAT data were reported. We have
also calculated the correlation between SAT and IGR. The
correlation is .802 for these 188 universities. .

Next we calculated the regression line through this data set.
The regression line for these data is:

IGR = (.115 x SAT) -60.7
That is to say, for this set of 188 national universities, the
predicted graduation rate controlling for the mean/median SAT
of freshmen entering each institution is .115 times the SAT
score minus 60.7.

Finally, we went back to the data reported for the 188 national
universities and, in addition to the reported SAT and IGR, we
calculated a predicted institutional graduation rate based on the
academic profile of the freshmen admitted to each institution.
We then compared the actual to the predicted institutional
graduation rate for each institution, and re-ranked the 188
national universities according to this difference.

The results of the re-ranking produce three groups of national

universities:

® Group A: The universities whose actual institutional
graduation rates fall more than one standard error above
their predicted IGR. These universities appear to graduate
their students at above average rates, controlling for the
academic praofiles of the freshmen they enroll. There were
28 universities in this group.

® Group B: Universities whose actual IGRs are within one
standard error of their predicted IGR. These universities
have about average graduation rates for the kinds of
freshmen they enroll. There were 132 universities in this
group.

® Group C: Universities whose actual IGRs are below one
standard error of their predicted graduation rate. These
universities appear to graduate their freshmen at below
average rates controlling for the academic profiles of the
freshmen they enroll. There were 28 universities in this
group.

Universities that want to compare their predicted to actual
graduation rates may use the prediction equation reported
here. They should be careful to use data used in the U.S.
News article, or data defined in the same manner. We will
offer to subscribers to QOPPORTUNITY from any of the 188
national universities listed in the U.S. News article a copy of
our spreadsheet from this analysis, but you must be a
subscriber and listed in the U.S. News article to receive it
without charge.

To recognize excellence in the national universities that
deserve it (and avoid embarrassment to the national
universities that ought to have higher institutional graduation
Q
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rates), we list here the 28 national universities in Group A
whose actual institutional graduation rate is more than one
standard error above their predicted institutional graduation
rate. These institutions appear to be doing an especially good
job of graduating the freshmen they admit.

National Universities with High
Institutional Graduation Rates

University State SAT Actual Pred. Diffrnc.
Hahnemann Univ PA 931 88 46 42

Un of No Carolina-CH NC 1045 81 59 22
Clark Atlanta Univ GA 804 51 32 19
Bowling Green St Un OH 93§ 65 47 18

Lehigh Univ PA 1140 88 70 18
Michigan State MI 980 69 52 17
Duquesne Univ PA 1010 72 55 17
Univ of Vermont VT 1045 76 59 17
St. John’s Univ NY 932 63 46 17
Un of New Hampshire NH 1020 73 56 17
Fordham Unmiv NY 1070 78 62 16
Miami University OH 1105 82 66 16 ‘
Seton Hall Univ NJ 935 62 47 15
Marquette Univ WI 1055 75 60 ° 15
Clark University MA 1065 76 62 14
Emory University GA 1220 93 79 14
Univ of Delaware DE 1045 72 59 13
Indiana Univ of PA PA 951 61 48 13
Indiana University IN 996 66 54 12
Univ of Virginia VA 1225 92 80 12

Un of Rhode Island RI 955 61 49 12
Un of Mass-Amherst MA 990 65 53 12
Clemson University SC 1045 71 59 12
Pace University MY 950 60 48 12
Purdue Univ-WL IN 995 65 54 11
Univ of Connecticut CT 1030 69 58 11
Univ of Nevada-Reno NV 885 52 41 11
Univ of CA-Santa Barb CA 1010 66 55 11

We are tempted to also identify here those Group C national
universities whose actual institutional graduation rates fell
more than one standard error below their predicted rates. But
you will know who you are. Check your data,

If your data checks out, then you might start asking yoursel
why your institution graduates the freshmen you admit at wel
below average rates. Maybe supporting your students more
effectively should become a higher institutional priority than
it has been in the past.

5 ¢
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National Liberal Arts Colleges

We have performed the same kind of
analysis of institutional graduation
rates on national liberal arts colleges
that we did on national universities.
There are 152 institutions with
complete data in the U.S. News article
on "America's Best Colleges." The
results of our analysis follow.

First, we plotted institutional
graduation rates (IGR) against
mean/median SAT scores for the same
institutions. The scatter-plot of these
paired data is shown at the right. The
correlation between mean/median SAT
and institutional graduation rates for
these 152 institutions is .643.

Then we calculated the regression line
through this data set. The regression

‘line for these data is:

IGR = (.086 x SAT) -24

Finally, we calculated predicted
institutional graduation rates for each
of the 152 national liberal arts colleges
using this regression equation. The
predicted IGR was compared to the
actual IGR. Institutions were then re-
ranked according to the difference
between their predicted and actual
institutional graduation rates.

The 152 national liberal arts colleges
were then assigned to one of three
groups.
® Group A: These colleges had
predicted IGRs that were more than
one standard error below their
actual graduation rates. These
colleges appear to graduate their
students at well above average
rates, controlling for the academic
prafiles of the freshman classes that
they enroll. There were 24
colleges in this group.
These colleges had

.0 Group B:
actual graduation rates that were

within one standard error of their
predicted rate. These colleges have
about average graduation rates for
the academic profiles of the

Institutional Graduation Rates by SAT Scores
for National Liberal Arts Colleges
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freshmen that they enroll.  There
were 109 colleges in this group.

® Group C: These colleges had
actual graduation rates that were
more than one standard error below
the predicted graduation rate,
controlling for the academic
profiles of the freshmen they
accepted for admission.  There
were 19 colleges in this group.

Liberal arts colleges that want to
determine if their actual institutional

50
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graduation rate is above or below that
predicted for an institution enrolling
freshmen with their particular
academic profile may use the
regression equation derived for liberal
arts colleges. Make certain that data
used is comparable in definition to that
used in the U.S. News aticle.
Subscribers to OPPORTUNITY from
any of the 152 national liberal arts
colleges listed in the U.S. News article
may request a copy of our spreadsheet
used in this analysis, but you must be
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both a subscriber and listed in the U.S. News article to receive been reported by admissions selectivity, and institutional type

it free of charge. and control.

We want to recognize the 24 national liberal arts colleges with While the available ACT data covers a relatively short span of
well above average institutional graduation rates because they time--1990 to 1994--some trends are evident, and these trends
are apparently providing supportive institutional environments are consistent across institutional types and quite disturbing.

for the freshmen classes they admit through six years of
campus study. (By the way, we congratulate Pennsylvania for
placing so many colleges on this list.)

Institutional Five-Year Graduation Rates
by Admissions Selectivity, 1990, 1993 and 1994

National Liberai Arts Colleges Mean ACT Score 1990 1993 1994  Change
with High Institutional Graduation Rates

Public Universities (N=176)

College - State SAT  Actual Pred Diff 26 or more 64.1 69.1 69.3 +5.2
22-25.9 54.6 53.8 52.9 -1.7
Providence College RI 105¢C 93 66 27 19-21.9 44.3 41.8 41.5 -2.8
Westmont College CA 1050 84 66 18 15-17.9 43.6 44.3 38.4 -5.2
Westminster College PA 985 71 61 16 15 or less 43.8 42.7 40.4 -3.4
Dickinson College PA 1070 84 68 16 Private Universities (N=147)
Lafayette Ccllege PA 1130 89 73 16 26 or more 81.5 83.4 83.6 +2.1
Hamilton College NY 1138 88 74 14 22-25.9 66.0 66.5 66.5 +0.5
Albright College PA 1020 77 €4 13 18-21.9 57.3 60.7 57.6 +0.3
St. Lawrence Univ.  NY 1080 82 69 13 15-17.9 46.7 38.2 36.5 -10.2 ‘
Bowdoin College ME 1200 92 79 13 15 or less 45.6 44.6 41.2 4.4 '
Bucknell University PA 1180 90 71 13 Public MA/Ist Prof (N=231)
Juniata College PA 1035 77 65 13 26 or more 57.3 68.5 70.5 +13.2
Washington & JeffersonPA 1105 83 N 12 22-25.9 46.3 44.4 42.5 -3.8
Muhlenberg College  PA 1071 80 68 12 18-21.9 48.4 45.8 445 -3.9
Concordia College MN 910 66 54 12 15-17.9 40.4 34.6 36.0 4.4
Hiram College OH 1030 76 65 11 15 or less 38.4 38.5 39.6 +1.2
Presbyterian College SC 1100 82 71 11 Private MA/1st Prof (N=435)
Goshen College IN 95 70 59 11 26 or more 78.5 79.5 79.4 +0.9
Connecticut College CT 1175 88 77 11 22-25.9 65.5 64.9 64.4 -1.0
Colgate University NY 1200 90 79 11 18-21.9 57.6 55.6 55.1 2.5
Colby College ME 1175 87 717 10 15-17.9 46.9 46.7 47.4 +0.5
Smith College MA 1175 87 717 10 15 or less 50.1 48.3 49.5 -0.6
Hartwick College NY 990 71 61 10 Public BA (N=72)
Coll of the Holy Cross MA 1225 91 81 10 26 or more 61.0 66.8 63.7 +2.7
Trinity College CT 1180 87 717 10 22-25.9 60.7 62.8 64.4 +3.7
18-21.9 51.4 51.5 55.1 +3.7
15-17.9 49.0 42.0 40.2 -8.8
15 or less 42.0 36.3 33.2 -8.8
Trends in Institutional Graduation Rates Private BA (N=519)
26 or more 82.0 84.2 84.5 +2.5
Public data on institutional graduation rates is a relatively 22-25.9 68.1 67.7 68.0 -0.1
recent phenomena--largely of the 1990s. Therefore, long term 18-21.9 54.2 54.7 53.1 -1.1
trend analysis of these data will have to wait another decade 15-17.9 46.0 41.8 40.8 -5.2
or 0. 15 or less 41.1 40.3 39.8 -1.3 ‘
However, the American College Testing Program  has
collected and tabulated institutional survey data on five-year Five-year graduation rates are increasing among the most
graduation rates from institutions since 1990. These data have sclective public and private universities and colleges, and
Q
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decreasing among those that are less selective in admissions.
Expressed in terms of students, this implies that college
graduation rates are improving for the most talented students
and worsening for students with average or below average
academic credentials.

Summary and Conclusions

This analysis explored institutional graduation rates, or the
proportion of freshmen admitted to particular institutions that
received their bachelor’s degrees within either five years
(using ACT data) or six years (using U.S. News data).

Published data on institutional graduation rates are a relatively
recent development in the system of collection and reporting
of statistics on higher education. The federal government
forced the issue in 1990 by requiring institutions participating
in federal Title IV student financial aid programs to collect
and report these data to prospective and currently enrolled
students. This data was deemed important to prospective
college students using federal student aid, especially loans, to
finance their higher educations. The student loan default

problem is driven substantially by students who drop out of
‘college before graduation. Informing students of the drop-out
risks before they assume educational debt was thought to be
helpful to both students and the federal government in
controlling the student loan default problem.

Unfortunately, the manner in which institutional graduation
rete data is being collected and reported is too often
misleading. Institutional data is the sum of the behaviors of
individuals with widely differing academic records and talents.
Institutions that enroll well prepared and highly talented
students should be expected to have very high institutional
graduation rates because students with these characteristics are
most likely to successfully complete the collegiate studies for
which they enter college. Institutions that enroll less well
prepared and less academically talented students could be
expected to graduate freshman cohorts at lower rates because
such students are less likely to be successtul in college. The
same argument holds for different student groups within an
institution: unless student-athletes have comparable academic
profiles to all undergraduate students, direct comparisons such
as those published by the National Collegiate Athletic
Association are inappropriate and misleading.

At the very minimum, institutional graduation rate
comparisons begin to take on meaning only when the academic
‘Jackgrounds of students entering different institutions or

within an institution are appropriately accounted for.
Appropriate academic controls might include high school
graduates, high school class rank, academic coursework taken
in high school, or standardized test scores such as the SAT or
ACT.

ERIC
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When these controls are introduced, a re-ranking of
institutions by their institutional graduation rates occurs.
Some institutions have much better success in graduating
admitted freshman cohorts within six years than do other
institutions.

Our analysis of institutional graduation rates for 188 national
universities and 152 national liberal arts colleges controlled for
the academic backgrounds of entering freshman cohorts by
using the mean/median SAT test score for each institution.
From this analysis we identified 28 universities and 24 liberal
arts colleges with extraordinarily high institutional graduation
rates given the academic profiles of the freshmen admitted to
the institution.

This analysis also identified (but did not list) 28 universities
and 19 liberal arts colleges with extraordinarily low
institutional graduation rates given the academic profiles of the
freshmen cohorts admitted to these institutions for study. The
former group deserves recognition and praise. The latter
group ought to set out to explore the conditions within their
institutions that have lead to the unusually low graduation rates
for freshmen admitted for study to these campuses.

Finally, two public interests guide our interpretation of the
importance of correctly understanding institutional graduation
rates. One is student loan defaults, and the other is what
happens to students who are deemed admissible as freshmen
but are unable to complete their programs of study.

Educational loans have come to dominate public policy
thinking about student financial aid. As a share of all student
aid dollars, loans have grown from 17 percent in 1975-76 to
53 percent in 1993-94. The proportion of freshmen receiving
loans to finance college increased from 10 percent in 1978 to
29 percent by 1994. Unfortunately, much of this growth has
occurred among populations previously dependent on grants
which no longer meet need without loan assistance. For these
grant-dependent populations, ccllege is an especially risky
investment decision and correct informatior. on institutional
graduation rates is important to being able to make an
informed investment decision about matriculation.

A related issue is the effect of admission and attrition on the
life of the student. Abundant data indicates that higher
education as a social institution views its social role as
selection of talent for promotion into roles of social leadership
and economic prosperity, and de-selection of the less talented.
In a social, economic and political system of great riches
where opportunities to achieve them are determined by
educational attainment, the sorting processes of higher
education will determine the living standards and social status
of students for the rest of their lives after college. This is a
responsibility of profound consequence to students and society.
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12th Annual Financial Aid Research Network Conference
June 8-10, 1995, Minneapolis

The premier national forum for research on student financial
aid will be held in Minneapolis this year. This annual
conference is sponsored by the National Association of State
Scholarship and Grant Programs and the National Council of
Higher Education Loan Programs. Conference presenters are
members of a national network of student financial aid
researchers and policy analysts at state grant and loan
agencies, federal agencies, postsecondary institutions,
education associations and other organizations concerned with
student financing of higher education.

Presentations scheduled for this conference include:

® Aliernative Pell Grant Allocarion Simulations

® Toward a State Index of Educational Opportunity

® Estimating the Cost of Public Higher Education

® The Future Ro'z and Prospects for Private Funding for
Student Financial Aid

® Using New System Thinking and System Dynamics Tools to
Strengthen Student Aid Policy Analysis

® Financial Aid for Selected Popularions: Minorities, Older
Students, and Part-Time Students

® Use of Institutionally Provided Student Aid

& The PLUS Loan Program Since the Abandonment of Limits

® Parenial Preparedness for Financing Postsecondary
Education

® Legacies of Paying for College

® Political Process Model of Legislative Process of Direct
Loan Demonstretion Program

® Race/Ethnicity-Specific Student Financial Aid

® [ncreasing Indebtedness-How California Students Pay for

College

Implementation of the Direct Loan Program at One

University: A Case Study

Siate-Level Early Intervention Programs

Trends in California Student Aid

Predicting the Demand for Education Loans

Persistence and Short-Term Labor Market Experiences of

Beginning Postsecondary Students

For further information and registration materials, contact:
Dr. Jerry S. Davis, Director of Research
Sallic Mae
1050 Thomas Jefferson Street, NW
Washington, DC 20007-08625 “
Phone: (202) 298-3911
Fax: (202) 298-4802

Mail or fax subscription order to:

Name:

OPPORTUNITY Subscription Order Form

Subscriptions are $84 for twelve issues. Subscriptions may be started by check or institutional purchase
order. Phone inquiries: (319) 351-4913. E-mail: tmort@blue.weeg.uiowa.edu. Fax: (319) 351-0779.

Postsecondary Education OPPORTUNITY
P. O. Box 127
Iowa City, 1A 52244

Title:

Institution:

Department:

Addressl:

Address2:

L E-mail address:

City: State:

Office phone: ( ) Ext.

Zip: - P
___ TFax phone: ( )
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For Some . . .

. . . More than Others

Anxiety About Affordability

Major Concern About Financing Higher Education
Among College Freshmen, 1966 to 1994

The college freshmen class of 1994
reports that they are more concerned
about their ability to finance their
higher educations than has any
previous freshman class in the last
three decades, according to the annual
UCLA survey of American college
freshmen.

Because much of the cause of this
anxiety is the direct consequence of
public policy decisions te shift the
costs of higher education from
‘axpayers to students, we explore the

affordability issue in some detail here.

The affordability problem for
educational opportunity is not new, but
it is clearly getting worse. During the
last 15 years the federal government
and all 50 states have walked away
from commitments made in the 1950s,
1960s and 1970s to broaden
opportunity for postsecondary
education and training by making
educaticn after high school more
affordable. Between 1979 and 1993,
$14.2 billion of previous federal and
state taxpayer support has been shifted
tc studenss: $4.5 billion at the federal
level by substituting loans for grants,
and $9.8 billion at the state level by
diverting state tax resources to other
budget priorities and charging students
higher tuitions to make up the
difference.

Of course student concern about

aollege affordability is rising. How

ould it be otherwise?

In the following analysis, we use data
from the UCLA freshman survey--
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this analysis clarifies for what kinds of
students the affordability of higher
education is a serious problem. The
findings from the analysis identify the
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following groups as most concerned

about higher education’s affordability:

® Concern about affordability is
negatively related to family
income: affordability is of greatest
concern to students from low
income family backgrounds, and of
least concern to students from high
income family backgrounds.

® Women students are consistently
more concerned about affordability
than are men.

® Hispanics students are the most
concerned about college costs
among racial/ethnic  groups.
Whites are the least concerned.

® Freshmen in black colleges and in
private 4-year colleges are more
concerned about affordability than
are students in universities, either
public or private.

The UCLA Freshman Survey Data

The measurement of student concern
about affordability is derived from a
question posed on the annual survey of
American college freshmen:

Do you have any concern about your

ability 1o finance your college

education? (Mark one)

O None (I am confident that 1 will
have sufficient funds)

O Some (but I probably will have
enough funds)

O Major (not sure 1 will have enough
funds to complete college)

This question was asked each year on
the freshman survey between 1966 and
1989 and again in 1992 and 1994.
Results have been published annually
for all freshmen, men and women, and
by institutional type and control.

Cross-tabulations with other student
responses  were  requested  for  this
analysis from the 1994 survey and
another similar analysis done from
1992 data directly from the Higher
Education Research Institute at UCLA.
We are particularly grateful to Bill

Korn at UCLA for preparing the set of
Q

special cross-tabs from the Fall 1994
freshman survey that provide the
special gained through this analysis.

Astin, A. W., Kom, W. §., Sax, L.
J., and Mahoney, K. M. December
1994. The American Freshman:
National Norms For Fall 1994. Los
Angeles: Cooperative Institutional
Research Program: American Council
on Education and University of
California, Los Angeles.

Levels of Concern

In the 1994 Freshman Survey, 18.9
percent of all freshmen reported major
concern about their ability to finance
their higher education. Another 51.2
percent cited some concerns and the
remaining 29.9 percent no concern.

As shown in the chart on the first page
of this month's OPPORTUNITY, the
1994 freshman class had a larger share
of students with major concerns about
financing their higher educations than
any class surveyed since 1966 when
the Freshman Survey was initiated by
Alexander Astin, then at the American
Council on Education in Washington,
DC.

The pattern over three decades is one
of sharp growth in financial concern
between 1968 and 1973, followed by
slight decline through 1989, and most
recently sharp increases in the 1992
and 1994 Surveys to the record high
reached with the fall 1994 freshman
class.

Although not shown in this analysis
and report, the proportion of college
freshmen reporting no concern about
financing their higher educations
reached a peak of 39 percent in 1974
(as the federal Basic Educational
Opportunity Grant Program wais
implemented), and then dropped off to
a record low of 29.9 percent in both

the 1992 and 1994 freshmen classes.

In between those with major and no
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Concern About Financing College Expenses
by Parental Income, 1994
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Parental Income

concemns is a vast middle group that reports some concern
about ability to finance their higher educations. This is about
half of all college freshmen. This group appears to be
precariously perched between just being able to make it if
nothing goes wrong, and perhaps in trouble if something goes
astray in college financial planning.

Concern by Parental Income Levels

For this analysis we have examined detailed cross-tabulations
of concern for financing higher education by a variety of
freshman characteristics likely to be related to this concern,
several of which are reported here. By far the most important
of these in differentiating the freshmen class cohort by level
of concern is parental income.

The UCLA Freshman Survey datza report a negative

relationship between concern about affordability and parental

income:

® Concern abou* ninancing higher education is greatest among
those from lowest parental income levels. About 40

percent of all freshmen from families with incomes below

x $6000 per year doubted their ability to financing their
<

Cri
Ce

higher education with available funding.
® Concern about ability to finance their higher educations is
least among those from the highest levels of parental
income. For freshmen reporting parental incomes above
$200,000 per year, 2.1 percent cited a major concern.
The proportion of freshmen citing major concerns about
affordability declines directly with parental income as shown
in e above chart.

At a second level, just over half--51.2 percent--of all freshmen
cite some concern about their ability to finance their higher
educations. By level of parental income, this rises from about
42 percent of those from parental incomes levels below $6000
per year, to a peak of nearly 58 percent for those from
families with incomes of $40,000 to $50,000 per year, then
drops off to 19 percent for those from families with incomes
of more than $200,000 per year.

Finally, about 30 percent of all freshmen report no concern
about their ability to finance their higher educations. By
parental income, this is less than 20 percent for freshmen from
all parental income levels up to $40,000 per year. As incomes
rise ahove this point, the proportion of freshmen without
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Change in Concern About College Affordability

by Quintiles of Parental Income

1989 to 1994
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financial concerns begins to drop.
Above $100,000 per year in parental
income, more than half of all
freshmen have no concern.  Over
$200,000 in parental income, about 79
percent of all freshmen report no
concerns.

Change by Parental Income
Between 1989 and 1994, the

proportion of all college freshmen
{emning major concern about their

ability to finance their higher
educations increased by 5.8 percent.
However, this increase was not shared
equally across all levels of parental
income.

We have divided the 1989 and 1994
American college freshman population
into equal twenty percent intervals, or
quintiles, of parental income. These
quintiles were defined by the parental
income intervals shown in the chart on
this page.

We then computed the number of
freshmen in each quintile citing major
concemn about ability to finance their
higher educations, and calculated the
proportion citing major concem.
Finally we have compared the
proportion in 1994 in each quintile
with the same 1989 quintile. The
differences are shown in the chart on
this page.

Between 1989 and 1994, major
concern about college affordability
increased by more than the increase
for the total freshman population in
the bottom three quintiles, and by less
than the overall increase in the top two
quintiles.

The cost shift from taxpayers to
students has its greatest negative
impact in these bottom three quintiles
of parental income. Here, student
financial aid is most important, and
when costs and cost increases are not
covered by increased student financial
aid for those who need aid, an
increase in anxiety for those still able
to enroll in college is predictable.

Institutional Type and Control

Freshmen in different types of
collegiate institutions express concemn
about their ability to finance their
higher educations to differeat degrees.
Generally freshmen in black colleges--
both public and private--are most
likely to express serious concems, and
freshmen in universities--both public
and private--are least likely to have
serious concerns about  college
affordability.

Because prices quoted students vary
markedly between public and private
institutions, the similarity in levels of
concern not by institutional control but
by institutional type offers additional
insight. The median family inco

of students are closely related to the
type--not control--of the higher
educational institution they attend.
Generally, the students from the

(911
Q.)
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highest family income backgrounds are
enrolled in universities, public or
private. -Students enrolled in two-year
colleges tend to have the lowest family
income backgrounds.

This relationship is driven not so much

by price as it is institutional

admissions standards.

® The most academically selective
institutions tend to enroll students
from the highest income families.
Freshmen from these affluent

® The increase in major concerns
about ability to finance higher
educations was least in the
universities--both  public and
private—that have the highest
median family incomes.

® The increase in concern was
greatest at private 2-year colleges,
and was somewhat less at other
colleges--both public and private--
that serve students from families
with incomes below those of the
universities.

Gender

Males and females appear to have
quite different levels of anxiety when
it comes to financing their higher
education. For the 1994 class of
freshmen in American higher
education, 15.0 percent of all males
said they had a major concern about
financing their higher educations,
compared to 24.5 percent for females.
For the males 48.8 percent said they
had some concerns, compared to 53.3

families are best able to afford the
higher prices charged at these
pricier institutions. Thus,
relatively few express serious
concern about their ability to
finance their higher educations.

® The least academically selective
institutions tend to serve students
from much lower income family
backgrounds where limited ability
to pay and deteriorating student
financial aid programs naturally
raise anxiety levels.

Major Concern About Financing College
by Type and Control of Institution
1989 and 1994

9

Private Black College 1994

%/////, 1989

Public Black College

For the freshman class of 1994,
median family incomes for those
entering first-time, full-time by
institutions type and control were as

Catholic 4-Yr College

follows: Nonsectarian 4-Year
Private universities $72,769
Public universities $57,540

Nonsectarian 4-year collzges $54,685 Public 4-Yr College

Catholic 4-year colleges $53,689
Protestant 4-year colleges  $49,375 Protestant 4-Yr Coll
Public 4-year colleges $47,090
Private 2-year colleges $44,821
Private black colleges $37,647 Public 2-Yr College
Public 2-year colleges $37,226
Public black colleges $26,882

Private 2-Yr College
Between 1989 and 1994, the

proportion of college freshmen with
major concerns about their ability to
finance their higher educations
increased in institutions of all types
and controls. However, because each

‘institutional type tends to draw its
students from & particular portion of
the parental income distribution, the
increase varied across different types
of institutions.

ERIC
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Major Concern About Financing College
by Gender and Type of Institution
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percent for females. Only 22.2
percent of the females bhad no
concerns, compared to 36.2 percent
for males.

This difference between men and
women college freshmen persists
across institutions of all types and
controls, as shown in the chart on this
page. Generally the pattern from the
previous chart holds true here also:
major concerns about  college
affordability are greatest in the black

colleges and least in the universities
for both men and women.

Within institutional type and control,
the differences between women and
men in their concern about financing
higher education vary little, from 4.3
percent in private black colleges to 8.7
percent in public black colleges.
Between the predominantly whites
colleges, the range was from 5.3
percent at nonsectarian 4-year colleges
to 8.3 percent in public 2-year

Between 1989 and 1994, the anxiety
level about college affordability rose
much faster for women than it did for
men. The proportion of male
freshmen citing major concern about
financing their higher educations rose
by 1.9 percent, while it rose by 7.1
percent for women.

colleges.

We have attempted to explore the
causes of the differences in anxiety
about college affordability between
men and women about college
affordability through traditional
economic principles:

® Parental income backgrounds, and
® Future income prospects.

Here is what we found.

First, in the fall of 1994 male college
freshmen reported median parental
incomes of $50,081, compared to
$45,120 for females. Because womet‘
are both graduating from high school
at higher rates than men, and going on
to college at higher rates than male
high school graduates, women college
freshmen probably represent a broader
spectrum of faraily incomes than do
men.

Thus more women than men from
lower income families are likely to be
present in higher education.

Second, in the 1992 Current
Population Survey (P60-184), median
annual income of males 25 to 34 years
‘with a bachelor’s degree was $31,119,
compared to $23,604 for females.
Even when this is limited to those
working year-round, full-time basis,
median income for males was $34,648
compared to $27,097 for females.

Thus, college offers different payoffs
for each gender. Furthermore, when
increasing levels of educational deb
arc factored into the investmen
decision, the rate of return on a
college investment decision is much
lower for women than it is for mea.
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Major Concern About Financing College
by Race/Ethnicity of College Freshmen
1992 and 1994

College freshmen from different
racial/ethnic groups report quite
different levels of concern about their
abilities to finance their higher
educations. Generally, Hispanics have
the highest anxiety levels and whites
the lowest.

8 . 1984
1992

Other latino 1
As shown in the chart on this page, all

three Hispanic groups tabulated in the
UCLA Freshman Survey reported
greater concerns about affordability
than were reported by any other
group. The proportion of Hispanic
freshmen reporting major concern was
more than twice that of whites.

9
Puerto Rican o

Chicano ..

. :
Between 1992 and 1994, concern lack

about college affordability increased
for all groups except blacks. The
increase in concern was greatest where
the level of concern was greatest--
among all three Hispanic groups.

Amer Indian 1 -

Other

To try to understand the source of
anxiety the minority freshmen, we ) o
revert to our traditional economic Asian 7y

principles--family income background
and future income prospects--and we
add a third economic concept: risk. TOTAL 7

First, as shown previously, concern N
about college is negatively related to White
parental income. Thus, students from
lower family income backgrounds are
more likely to be anxious about their
abilities to finance their higher
educations.

40

Percent Reporting Major Concern

For fall 1994 college freshmen,

median  parentali incomes by Second, with increasing emphasis on Males:
racial/ethnic group from the UCLA repayable federal educational loans to White $31,669
Freshman Survey were: finance higher education for students Black $24,416

from low and middle income family Hispanic $26,258

White $50,397 backgrounds, the potential eamings of Females:
Asian $49,684 college graduates enters the private White $24,142
Other race $44,034 investment decision. According to the Black $22,717
American Indian $39,727 Current Population Survey (P60-184), Hispanic $23,094
Chicano $30,730 in 1992 median annual earnings for Thus, controlling for gender
Puerto Rican $28,841 males and females age 25 to 34 years differences, minorities are likely to
Blacks $26,667 with baccalaureate degrees by race earn less to repay their federal
U()ther Latino $25,638 were as follows: educational loans after college than are

62
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majority  whites. As college
attendance costs increase faster than
incomes and student grant aid,
increasing educational loan repayment

Public University Charges for Tuition, Fees, Room & Board
as a Percent of Median Family Income by Race/Ethnicity
1967-68 to 1993-94

obligations affect borrowers with more
limited income prospects more than
those who have greater earnings
prospects after college or those who
do not have to borrow to finance their
higher educations.

Third, not all students who start
college leave later with a degree. As
loans replace grant assistance, the risk
factor of not graduating from college
and not earning the higher incomes of
college graduates to repay educational
loans enters the private investment
decision calculation.

Here we go back to the Current
Population Reports (P20-476) from the
Census Bureau to determine this risk
factor. Specifically, we examine the
proportion of the population age 25 to
29 years that, having started college,
has completed a baccalaureate degree.
Baccalaureate degree completion rates
for the major racial/ethnic groups in
1992 were as follows:

Whites 49.7%
Blacks 31.1%
Hispanics 33.2%

Viewed as an economic investment
decision, minorities are legitimately
more concerned about their abilities to
finance their higher educations than
whites because they come from lower
income families and are more
dependent on student financial aid, are
likely to earn less than whites when
they graduate and enter the labor
market, and are less likely than whites
to earn a baccalaureate degree when
they start college.

Conclusions

Concerns are clearly growing among
American college freshmen about the
affordability of their higher
educations. The concerns are
:avidespread. They are expressed by

Percent of Median Family Income
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all students, at all types of institutions,
for both genders, for all racial/ethnic
groups.

But more than any other factor,
concerns about college affordability
are related to limited family income.
This relationship is direct and causal.
As costs of higher education are
shifted from taxpayers to students (as
they have been for the last 15 years),
and as higher education becomes
increasingly important to securing the
better paying jobs in the economy,

bt ——
82-83 87-88 92-93

(as has been the case for the last 20
years) economically marginal
populations drawn to higher education

will become increasingly dependent on
financial aid t help pay college costs.

To illustrate the growing importance
of financial &id ic families, we adapted
the above chart from similar charts
developed by Larry Gladieux and Jacq
King of The College Board. This
chart helps illustrate--quite starkly--the
growing importance of financial aid to
help families pay for higher education.

ERIC 63

IToxt Provided by ERI




April 1995

Postsecondary Education OPPORTUNITY

Page 9

Private Correlates of Educational Attainment

Education influences our private lives
in ways both direct and subtle. At the
very least it must be said that people
who are better educated live lives that
are often quite different than those
who are less well educated. Most
people would agree that the differences
enjoyed by the better educated improve
the quality of life. Some of these
differences are caused directly by
education: the greater incomes of the
college educated offer choices about
what do in life not available to those
with lower incomes limited by lesser
educational  attainment. Other
differences in lives are caused by
choices made by individuals that
reflect differences in factual
knowledge, discerning processes of
Jjudgement, cultivared values and other

outcomes from advanced levels of
'education.

Here we report our compilation of the
differences in the lives of adults with
different levels of educational
attainment. QOur attempt here is not to
be complete, but rather to illustrate the
very broad range of important
differences in the lives of adults with
different levels of educational
attainment.

Even the most cursory review of this
compilation reveals large differences
in the lives of those with greater levels
of educational attainment compared to
those of the less well educated.
People with the most education tend to
live longer, healthier, happier and
more productive lives than others with
the least education.

QOur review of data for this report is
based largely on data published in two
sources: the Statistical Abstract of the
United States and American
Demographics magazine. The sharp-
eyed editors of each source are clearly
sensitive to the power of educational

ERIC
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Intoxication
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Percent Wearing Seatbelts

Less than HSG

High School Grad

attainment in differentiating important
aspects of the lives of American
adults. In a few cases, we have used
data from other sources. All sources
are referenced to their original
organization and/or publication for
those who might wish to explore these
relationships further.

There are analogous social correlates
to educational attainment as well,
which are not developed here. The
most obvious are related to income
and have been noted in previous issues

62

.

78

Some College
College Graduate

of OPPORTUNITY. States with
better educated adult populations have
higher per capita personal incomes.
The higher incomes of the better
educated provide most of the
government tax revenues that are
collected from taxpayers and then
allocated by government to social
welfare programs for the less well
educated (e.g. corrections, Aid to
Families with Dependent Children,
cash assistance, Supplemental Security
Income, Food Stamps, housing
assistance and Medicaid).
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Educational Attainment

Less High Bachelor’s
Than School Some Degree or
Correlate HSG Graduate | College More Source
Population
Educational Aitainment of Population 25 Bureau of the Census.
Years and Over (1993)(% Distribution) Current Population
Total Reports, P20-471, 459,
White 18.5% 35.6% 23.3% 22.6% and 1990 Census.
Black 29.6% 36.3% 22.0% 12.2%
Asian 15.8% 24.9% 17.2% 42.0%
Arab-Americans 17% 21% 27% 35%
Male
Female
" Educational Attainment of Hispanics 25 Bureau of the Census.
Years and Over (1993)(% Distribution) Current Population
All Hispanics 46.9% 44.1% 9.0% Reports, P20-475.
Mexican 53.8% 40.3% 5.9%
Puerto Rican 40.2% 51.8% 8.0%
Cuban 37.9% 45.6% 16.5%
Central/South American 37.1% 47.8% 15.1%
Other Hispanic 31.1% 53.8% 15.1%
Employment and Unemployment

Civilian Labor Force 25 Years and Over Bureau of Labor
Civilian labor force (1993)(000) 12,360 37,821 28,413 29,062 Statistics
Labor force participation rate (1993)

Total 39.7% 65.4% 75.0% 81.0%
Male 52.8% 77.0% 83.4% 86.3%
Female 28.3% 56.0% 67.7% 74.9%
White 40.1% 64.8% 74.4% 80.8%
Black 37.1% 69.9% 79.7% 84.8%
Hispanic 55.7% 73.2% 81.6% 83.7%

Worklife Expectancy at Birth (1979-80) Bureau of Labor
Male 34.6 yrs 39.9 yrs 41.1 yrs Statistics. Monthly
Female 22.3 yrs 30.1 yrs 34.9 yrs Labor Review, August

198s.

Percent of Life Economically Active from Bureau of Labor

Birth (1979-80) Statistics. Monthly
Male 49% 57% 59% Labor Review, August
Female 29% 39% 45% 198s5.

Unemployment Rates (1991) Bureau of Labor
Total 11.0% 5.9% 1.8% 2.8% Statistics
Males 11.0% 6.4% 49% 2.8%

Females 10.9% 5.4% 4.7% 2.8%
Whites 10.3% 5.4% 4.2% 2.7%
Blacks 14.7% 9.9% 8.8% 4.1%
Use Computers at Work (1993) 9.5% 34.1% 50.9% 67.4% Quarterly Journal of
Economics.




Educational Attainment
Less High Bachelor’s
Than School Some Degree or
| Correlate HSG Graduate | College More Source
Income, Benefits and Wealth
Median Income of Persons (1993) Bureau of the Census.
Total Current Population
Males $14,550 $21,782 $26,323 $41,649 Reports, P60-188.
Females $7,187 $11,089 $14,489 $25,246
Year-Round, Full-Time Workers
Male $21,752 $27,370 $32,077 $47,740
Female $15,386 $19,963 $23,056 $34,307
Total Money Income of Families (1993) Bureau of the Census.
Median $22,224 $33,674 $40,736 $64,941 Current Population
Mean $28,013 $39,242 $46,526 $80,098 Reports, P60-188.
Spending by Consumer Units (1992) Bureau of Labor
Consumer Units (000) 24,191 29,622 23,499 22,706 Statistics. 1992
Average Income After Taxes $17,741 | $28,115 $30,639 $48,246 Consumer Expenditures
Average Total Spending $18,240 | $26,924 $31,221 44,237 Survey.
Food $3,231 $4,129 $4,353 $5,340
Food at Home $2,403 $2,669 $2,509 $2,950
Food Away from Home $828 $1,460 $1,844 $2,391
Housing $5,920 $8,340 $9,751 $14,393
Shelter $3,159 $4,549 $5,678 $8,658
Utilities/Public Services/Fuels $1,693 $2,010 $1,927 $2,318
Household Operations 201 $354 $462 $990
. Housekeeping Supplies $305 $400 $448 $574
Furnishings/Equipment $561 $1,027 $1,236 $1,852
Apparel and Services $922 $1,397 $1,877 $2,705
Men's and Boys’ $220 $344 $520 $736
Women's and Girls' $341 $564 $743 $1,082
Children Under 2 $62 $83 $76 $87
Footwear $177 $208 $229 $311
Other Products/Services $122 $198 $309 $488
Transportation $3,207 $5,188 $5,739 $6,901
Vehicle Purchase (net outlay) $1,271 $2,269 $2,494 $2,745
Gasoline and Motor Oil $749 $1,016 $1,027 $1,101
Other Vehicle Expenses $1,052 $1,694 $1,912 $2,507
Public Transportation $135 $209 $306 $547
Health Care $1,515 $1,521 $1,516 $2,305
Health Insurance $689 $733 $650 $833
Medical Services $393 $422 $533 $801
Drugs and Medical Supplies $432 $346 $333 $402
Entertainment $680 $1,338 $1,670 $2,398
Personal Care $237 $361 $433 $515
Reading $76 $138 $169 $276
Education $119 $215 $579 $868
Alcohol $149 $252 $366 $441
‘Tobacco and Smoking Supplies $306 $360 $241 $165
Miscellaneous $405 $684 $853 $1,155
Cash Contributions $393 $634 $905 $2,039
&Pcrsonal Insurance/Pensions $1,081 $2,367 $2,770 $5,006

J




Educational Attainment
Less High Bachelor’s
Than School Some Degree or

Correlate HSG Graduate | College More Source

Money Income of Families (1992) (Percent Bureau of the Census.

Distribution within Quintile) Current Population
Lowest Fifth 41.3% 19.1% 13.5% 4.2% Reports, P60-184.
Second Fifth 29.9% 23.3% 17.9% 8.4%

Third Fifth 16.0% 24.2% 23.4% 14.7%
Fourth Fifth 8.7% 21.1% 24.9% 25.3%
Highest Fifth 4.0% 12.2% 20.4% 47.4%
Top 5 Percent 0.6% 1.6% 3.6% 15.7%

Health Insurance Coverage (1987-89) Bureau of the Census.

Government or Private Current Population
For Entire Period 72.8% 74.9% 85.5% Reports, P70-29.
For Past of the Period 21.0% 21.8% 12.8%

No Coverage 6.2% 33% 1.5%

Private for Entire Period 48.1% 68.4% 82.6%

Household Wealth (1991) Bureau of the Census.
Median Net Worth $23,586 $33,254 $31,081 $72,373 Household Wealth and
Households Owning Asset Types: Asset Ownership.: 1991,

Interest Earning Assets in Institutions 54.8% 72.1% 78.3% 89.1% Current Population
Other Interest Earning Assets 3.5% 6.1% 8.1% 19.9% Reports, P70-34.
Regular Checking Accounts 37.0% 47.3% 51.2% 48.6%
Stocks, Mutual Fund Shares 7.9% 16.7% 22.6% 38.2%
Own Business or Profession 6.5% 10.9% 12.8% 17.3%
Motor Vehicles 73.3% 88.2% 90.7% 93.3%
Own Home 59.5% 65.9% 62.6% 70.7%
Rental Property 6.2% 7.6% 8.7% 14.5%
Other Real Estate 1.2% 9.5% 11.5% 15.3%
Mortgages 1.4% 1.7% 1.9% 3.3%
U.S. Savings Bonds 8.2% 17.1% 22.3% 25.7%
IRA/KEOGH Accounts 9.3% 19.2% 22.7% 42.8%
Other Assets 1.1% 1.7% 2.7% 6.2%

Median Value Assets for Asset Owners:

Interest Earning Assets in Institutions $3,907 $2,860 $2,716 $5.322
Other Interest Earning Assets $12,776 $14,773 $17,921 $18,179
Regular Checking Accounts $394 $422 $554 $800

Stocks, Mutual Fund Shares $8,154 $5,044 $4,151 $7,347
Equity in Business or Profession $11,854 $13,239 $6,490 $9,057
Equity in Motor Vehicles $3,340 $5,037 $5,260 $7,084
Equity in Own Home $39,141 $41,334 $40,772 $55,310
Rental Property Equity $17,644 $30,344 $32,581 $44,892
Other Real Estate Equity $18,885 $21,335 $25,221 $27,342
U.S. Savings Bonds $555 $713 $655 $819

IRA/KEOGH Accounts $11,233 $10,338 $10,843 $12,971
Other Assets $25,410 $17,031 $15,513 $22,548

Attitude Toward Financial Risk (1983) Federal Reserve
Percent Willing to Take Financial Risk 34% 54% 63% 78% System. 1983 Survey of

Consumer Finances.




Educational Attainment

Less High Bachelor’s
Than School Some Degree or
Correlate | HSG Graduate | College More Source
Poverty, Welfare, and Dependency

Families Below Poverty Level (1992) Bureau of the Census.
Total 24.1% 11.0% 7.2% 2.2% Current Population
White 19.3% 8.4% 5.5% 1.8% Reports, P-60-185.
Black 44.2% 28.4% 19.2% 4.7%

Hispanic 355% 19.4% 12.9% 6.6%

Participation in Government Assistance Bureau of the Census.

Programs (1988) Current Population
Average Monthly Participation Reports, P70-31.

Total 20.5% 7.4% 2.8%
AFDC, Cash Assistance 5.0% 2.1 % 0.6%
Supplemental Security Income 6.0% 1.3% 0.5%
Food Stamps 11.6% 3.8% 1.0%
Housing Assistance 6.7% 2.9% 1.3%
Medicaid 13.1% 4.2% 1.4%
Ever Participated in Assistance Programs
Total 24.3% 10.2% 4.6%
AFDC, Cash Assistance 6.6% 3.2% 1.0%
Supplemental Security Income 6.3% 1.4% 0.5%
Food Stamps 15.0% 5.8% 2.0%
Housing Assistance 15.7% 5.6% 2.1%
i_Medicaid 8.1% 4.0% 1.8%
. Health
Life Expectancy (1960) (Years of Life Kitagwa and Hauser,
Remaining at Age 25 Differential Mortality in
White Males 45.6 yrs 46.0 yrs 47.1 yrs the United States.
White Females 53.4 yrs 52.2 yrs 56.4 yrs 1973.
Women’s Health Practices (1990) National Center for
Age 18 Years and Over Health Statistics.
Had Professional Breast Exam 43.0% 52.2% 59.7% Health Promotion and
Knew How to do Breast Self-Exam 76.0% 89.7% 92.8% Disease Prevention,
Did Breast Self-Exam Monthly 43.9% 43.6% 42.2% United States 1990,
Had a Pap Smear 37.9% 49.6% 57.2% Vital and Health

Age 35 Years and Over Statistics.
Ever Had a Mammogram 44.9% 59.0% 65.5%
Had Mammogram in Past 3 Years 37.4% 51.8% 58.5%

Personal Health Practices (1990) National Center for
Eats Breakfast Almost Every Day 58.6% 52.6% 58.8% Health Statistics.
Rarely Snacks 26.9% 24.0% 26.4% Health Promotion and
Exercised/Played Sports Regularly 25.9% 37.0% 52.1% Disease Prevention,
Had Two or More Drinks on Any Day 51% 5.9% 5.4% United States 1990,
Current Smoker 31.8% 29.6 % 18.3% Vital and Health
20%/More Above Desirable Weight 32.7% 28.6% 23.8% Statistics.

Customers for Vitamin Supplements 34% 39% 41% 47% Louis Harris &

(1992) Associates, for

Prevention magazinc.
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Correlate HSG Graduate | College More Source
Wearing Seatbelis While Driving American Journal of
Intoxicated (1990) Public Health.
Below Legal Level of Intoxicatict 39% 41% 51% 66 %
Above Legal Level of Intoxication 15% 20% 31% 78%

Personal Life

Adult Education {(1990-91) National Center for
Participation Rate 14 % 22% 39% 2% Education Statistics.
Reasons for Taking Course: Adult Education Profile

Personal/Social 30% 31% 33% 28% Sfor 1990-91.
Advance on the Job 43 % 55% 53% 70%
Train for a New Job 13% 13% 10% 6%
Complete Degree or Diploma i6% 9% 19% 11%

Multimedia Audiences (1993) Mediamark Research,
Television Viewing 94.5% 94.1% 92.6% 91.4% Inc. Multimedia
Television Prime Time Viewing 84.7% 81.9% 78.1% 71.3% Audiences.

Cable Viewing 48.9% 62.1% 64.2% 64.3%
Radio Listening 75.7% 85.7% 91.1% 90.5%
Newspaper Reaiding 68.4% 84.9% 89.0% 93.8%

Choose Among Three or Fewer 50% 56% 60% 50% Roper Organization.

Restaurant Chains When Eating Out

(1992)

Fishermer and Hunters (1991) (Percent Bureau of the Census

Distribution and Fish and Wildlife
Fishing 17% 33% 22% 24% Service. 1991 National
Hunting 18% 44% 21% 16% Survey of Fishing,

Hunting, and Wildlife-
Associated Recreation.

Participation in Leisure Activities at Least National Endowment
Once in Prior 12 Months (1992) for the Arts. Arts
Exercise Program 30% 55% 1% 15% Participation in
Playing Sports 18% 34% 49 % 55% America, 1982 to 1992.
Camping, Hiking or Canoeing 21 % 31% 2% 42%
Home Improvement/Repair 34% 47% 53% 52%
Reading Literature 32% C49% 65% %
Aitendance at Various Activities at Least National Endowment
Once in Prior 12 Months (1992) for the Arts. Arts
Jazz Performance 2% 6% 14% 20% Participation in
Classical Music Performance 3% 7% 14% 23% America, 1982 to 1992,
Opera 1% 1% 3% 6%
Musical Play 5% 12% 21% 30%
Non-musical Play 4% 8% 16% 23%
Ballet 1% 2% 6% 9%
Art Museums 7% 16 % 35% 46%
Historic Park 15% 26 % 43 % 52%
Movies 35% 54% 21% 77%
Sports Events 19% 33% 45% 51%
Amusement Park 35% 51% 59% 58%
-
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Less High Bachelor’s
Than School Some Degree or

Correlate HSG Graduate | College More Source :

Music Preferences (1992) National Endowment
Country/Western 53.5% 57% S0% 44 % for the Arts.
Mood/Easy Listening 26.5% 49% 56% 58%

Rock 19.5% 42% 54% 53.5%
Blues/Rhythm & Blues 20% 36% 50% 54.5%
Big Band 21.5% 32% 37% 48%
Jazz 12.5% 28% 42% 52%
Classical 14% 25% 39% -58%
Skow Tunes/Operetta/Musicals 9.5% 22% 33% 45.5%
Contemporary Folk 11% 20% 25% 34%
Opera 55% 9% 14% 21%

Book Purchasing (1992) (% Distribution) Book Industry Study
Total 8.2% 52.4% 39.4% Group. 1991-92
Mass Market (pocket size, mass merch) 11.6% 60.3% 28.1% Consumer Research
Trade (all other paperbound books) 5.0% 44.2% 50.8% Study on Book
Hardcover 6.2% 49.4% 44.4% Purchasing.

Gun Ownership (1993) Bureau of Justice
Total 47% 46 % 38% Statistics. Sourcebook
Pistol 18% 25% 24% of Criminal Justice
Shotgun 30% 32% 22% Statistics.

Rifle 27% 27% 20%

Consumer Purchases of Sporting Goods The Sporting Goods

(1992) (% Distribution) Marker in 1993.
Aerobic Shoes 7% 26% 30% 37% National Sporting
Gym Shoes/Sneakers 7% 30% 31% 32% Goods Association.
Jogging/Running Shoes 5% 21% 29% 45%

Walking Shoes 9% 28% 28% 33%
Fishing Tackle 9% 27% 33% 30%
Camping Equipment 6% 23% 34% 37%
Exercise Equipment 6% 24 % 23% 47 %
Hunting Equipment 8% 28% 35% 28 %
Team Sports Equipment 3% 22% 32% 43 %
Golf Equipment 3% 15% 27% 54%
Family Life

Women Who Have Had a Child in the Bureau of the Census.

Last Year (1992) Current Population
Women 15 to 44 Years Old Reports, P20-454.

Total Births per 1000 Women 67 65 58 62

First Births per 1000 Women 24 25 24 28
Women 15 to 29 Years Old

Total Births per 1000 Women 79 113 75 69

First Births per 1000 Womea 33 50 38 45
Women 30 to 44 Years Old

Total Births per 1000 Women 40 33 49 60

First Births per 1000 Women 4 7 13 20

Birthing Center Utilization (1535-87) New England Journal

(Percent Distribution) of Medicine, December
Births at Birth Centers 12.4% 32.3% 23.5% 31.8% 28, 1989.

All Births 15.5% 43.7% 22.1% 18.7%
(U
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Less High Bachelor’s
Than School Some Degree or
Correlate HSG Graduate | College | More Source
Living Arrangements of Children Under Bureau of the Census.
18 Years by Parental Educational Unpublished data.
Attainment (1993)(Percent Distribution) A
All Races 18.0% 34.6% 25.1% 22.3%
Living with Both Parents 13.9% 33.1% 25.5% 27.4%
Living with Mother Only 29.1% 38.3% 24.5% 8.2%
Living with Fathce Only 25.4% 40.1% 20.6% 13.9%
White 16.6% 33.7% 25.6% 24.2%
Living with Both Parents 13.6% 329% 25.9% 27.9%
Living with Mother Only 27.8% 35.8% 26.4% 10.0%
Living with Father Only 25.4% 39.8% 21.2% 13.8%
Black 25.1% 42.2% 23.6% 9.1%
Living with Both Parents 16.2% 41.0% 27.9% 17.3%
Living with Mother Only 30.9% 43.1% 21.0% 5.0%
Living with Father Only 26.1% 41.9% 18.9% 12.4%
Hispanic 51.9% 26.6% 15.1% 6.4%
Living with Both Parents 50.8% 25.6% 15.9% 7.7%
Living with Mother Only 54.1% 29.4% 13.2% 3.4%
Living with Father Only 53.7% 23.3% 15.9% 7.1%
Primary Child Care Arrangements Used Bureau of the Census.
by Employed Mothers for Children Under Current Population
S Years (1991) (Percent Distribution by Reports, P70-36.
Mother’s Education)
Care in Child’s Home 45.2% 34.3% 35.6% 34.1%
Care in Another Home 35.3% 33.2% 31.5% 25.0%
Day/Group Care Center 8.5% 159% 17.0% 17.2%
Nursery/Pre-school 6.4% 4.1% 8.1% 11.7%
Mother Cares for Child 2.9% 10.2% 6.4% 11.1%
Other Arrangements 1.7% 2.3% 0.5% 0.9%
Married Fathers Caring for Their National Survey of
Children (1993) Families and
3 Hours Per Day Caring for Preschooler 36% 22% Households.
Play with Children Almost Every Day i
Oldest Child Younger than 5 7% 79%
Oldest Child 5 to 18 18% 16%
Help Children Learn Almost Every Day
Read to Children Under 5 17% 36%
Help with Homework Oldest 5 to 18 45% 61%
Praise Children Very Often
Oldest Child Younger than 5 77% 85%
Oldest Child 5 to 18 46 % 61%
Yell at the Children Sometimes or Often
Qldest Child Younger than 5 49% 47%
Oldest Child 5 to 18 58% 57%
Absentee Fathers Visits to Child (1993) National Survey of
None 21.7% 20.0% Families and
One to Several Times per Year 23.2% 32.2% Households.
One to Several Times per Month 24.2% 16.5%
One or More Times per Week 27.3% 27.2%
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Lifetime Births Expected by Women 18 to ' Bureau of the Census.
34 Years Old (1992) . Current Population
Births to Date per 1000 Women 1776 1325 887 644 Reports, P20,
Future Births Expected per 1000 Women 616 718 1”7 1389 unpublished data.
Lifetime Births Expect per 1000 Women 2393 2043 2058 2033
Community Life
Volunteer Work (1991) Independent Sector
Doing Volunteer Work 22.1% 4.7% 66.1% 76.6 % survey, 1992.
Average Hours Volunteered per Week 5.1 hrs 4.1 hrs 3.5 hrs 4.6 hrs
Volunteer Work (1989) (% Distribution) 8.3% 18.8% 28.1% 38.4% Bureau of Labor
Churches, Other Religious Organizations 48.4% 41.5% 36.8% 329% Statistics. News,
Schools, Educational Organizations 6.6% 12.5% 14.7% 17.4% USDL-90-154.
Civic, Political Organizations 10.0% 11.2% 13.3% 16.4%
Hospitals, Health Organizations 10.0% 11.1% 10.8% 9.7%
Social, Welfare Organizations 13.1% 8.8% 10.1% 10.1%
Sport, Recreational Organizations 4.8% 8.2% 8.0% 7.8%
Other Organizations 7.0% 6.7% 6.3% 5.7%
Registered to Vote (1992) . Bureau of the Census.
Total 50.4% 64.9% 75.4% 84.8% Current Population
Reports, P-20-466.
Voted in Presidential Election (1992) Bureau of the Census.
Total 41.2% 57.5% 68.7% 81.0% Current Population
Reports, P-20-466.
Political Party Identification (1992) Center for Political
Strong Democrat 35% 20% 14% Studies, University of
Weak Democrat 16 % 19% 17% Michigan.
Independent Democrat 14% 15% 14%
Independent 11% 13% 11%
Independent Republican 4% 12% 14%
Weak Republican 9% 12% 17%
Strong Republican 9% 9% 14%
Apolitical 3% 2% 0%
Influential Community Leadership (1992) The Roper
{Percent Distribution) Organization.
Influentials 5% 22% 29% 44 %
General Public 20% 37% 23% 19%
Crime and Defense
State Prison Inmates (1991) (Percent 41.2% 58.8% Bureau of Justice
Distribution) Statistics. Profile of
State Prison Inmates,
1991.
Prisoners Under Sentence of Death (1992) 46.5% 32.4% 9.0% Bureau of Justice

(Percent Distribution)

Statistics. Capital
Punishment.
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Expenditures for Education per Full-Time-Equivalent Student
in Public Higher Education

The funding agonies during the 1990s
of public higher education have been
reported in many places, especially by
public institutions and their national
organizations. These funding agonies
are the direct result and consequence
of substantial reductions in the shares
of state budgets allocated 10 higher
education. During the 1990s, this
reduction in shares of state budgets
has been worsened further by mid-year
budger reductions.

Because serious budget reductions
have obvious implications for
educational opportunities for students
through the capacity of public higher
education institutions and the quality
of the programs they are able to offer,
we havz examined enrollment and
fiscal data reported to the National
Center for Education Statistics through
the Integrated Postsecondary
Education Data System (IPEDS)
surveys.

Our analyses suggest that not all is so
bleak as may first appear. There is
both good and bad news in the
available enroliment and fiscal data.
Among the highlights of this analysis
are the following findings:

@ Nationally, constant dollar funding
from states and students rose from
about $6000 per FTE students
between FY 1976 and FY 1984 to
about $7200 per FTE student
between FY 1986 through FY1992.
Between FY 1986 and FY 1992, the
expenditure per FTE student shifted
sharply between the states.
Between FY1980 and FY 1992 the
share of the total expenditures of
public institution for student
education increased from 21.4 to
30.9 percent of the total.

During this same period, the share
provided by states declined from
78.6 to 69.1 percent of the total.
Within the total expenditure for

Expenditures for Education per FTE Student
in Public Higher Education, FY1976 to FY1992
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Full-time-equivalentenrollment data as
defined by MNCES is full-time
enrollment plus either the FTE
equivalent of part-time enrollment if
reported by the institutions or one-
third of part-tinie enrollment if FTE is
not reported by the institution.

Expenditure data are collected in the
financial surveys by NCES. ‘We have
calculated expenditures for education
as a subset of Educational and General
Expenditures. Our definition includes
all reported expenditures for
instruction, student services, and
student grants and scholarships, plus a
portion of the expenditures reported
for institutional support, academic
support and plant operations and
maintenance. This portion is the share
of instruction, research and
community service expenditures
represented by instructicn.

‘Zonstant dollar calculations are based
on the Consumer Price [ndex for
urban consumers.

National Expenditures

In FY1992, public institutions spent
$56.436 billion on education for
7,862,845 FTE students, or $7177 per
FTE student. This was spent as
follows:

Instruction 58.1%
Academic Support 9.0%
Student Services 8.3%
Institutional Support 10.4%
Plant Operations & Maint. 8.4%
Scholarships and Grants 5.8%

Public institutions collected $17.455
billion in tuition and fees from
students, or $2220 per FTE. The
balance of $4957 per FTE was
provided from other sources, mainly
state taxpayers.

OBetween FY1976 and FY1992, and
especially between FYI1984 and
FY 1986, expenditures per FTE student
rose in public higher education. From
FlY1976 through FY1984, constant
¢

Change in Instructional Expenditure per FTE Student
in Public Higher Education Between FY1986 and FY1992
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Change in Constant Dollars per FTE Student

1992 dollar expenditures per FTE
averaged about $6100, then jumped by
19% to nearly $7300 between FY 1986
through FY1992.

The expenditure per FTE peak was
reached in FY1988 at $7332. By
FY 1992 this had slipped to $7177, or
about 98 percent of the FY 1988 level.
The portion provided by states peaked
at $5453 in FY 1987 and by FY1992
had dropped to $4959, or about 91
percent of the FY1987 state support

7%

levei. The decline in state support of
$494 between FY1987 and FY1992
was partly made up with increased
tuition and fee revenues of $362 per
FTE during the same period.

Changes in Instructional
Expenditures

By far the largest component of
educational expenditures for education
in public institutions is instruction. As
a proportion of the total, this share has
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declined slightly from 59.0 percent in
FY1976, to 58.0 percent in FY1985,
and stood at 58.1 percent in FY1992.
(No other component of educational
costs amounts to more than about 10
percent of educational expenditures.)

Comparisons of instructional
expenditures are difficult at best,
largely because of the variability of
the meaning of full-time-equivalent
student between states, between
institutions, or even between programs
within an institution. A freshman
FTE, for example, is not comparable
to a medical student FTE in budgets.

However, changes in expenditures per
FTE do have some limited meaning.
Here we examine changes in
expenditures per FTE student within
states between the fiscal years of 1986
and 1992. This is a period of
relatively stable expenditures per FTE
in the aggregate. In 1992 dollars,
public institutions spent $4157 per
FTE for instruction in FY1986 and

$4200 in FY1992--up 1.0 percent.

However, very large changes
expenditures for instruction occurred
within states between FY1986 and
FY1992. Twenty nine states increased
their expenditures per FTE for
instruction.  The largest increase
occurred in Hawaii, which increased
from $4641 to $6461, or by 39
percent. Expenditures for instruction
also increased by more than $500 in
Connecticut, Minnesota, Maryland,
Delaware, District of Columbia and
Washington. Large decreases in
instructional expenditures occurred in
Wyoming, Alaska, Arkansas,
Tennessee, Utah, Georgia,
Mississippi and Alabama.

Conclusions

On the whole, expenditures for student
education in public colleges and
universities appear to be quite close
to record highs in FY1992. The
most recent seven fiscal years of
published data--1986 through 1992--

contpare favorably with data for the
prior ten-year period.

This overall picture, however,
obscures several problems in the

‘financing of educational opportunity

for students in public institutions.

Among these are:

® Costs of higher education are being
shifted to students largely without
regard for the differing abilities of
students to pay the larger share of
the costs of their own educations.
In constant dollars, between
FY1980 and FY1992 tuition
revenues per FTE increased by
$921. Institutional financial aid per
FTE increased by $155 during this
period--17 percent of the increase.

® Overall stability obscures very
large increases and decreases in
expenditures for the core activity of
student instruction among the
states. Those states with large
decreases appear to be curtailin
the quality of higher educational
experiences for their students.
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It’s All a Matter . . .

. . . of Degrees

Educationai Attainment

In an economy where standard of
living is determined by income, and
income is ircreasingly determined by
educational attainment, who gets
educated and who is left out becomes
a life-or-death public policy decision.
Congress is making those decisions
today.

Congress is deciding not whether to
expand federal investments in the
future labor force, but instead how
‘sharply to reduce those investments.

In making those decisions, Congress is
deciding the fate of individuals who
need financial aid 10 get the education
that could equip them for more
productive and better paid roles in the
future work force. Congress is also
deciding who among the needy will be
denied the financial aid that will leave
them without the education and
training that would lead to jobs and
incomes that support adecent standard
of living. Congress is literally
deciding who will have a life and who

will not.

Congress is also deciding whether the
United States will remain a land of
opportunity for those with talent and
motivation to succeed butr limited
financial resources, or become o land
of institutionalized inequality where
educational opportunity after high
school will become reserved for those
able to pay for it themselves without
government aid. The United States
has moved decisively in this direction

Educational Attainment of Americans by Age
1994
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since the end of the 1970s. Across
levels of family income, higher
educational  opportunity is more

unequally distributed today than it has
been at any time in the last twenty-fve
years.

Congress has designed the feacral
component of this social policy shift by
shifting the costs of federal student
Sfinancial aid to those least able to
afford them. The steps have been:
® Congress begins to shift the federal
student financial aid emphasis from
grants to loans.
® Origination and insurance fees
increase the cost of loans 1o
students.
® [nterest rates on loans increased.
® Tax deductibility of interest on
educational loans elimino:ed.
Now Congress proposes to eliminate
the in-school interest subsidy and add
it to the loan principal for repavment
to the lender.

Here we review data on educational
attainment: who among the adult
population of the United States has the
education and training to compete for
the better paying jobs available in the
labor force. We find huge disparities
in the distribution of educational

attainment across different segments of

the American population. These
disparities  translate  directly and
immediately into disparities in living
standards, as measured by incomes.

Educational policy created to narrow
discrepancies in educational attainment
is under violent assault in Coagress
today. It is timely, therefore, that we

review here the current distribution of

postsecondary education and training
in the adult population.

The Data

Our primary source for data is the as
yet unpublished data collected by the
Census Bureau in the March 1994
Current Population Survey.  These

A+ have been collected annually to

Aruitoxt provided by Eic:

describe in  standard  demographic
measures of the population the amount
of education attained.

The Current Population Survey is
limited to the civilian, noninstitutional
population.

The CPS data on educational
attainment is now collected from the
question: "What is the highest grade of
school has completed, or the
highest degree ... has received?”
Prior to 1992, the CPS asked for
information on the number of years of
school completed--not degree received.
Thus, there is a comparability issue
between the 1992-1994 data and data
reported tor prior years.

Moreover, schooling data refers to
progress in what the Census Bureau
refers to es “regular” schools, These
include graded public, private and
parochial elementary and high school,
colleges, universities, and professional
schools. Both day and night schools
are included.  Generally “regular"
schools refer to schools that offer a
diploma or degree at the conclusion of
a program of studies.

The standard demographic measures of
the population reported by the Census
Bureau include gender, race/ethnicity,
age and other factors. The data on
age refer to those 15 and older, and
thus for our postsecondary analyses
necessarily  reflect  education  in
progress.  We rework the data on
race/ethnicity to add important insights
on educational attainment among
largely  distinct  groups of  the
population: Anglos, Blacks, Asians
(mainly) and Hispanics.

Attainment in the Population

In March of 1994 there were 200.77
million Americans ages 15 and over.
Of this total, 76.3 percent were high
school graduates and 19,2 percent had
a bachelor's degree or more from
college.  Among those 25 years and

l“/
{

over, 0.9 percent were high school
graduates and 22.2 percent had at least
a backelor's degree.
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By age group, the proportion of the
population with a high school diploma
is highest among those 40 to 44 years
old at 89.3 percent. Similarly, the
proportion of the population with at
least a bachelor’s degree is highest in
this age cohort at 29.0 percent. This
peak appears to occur fairly late
because 0 many people continue and

somplete their studies when in their
30s.

Whites and Blacks

Since 1940, the proportion of the
population ages 25 to 29 years with
four years or mure of college (1940 to
1991) or with at least a baccalaureate
degree (1992 to 1994) has increased.
However, nearly all of this increasc
occurred between 1940 and about
1977, us shown in the chart to the
right.

Among whites, the proportion of the
population with a bachelor’s degree
increased from 6.4 percent in 1940 to
a peak of 25 3 percent in 1977. Since
1977 the proportion of the population
with a bachelor's degree has actually
declined to 24.2 percent.

Among blacks, the proportion of 25 to
29 year olds with bachelor's degrees
follows the same general pattern:
increasing tfrom 1.6 percent in 1940 to
13.0 percent in 1976, and remaining
close to this level through 1994 when
it reached a peak of 13.8 percent.

Note that the increase in educational
attainment wnony 25 to 29 vear olds
peaked about 1976 or 1977 This
population was just graduating from
high school a decade earlier, about
1966 or 1977. There appear to be
different explanations for whites and
blacks.

For whites, the bulge in educational
attanment around 1976 1 clearly a
product of the Vietnam War and the
exemption  from nulitary
provided by college

ServIce

enrollment

Four-Year/Baccalaureate College Attainment Rates
for Blacks and Whites 25 to 29 Years
1940 to 1994
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1970s. The
incentive to enter college was also an
incentive to stay enrolled, and many

through the ecarly

miales did so through graduation. 1t

one were to "shave off” this anomaly
(another federal policy decision), the
rapid  growth in  white  tour-year
college attamment that began - about
1950 would probably have continued
but at a slower rate after the nud
1970, In this hght the two-year
downturn i 1993 and 1994 iy
noteworthy and clearly deserves close

73
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monitoring in the future.

Blacks, on the other hand, sustained
nearly all of the sharp gains that peak
about 1977. Blacks appear to be the
beneficiaries of proactive civil rights
and economic legislation passed by
Congress in 1964 and 1965,
sometimes known as the War on
Poverty. Their gains ten years later in
cducational attainment among those 25
to 29 years old appear to be a direct
product of federal social and economic
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policies enacted into law during this
enlightened era of federal policy
making.

Race/Ethnicity and Gender

In March of 1994 the proportion of 25
to 29 year olds that had completed at
least a bachelor’s degree varied widely
between genders and racial/ethnic
groups.

Overall, 23.3 percent in this age range
held a bachelor’s degree. However,

women were more likely than men to
have the degree: 24.0 versus 22.5
percent.  Those of other race--mainly
Asians--were about four times more
likely to have received a bachelor’s
degree than were Hispanics: 32.8
compared te 8.0 percent.

The chart below shows the very wide
range in bachelor’s degree attainment
among different classifications of the
population between 25 and 29 years.
At the extremes, an Asian female is
nearly six times more likely than a

Four-Year/Baccalaureate College Attainment Rates
by Race/Ethnicity and Gender for 25 to 29 Year Olds

Asian Females

Anglo Females

Anglo Males

Black Males - 11.7

Hispanic Females 9.8
Hispanic Males - 6.6
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Percent with Four-Years/Baccalaureate or More _

Hispanic male to have earned at least
a bachelor’s degree from college.

(A note on our racial/ethnic
classifications: The Census Bureau
publishes data on totals, whites, blacks
and Hispanics. From these data we
derived the four groups shown in the
chart on the following page. Anglos
are whites minus Hispanics. Asians
are total minus whites and blacks.
What we call Asian also includes
American Indians.)

Comment on Gender Differences

In March of 1994 for each of the four
population groups, females are more
likely to have earned a bachelor’s
degree by age 24 than are males. This
difference is very large among Asians,
blacks and Hispanics, and smallest
among Anglos.

This accomplishment reflects simply‘

stunning gains by women in
educational attainment, both compared
to men and compared to where women
were after World War 11. In the early
19505 women were less than hailf as
likely as men to hold a bachelor’s
degree by age 25 to 29. As recently
as the early 1960s women were only
about 55 percent as likely as men to
have this degree. However, all this
began to change about 1965, and by
1961 women in this age range
surpassed men in bachelor's degree
attainment.

Overall, however, there are two

distinct eras evident in these data.

® During the first era, between 1950
and 1975, the proportion of the
population ages 25 to 29 that held
at least a bachelor’s degree from
college increased sharply.

® During the second period, from

1975 through 1994, there has bwr:’

virtually no growth in attainment o
baccalaureate degrees among 25 to
29 year olds.
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Where More . . .

. Really Means More

Income and Educational Attainment by Gender

Since the early 1970s, private welfare
as measured by income has been
redistributed according to educational
attainment. Those with the highest
levels of educational attainment have
seen their incomes rise faster than
inflation, and hence experienced real
gains in living standards. Others with
the lowest levels of educational
attainment have seen inflation increase
faster than their incomes, and thus
have experienced real declines in their
living standards.  Since the early
1970s postsecondary education has
become the dividing line between
workers who are succeeding and those
who are failing in the labor force.

Therefore, public policy that fosters
postsecondary educational opportunity
proadens private and social welfure,
and public  policy  that  narrows
opportunity  for  postsecondary
education also narrows private and
diminishes social welfare. {(Congress:
Are you listening?)

In this analysis we examine
unpublished data on income by
educational attainment for adults from
the March 1994 Current Popuiation
Survev by the Census Bureau. These
data are normally published 1n a
standard table in the P20 report on
educational attainment.  However,
extensive changes in Census Burcau
publications may mean that these data
may not be published in future years
despite their vital insights into the Key
relationship  between income and
educitional  attainment  that  they
provide. We mourn the loss.

Komunskt, R., and Adams, A,
Educa.ional Attainment in the United
States:  March 1993 and 1992
Current Population Reports, P20-476.
Washington, DC: Census Burcau.

Income by Educational Attainment
for Males 25 Years and Over
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The Data

There are three key data elements in

this analysis:  income,  educational

attainment and gender:

® Income is income for the calendar
year 1993 as collected in the
Current Population  Survey in

March of 1994.
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e Educational attainment is highest
year of school completed, or
highest diploma or college degree
earned.

In addition, we display both mean/
average and median income data for
each level of educational attainment.
In the past we have published only
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median income data because we felt
that median data more accurately
described in a single number the
income of a population than did
means. Mean income data are prone
to skewing by a small number of
persons with very high incomes, and
thus fewer people will fall above the
mean and more people will fall below
the mean.

However, rather than make this call
ourselves, we will report here both
mean/averages and medians and leave
it to the reader to determine which
measure better describes income for

their understanding and purposes.

In addition, we summarize working
lifetime income profiles. While in
summary measures incomes  vary
directly with educational attainment,
we want to point out how these
differences persist throughout 40 years
of a worklife between 25 and 64
years.

Income by Gender

Income varies by educational
attainment, it varies by age, and it
varies by gender. Controlling for
education and age, men with income
outearn women with income by wide
margins. Recognizing that this is a
sore point with most women, we
nevertheless present fully the data as
compiled by the Census Bureau. We
will discuss some important policy
implications of this gender difference
in the concluding section of this
analysis.

Finally, our analysis of the
relationship  between  income and
educational attainment is limited to
those with income. Among those 18
years and over, 94.6 percent had
income in 1993. This ranged from 88
percent of those who had diopped out
of high school, to 99 percent of those
with master's degrees. Generally, the
proportion of adults with income
oy ased with educational attainment,

May 1995 .

Income by Educational Attainment
for Females 25 Years and Over
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and more than 97 percent of those
with a college degree (AA or higher)
had income.

Males:  Among males 25 and over,
median income was $24,605, and
average income was $32,496. About
60 percent of males with income also
worked  year-round and  full-time.
Among this subset, median income
was $32.496 and nkean income was
$41,751.

Income among men varied both by

1993

18346

Asso

Some College

51

32742

2

§ 204886

Professional
Doctorate

ciate Master's

Bachelor's

level of educational attainment and
age, as shown in the chart on page 5.
Median income in 1993 for males with
income ranged from $11,650 for those
fifth to eighth grade educations, to
$69,678 for those with professional
degrees. Mean incomes were higher
than median incomes, indicating that
some individuals earned relatively very
high incomes at each level of
educational attainment.

For males that worked year-round and
full-time, median annual incomes in
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1993 ranged from $17.272 for those with fifth through eighth
grade educations, to $80,549 for those with professional
degrees. Again, means were well above medians.

Females: Among females 25 and over, median income was
$12,234, and average income was $17,122. About 38 percent
of females with income also worked year-round and full-time.
Among this subset, median income was $23,629 and mean
income was $27,670.

Income among women varied both by level of educational
attainment and age, as shown in the chart on page 6. Median
income in 1993 for females with income ranged from $6828
for those fifth to eighth grade educations, to $42,737 for those
with doctorate degrees. Mean incomes were higher than
median incomes. indicating that some individuals earned
relatively very high incomes at each level of educational
attainment.

For females that worked year-round and full-time, median
annual incomes in 1993 ranged from $12.812 for those with
fitth through eighth grade educations. to $50,211 for those
with professional degrees. Again, means were well above

. medians.

by Age and Educational

Worklife Income Profiles

In addition to the effect of gender and educational attainment
on income, age also influences income. Typically, holding
constant gender and educational attainment, income increases
with age to a peak about age 50, and declines thereafter. As
shown in the following charts, this pattern holds for both
males and females at every level of educational attainment.

Males: Median income for males between 25 and 34 yeas
with bachelor’s degrees was $31,508, rose to $41,591 between
the ages of 35 and 44, peaked at $46,766 at ages 45 to 54,
then dropped off to $40,987 at age 55 to 64, and $26,721 for
those 65 years and over.

The income advantage enjoyed by males with bachelor’s
degrees over those with high school diplomas begins at 54
percent at ages 25 to 34, rises to 67 percent between 35 and
44, dips to 61 percent between 45 and 54, rises to a peak of
81 percent between 55 and 64, then dips again to 76 percent
for males 65 and over. Generally, the income advantage
enjoyed by college educated males compared to those with
high school diplomas increases--significantly--with age.

Median Income for Males with Income

Attainment, 1994
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Median Income for Females with Income
by Age and Educational Attainment, 1994
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Females: Median income for females between 25 and 34
years with bachelor’s degrees was $23,030, rose to $23,690
between the ages of 35 and 44, peaked at $25.520 at ages 45
to 54, then dropped off to $19,960 at age S5 to 64, and
$14,754 for those 65 years and over.

The income advantage enjoyed by females with bachelor’s
degrees over those with high school diplomas begins at 105
percent at ages 25 to 34, dips to 87 percent between 35 and
44, rises to 92 percent between 45 and 54, rises again to 94
percent between 55 and 64, then dips again to 62 percent for
females 65 and over.

Worklife Returns to College Investment
The incomes of workers with different levels of educational

attainment can be multiplied out over a multi-year worklife to
estimate their lifetime earnings. These data can t.en be used

to estimate the lifetime income advantage of different levels of

college educations compared to a high school educatiu.l.

Our analysis is summarized in the following table for males
anld females of all races, and for males and females that are

ERIC

Aruitoxt provided by Eic:

white, black and Hispanic. The key components of this table
are: a) the numbers of years working after receiving their
highest degree, and b) the average income in 1993 for those
25 years and over by level of educational attainment. From
these data we calculate lifetime income, the income premium
beyond that of high school graduates and the lifetime income
gain per year of study after high school.

In addition to unpublished Census Fureau data from the March
1994 Current Population Survey, we have used data on years
to complete degree from another Census Bureau report.

Kominski, R., and Sutterlin, R. December 1992. What's it
Worth? Educational Background and Economic Staus: Spring

1990.  Current Population Reports, Houschold Income
Studies, P70-32. Washington, DC: U.S. Department of
Commerce.

Our analysis is straightforward in the following table: lifetime
income equals working years times average annual income.,
Subsequent data in the table compare these lifetime incomes to
high school graduates.

&3




May 1995

Postsecondary Education OPPORTUNITY

Page 9

Estimated Lifetime Income by Educational Attainment,

Gender and Race/Ethnicity, 1993

Educational Working Mean Annual Lifetime Premium Over Lifetime Income Gain Per
Attainment Years Income Income High School Grad Year of Study After HS
Male, All Ruces, 25 Years and Over
Doctorate 3393 $76,844 $2,607,000 $1,383,000 $98,000
Professional 37.66 99,323 3,681,000 2,457,000 336,000
Masters 36.51 56,016 2,045,000 821,000 . 71,000
Bachclors 41.77 46,197 1,930,000 706,000 113,000
Associate 44.00 32,713 1,439,000 215,000 48,000
Somc College 46.00 30,799 1,417,000 193,000 96,000
High School Graduate 48.00 25,50: 1,224,000 0 0
Not High School Grad 51.50 15,622 805,000 -419,000 -120,000
Female, All Races, 25 Years and Over
Doctorate 31.08 $45.389 $1,409,000 $744,000 $44,000
Professional 37.68 47,666 1,796,000 1,131,000 110,000
Masters 35.05 34,149 1,197,G00 532,000 41,000
Bachclors 41.81 25,579 1,069,000 404,000 65,000
Associate 44.00 20,486 901,000 236,000 59,000
Some College 46.00 17,173 790,000 125,000 62,500
. High School Graduate 48.00 13,844 665,000 0 0
Not High School Grad 51.50 8775 453,000 -212,000 -59,000
White Males, 25 Years and Over
Doctorate 32.85 $79.618 $2,615.000 $1,353,000 $89,000
Professional 36.75 100,818 3,705,000 2,443,000 217,000
Masters 35.25 $7.513 2,033,000 771,000 61,000
Bachelors 41.82 47,361 1,981,000 719,000 116,000
Associate 44.00 33,529 1,475,000 213,000 53,000
Some College 46.00 31,831 1,464,000 202,000 101,000
High School Graduate 48.00 26,295 1,262,000 0 0
Not High School Grad 51.90 16,277 845,000 -417,00C -107,000
White Females, 25 Years and Over
Doctorate 32.85 $45.610 $1,458,000 $829,000 355.000
Professional 36.75 45,759 1,682,000 1,013,000 90,000
Masters 35.35 34,515 1,220,000 551,000 44,000
Bachclors 41.82 25,565 1,069,000 400,000 65,000
Associate 44.00 20,602 906,000 237,000 59,000
Some College 46.00 17,163 789,000 120,000 60,000
High School Graduate 48.00 13,933 669,000 0 0
Not High School Grad 51.60 8,980 463,000 -206,000 -57,000
Black Males, 25 Years and Over
Masters 34.52 $43,135 $1,489,000 $543,000 $40,000
Bachcelors 40.99 36,329 1,489,000 543,000 77,000
‘ Associate 44.00 27,072 1,.91,000 245,000 61,000
Some College 46.00 23,009 1,058,000 112,000 56,000
High School Graduate 48.00 19,717 946,000 0 0
Not High School Grad 51.50 12,468 61,000 -304,000 -87,000

Q

ERIC
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Estimated Lifetime Income by Educational Attainment,
Gender and Race/Ethnicity, 1993
Educational Working Mean Annual Lifetime Premium Gver . Lifetime Income Gain Per
Attainment Years Income Income High School Grad Year of Study After HS
Black Females, 25 Years and Over
Masters 34.52 $33,441 $1,154,000 $526,000 $39,000
Bachelors 40.99 27.335 1,120,000 492,000 69,000
Associate 44.00 19,644 864,000 236,000 59,000
Somec College 46.00 17,181 790,000 162,000 81,000
High School Graduate 48.00 13,089 628,000 0 0
Not High School 51 00 7.853 401,000 -227.000 -76,000
Hispanic Males, 25 years and Over
Masters 35.08 $42,857 $1,502,000 $616,000 $48,000
Bachelors 41.81 38,786 1,622,000 736,000 119,000
Associate 44.00 25,567 1,125,000 239,000 60,000
Some College 46.00 22,141 1,018,000 132,000 66,000
High School Graduate 48.00 18.467 886,000 0 0
Not High School 53.50 13,197 706,000 -180,000 -33,000
Hispanic Females, 25 Years and Over
Masters 35.05 330,751 $1,078.000 $292,000 $23,000
Bachclors 41.81 21,389 894,000 108,000 17,000
Associate 44.00 17,917 788,000 20060 0
Some College 46.00 16,400 754,000 -32,000 -16,000
High School Graduate 48.00 16,380 786,000 0 0
Not High Scheol 52.40 7946 416,006 -370,000 -84,000

Findings and Cenclusions

These data show powerful and consistent relationships between

income and educational attainment.

® For both genders and each racial/ethnic group, income
increases with higher levels of educational attainment.

® These differences persist across ~ll age levels from 25
years onward.

® At an: level of educational attainment, males with income
earn more than females with income. This holds for
whites, blacks “nd Hispanics.

Our analysis of incomes by educational attainment uses the
incomes of high school graduates as a reference point to set up
comparisons of the lifetime income gains from higher
education to the costs of acquiring that higher education.
While we do not make these comparisons here--annual costs
of higher education have been addressed fréquently in past
issues of OPPORTUNIT Y--the reader 1s invited to do so.

For males of all races, a baccalaureate degree adds an average
of $706,000 to his lifetime income over that of a high school
graduate, For white males this premium is $719,000, while
for black males it is $543,000 and for Hispanic males it is
$736,000, Using the Census Bureau's data on average
number of years following high school to complete a

bachelor’s degree. each year of higher education spent
attaining a bachelor’s degree after hign school adds $113,000
to lifetime income for all males, $116,000 for white males.
$77,000 for black males, and $119,000 for Hispanic males,
These are the lifetime income gains to be compared to annual
costs of college attendance, They are clearly substantial,

For females of all races, a baccalaureate degree adds an
average of $404,000 to her lifetime income over that of a high
school graduate. For white femnales this premium is $400,000,
for blacks it is $492,000, and for Hispanics it is $108,000.
Each year of higher education following high school spent
attaining the bachelor’s degree adds $65,000 to lifetime
income for all females. The comparable numbers are $65,000
for white females, $69,000 for black females and $17,000 for
Hispanic females. Again, these are the lifetime income gains
to be compared to annual costs cf college attendance, and
except for Hispanic women these gains are clearly substantial.

These findings highlight the different returns college graduates
can expect from a higher education investment decision.
Although all students face nearly identical attendance costs at
any given higher educational institution, the income premium
each can expect to receive in the lakor force after graduation
varies by gender and race/ethnicity, These differences are
uniformly ignored in federal and state policy making.

ERIC €5

Aruitoxt provided by Eic:
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Public Institution Tuition and Fees
Up Sharply Again in FY1995

National average tuition and fee
charges to resident undergraduate
students in public flagship universities

increased from $2837 to 33032, or by

$195, in 1994-95 over a year earlier.
The largest increase was in Alaska
where the increase was $876. Other
states with large dollar increases
included Connecticut (+3422),
Oklahoma (+$378) and Washington
(+3$375).

Resident undergraduate tuition and
fees in public universiiies increased by
6.9 percert for FY1995 compared to a
year earlier. The increase was 5.5
percent in state colleges and regional
universities, and 6.8 percent n
communiry colleges.

While some sources have reported
these tuition and fee increases as
moderating, we do not see it this way.
This was the fourteenth consecutive
year when public university tuition
increases exceeded the increase in the
Consumer Price Index which measures
general costs of living. Since 1980,
the average annual percentage
increases in state flagship university
tuition and fees have exceeded the
increase in the Consumer Price lndex
by an average of 4.9 percent per year.
The FY1995 increase in tuition and
fees (+6.9%) exceeds the increase in
the CPI-U (+2.6%) by 4.3 percent
and about the same as the average for
the previous 13 fiscal years.

Moreover and more ominously,
median family incomes have increased
by 6.9 percent less than the rate of
inflation since 1989. Thus, since 1989
alone, while constant doliar family
incomes have decreased by 6.9
percent, public flagship university
constant dollar tuition and fees have
increased by 27.6 percent. No

State Flagship University Undergraduate
Tuition and Fees, FY1995
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wonder students have grown more
anxious about college affordability
between 1989 and 1994 (as described
1n last month's OPPORTUNITY).

Here we examine the most immediate
consequence of the cost shift from

8o
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taxpayers to students that is occurring
in every state in the United States.
States are diverting budget resources
previously  allocated to higher
education to other new state budget
priorities, usually corrections and
Medicaid. As states reduce the shares
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of state budgets committed to higher
education, public institutions have
raised tuition and fees chaiged to
students (and their parents) to offset
the loss of state funding. The
secondary consequence is deteriorating
college affordability for a growing
share of the student population.

The Data

Our analysis is based largely on the
annual surveys of tuition and fee
charges in public colleges and
universities conducted by the State of
Washington Higher Education
Coordinating Board.  This year's
survey was conducted by Patty
Mosqueda of the Board staff.

Washington State Higher Education
Coordinating Board. March 1995.
1994-95 Tuition and Fees Rates, A
National Comparison. Olympia,
Washington.

The survey collects tuition and fee
data from each state for three types of
public institutions: universities,
colleges and universitics, and
community colleges. Tuition and fee
data are collected for resident
undergraduates, nonresident
undergraduates, resident graduate
students and nonresident graduate
students. The results are published
annually by the Board. They are also
available for both the current year and
for each year since 1972-73 on
computer diskette by request from the
State of Washington Higher Education
Coordinating Board in Olympia.

While public institutions included in
the Board’s survey are identified in the
report, we have added our own
t. minology of "flugship university” to
distinguish the Board's termns
"university” from “colleges and
universities.” Any readers wishing
further clarification are invited to

Q

peruse the Board's classification of
institutions in the published report.

The control for inflation used in this
analysis is CPI-U.

Tuition and Fees in Public Higher
Education

For the 1994-95 academic year,
resident undergraduate students are
paying an average of $3032 for tuition
and fees at state flagship universities.

May 1995 ’

The range is from $1524 at the
University of North Carolina at
Chapel Hill, to $6652 at the
University of Vermont in Burlington.
The 1994-95 tuition and fee rate is up
from $2837 last year and $2156 in
1990-91. The 1994-95 rate reflects an
increase of 6.9 percent over the prior
year.

Nonresident tuition and fees averaged
$8464 at these universities in 1994-95,
and ranged from $4557 at the

Change in State Flagship University
Undergraduate Tuition and Fees, FY1981 to FY1995
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University of Hawaii at Manoa to A 1 P t I .
16,470 at t ‘versity of Michi nnua ercentage Increases in
$ A heUmversn')fo iciugan Public University Tuition and Consumer Prices
at Ann Arbor. Tuition and fee

. 1969 to 1994
charges to nonresident undergraduates
averaged about 2.8 times those paid by i
residents in 1994-95, or the same as
was the case in 1950-91.

At public regional universities and
colicges, resident undergraduate
students are paying an average of
$2402 for tuition and fees in 1994-95.
The range is from $1411 in North
Carolina (average for Appalachian
State, East Carolina, North Carolina
Central, Western Carolina, and
Winston Salem State Universities), to
$3890 in Vermont (average of

Public
University

Tuition & Fees

Percent Increase Over Prior Year

Consumer PN
Castleton and Lyndon State Colleges). X Prices PN
. fadent \
The increase for 1994-95 over 1993- ~ \
\
94 was 5.5 perceat. In 1990-91 v /) e
. . \ ~
tuition and fee charges averaged $1735 . \\/
at these institutions.
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college tuition and fee charges are

Y
$1314 for 1994-95. This ranges from ear
$390 in California to an estimated

$2457 in Massachusetts. ‘Betwc,en Difference Between Annual Percentage Increases in
1993-94 and 1994-95, rates increased

) Public University Tuition and Consumer Prices
by 6.8 percent. In 1990-91 tuition and

1969 to 1994
fee charges in community colleges
averaged $947.

10 v

Changes ir Tuition and Fees

Every year tuitions and fees go up.
But so do prices of other goods and
services in the economy, and for that
matter so do incomes appear to
increase year after year. Because we
are particularly interested in tuition
and fees insofar as they affect
aftordability of higher education, we
analyze here tuition and fee charges
over time correcting for general
economic inflation during the same
period. We then measure this against
. family incomes over time.

Tuition and Fee Increase Less CPI-U Increase

The first chart on this page shows
annual percentage changes in public

. , . L -8 = e bt e + [TV NP S
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charges to students for the years
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betwecn 1969 and 1994. On the same
chart we have also plotted annual
percentage changes in the Consumer
Price Index for urban consumers for
the same period of time. This chart
suggests the basic pattern of very
roughly similar annual percentage
changes in T&F and CPl up until
1980, and thereafter a divergence with
T&F increases well above the CPI.

This disparity is shown more clearly
on the area chart below the first chart.
This area chart highlights the
difference between annual T&F and
CPI changes. Between the late 1960s
and "early 1970s, T&F changes
(increases) were greater than the CPI
changes (increases). Between 1973
and 1980 T&F increases were less
than the CPI.  Then from 1981
through 1994, T&F increases have
averaged well above the annual
increases in the CPI. Over this period
annual increases in  T&F have
averaged 4.9 percent greater than
annual increases in the CPI.

The real increases in state flagship
university  resident  undergraduate
tuition and fees between 1981 and
1994 by state are shown in the chart
on page 12. Overall T&F increases in
constant dollars averaged about 91
percent.  In constant dollar terms;
public university tuition and fees
nearly doubled between 1981 and
1994. But the range was very wide,
{rom 4 34 percent increase in Nevada
to 250 percent in Alaska.

Shifting Costs to Students

As state governors and legislators have
chosen to shift state appropriations
away from higher education into more
"important” budget priorities  like
corrections  and  Medicaid,  public
institutions nave raised tuition charges
to students to offset the loss of state
appropriations.

Our meta analysis of five national data
ggurces published in the August 1994

ERIC
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issue of OPPORTUNITY summarized
this  cost  shift. The federal
government is now making about 72
percent of the peak financial effort it
had made between 1978 and 1982,
State governmients are now making
about 81 percent of their peak
financial efforts reached variously
between 1968 and 1982, Students, on
the other hand are now making about
142 percent of the financial effort
expected of them in 1580.

Whither Next?

Ayrmn would have to be hiving
incommunicado with the world to not
understand the path of social policy
that began about 1980 and marches on
today hrough  every  statchouse,

White House and Congress.

Costs of
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higher education will continue to shift
Jrom taxpavers to students.

The major reasons for this are: a) the
huge and growing private returns to
postsecondary education that so clearly

benefit individuals, and b) higher
budget  priorities  assigned by
governors and legislatures to rear-
guard, defensive  social  policy

priorities like locking up men who
have done bad things and supporting
women and children in  broken
families. The depth and breadth of
social vision required for long-term
human  capital  investments  that
supported higher e¢ducation
ivestments 1n the past has been
repluced by a fanciful and dangerous
notion that we are not a mutually
dependent social and economic system.
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Think About This for a While . . .
The National Disgrace of Child Poverty

In 1993 the poverty rate among Americans less than 18 years of age stood at 22.7 percent. This was up
from 22.3 percent in 1992, 21.8 percent in 1991, 20.6 percent in 1990 and 19.6 percent in 1989. The
1993 child poverty rate was the highest it has been since 1964 when it was 23.0 percent. The 1993 child
poverty rate has increased substantially and quite steadily since its low point in 1969 when it was 14.0

percent. Compared to the child poverty rate in 1969, there were in 1993 more than 6,000,000 additional
children living below tlie poverty line.

As the United Nation’s Children’s Fund reported in 1993, the child poverty rate in the United States--after
tax and transfer adjustments--is more than twice that of any other western nation. Moreover, among the
industrialized nations, only in the United States and the United Kingdom did the social health of children
deteriorate between 1970 and 1989, and it worsened more in the United States than it did in the U.K.

Poverty Rates
for Children, Adults, and Elderly
1959 to 1993
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Valuation of Noncash Benefits: 1993, U.S. Government Printing Office, Washington, DC, 1995.
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End Notes . . .

v In its review of state legislative
activities at midterm, Srate Policy
Reports found that higher education
policy was attracting even less
attention than usual. That is not good
news for educational opportunity.
Changes in labor market demand for
workers with higher levels of
education and training are being
ignored again, as they have for the last
fifteen years.

State funding for higher education
appears to be tight, and some
legislators are trying to constrain
tuition increases. Less money usually
leads to raised admissions standards
with their usual disproportionate
impact cu: those from first generation,
minority, low family income and other
disadvantaged backgrounds. Those
who are impacted least by these
conditions are students from families
with college educated parents, high
family incomes, whites and Asians.

Public higher education’s finance
problems--now spanning several
decades--are partly of its own r..king
and partly external conditions over
which high education has no control.
An experienced political reporter and
columnist in Jowa, David Yepsen,
recently summarized the problems of
the state’s public universities with a
laundry list of sore points:
® Conservative legislators--some
older and some younger--who
1emember Vietnam War opposition,
dislike the university’s propensity
to show pornographic movies in
classrooms, and think of
universities as dens of political
correctness patrolled by academic
thought police.
® Community colleges and private
colleges and universities have
grown more politically powerful,
and prefer spending state money
closer to home.
® Jowa university graduates tend to
leave the state and live, work and
pay taxes elsewhere after getting

their state-subsidized educations in
Iowa.

® Rural Jowans see the university
geared toward meeting urban needs
outside of Jowa. Long-standing
perceptions about not training
doctors for health care in small
town but instead training specialists
destined for big city practice reflect
this concern. Farming problems
also do not appear to be effectively
addressed by the state’s
universities.

® Duplication through competing
programs bothers lowa legislators.

® Credibility problems linger between
regents and legislators and regents
and the governor’s staff from past,
expensive promises that were not
kept, and from complex and
coafusing budget requests.

lowa has treated its public universities
generously in the past. The future,
however, seems to indicate less state
support, higher tuitions, declining
quality, and higher admissions
standards.
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Public Policy . . . . . . and Social Science
Student Price Response Coefficients

In our very first economics course, we learned that if the price of a product or service increases, people
will buy less of it. Some people will no longer be able to afford it, and other people will choose to spend
their money differently. If the price of the product or service decreases, people will buy more of it. Some
people will find it affordable, and other people will find the purchase artractive.

This fundamentc| principle from microeconomics is the foundation of federal and state xovernment
programs of financial aid for college students. These programs were created to make college more
affordable by providing financial assistance for students from families without adequate income and savings
to pay college attendance costs. By supplementing each needy family’s contribution from its own
resources, government financial aid programs enabled students who chose to continue their studies after
high school to be able to pay college attendance costs partly or wholly with government grant, work-study
and loan assistance. ‘

For the last 15 years, the federal government has been backing away from the financial promises it made
in law in the 1960s and 1970s to help students from needy families to pay for college. These commitments
10 reduce the costs of higher education for needy students were made in the Higher Education Act of 1965,
the 1972 Education Amendments and the 1978 Middle Income Student Assistance Act.

During the last 15 years, the costs of federal student financial aid have been shifted from federal taxpayers
1o students and their families. This cost shift increases the cost of financial aid to students and thus
reduces college affordability. The cost shift began with the shift in federal student financial aid emphasis
from grants to loans beginning about 1977. During the subsequent loan era this shift continued by making
education loans less expensive to the federal government and more expensive to students by increasing
interest rates, adding fees and eliminating income tax deductibility on after-school loan repayment. This
process continues in Congress today through the Congressional effort 10 shift the in-school interest subsidy
cost from taxpayers to borrowers to be repaid along with principal after leaving college.

During this same period, all 50 states have also shifted costs of operating public colleges and universities
from taxpayers to students by diverting state tax resources previously spent on higher education to other
public budget priorities (usually corrections and Medicaid). In response, public colleges and universities
have raised tuition and fee charges to students to offset this loss of state taxpayer support.

It is this cost shift from taxpayers to students that concerns us incur social costs in the future by decreasing incomes and
here. The cost shift not only contradicts the original purpose taxes paid from those incomes and by increasing social
‘ of government programs of student financial aid to make program costs in such areas as corrections and welfare for
college more affordable, but it has unequal effects on students those without postsecondary education or training. Even
from different family income backgrounds. Ultimately, by longer term social costs--decades into the future--are incurred
diminishing educaticnal opportunity today this cost shift will when intergenerational consequences are included.
Q
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To a significant degree these
enrollment consequences are
predictable, first from economic
theory as described above, and then
from economic measurement of the
effects of price on the college
enrollment decisions of students within
the context of that theory.

Higher education enrollment decisions
are commonly categorized as access,
choice and persistence. The economic
measurement of effects of price
changes on human behavior such as
student enrollment decisions is called
econometrics--6COnomic measurement.
What economic measurement of price
effects on student enrollment decisions
produces are called student price
response coefficients. This body of
economic research guided federal
policy makers in the design of fede-al
student financial aid programs in the
1960s and 1970s. It can also be used
to estimate the enrollment
consequences that cost-shifting to
students since 1980 has had on stuaent
enrollment decisions and student aid
programs goals of equalizing higher
education opportunity.

In this analysis we summarize the
economic theory and research that
enables us to describe the direction
and approximate magnitude of the
enrollment consequences of the cost
shift that has occurred since 1980.
Making postsecondary education more
expensive to students predictably leads
to smaller enrollments, whereas
making that education less expensive
predictably leads to larger enrollments.
These effects carry over into choice
and persistence decisions by students
as well. In the current Congressional
frenzy to reduce the federal budget
deficit by reducing funding for social
programs, social policy is being driven
not by social policy research but by
federal budget processes. We believe
that this budget provess should include
consideration of the effects of higher
education price incresses on student
enrollment decisions regarding access,

choice and persistence in higher
education. Specifically who is
affected by cost-shifting, and by how
much?

Economic Investment Theory

Student enrollment behavior in higher
education is interpreted by economists
as reflecting choices made by students
regarding benefitss and costs of
alternative choices they face. The
interpretation follows from private
welfare maximization outlined by
Adam Smith and other moral
philosophers more than 200 years ago.
® The choices are whether or not to
enroll in coliege, where to enroll,
what to study and whether to
continue to enroll through
completion of a program of studies.
® The benefits of higher education
include short-term consumption
benefits and long-term investment
returns.
® The costs of higher education
include from the most obvious,
those for which students are billed,
to those that are less obvious such
as lost income while enrolled in
college and deferred costs through
educational financing arrangements.

The investment theory of higher
education enrollments expects that a
student will make choices to maximize
his or her private welfare. To
maximize private welfare, the college
student will make enrollment choices
that maximize expected benefits
compared to costs.

College students seek a variety of
benefits from higher education (get a
better job, learn more about things,
make more money, gain general
education, prepare for
graduate/professional school, etc.).
Moreover, each student gives his/her
own weight to each of these
motivating  influences. Thus,
individual students will respond
differently to any given set of
perceived  benefits from higher

23

education. Often the effect of these
differences among students are
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reflected in the character of students enrolled on different
college campuses, or even within a given campus. One
sociological model of student cultures has four groups of
students: academic, collegiate, nonconformist and vocational,
according to their involvement with ideas and their identity
with their institution.

The costs of college attendance include foregone income while
enrolled in college, direct and indirect costs of attendance
(tuition, fees, books, supplies, food, housing, transportation,
personal and medical care, etc.), and, increasingly, financing
costs of educational loans. In addition, cost-like features of
the investment decision such as risk and knowledge-acquisition
are a part of the student’s choice decision.

The investment theory that combines these benefits and costs
may be summarized as follows:

The student will choose to enroll in college and make
subsequent enrollment choices if the net present value of
the perceived benefits from the enrollment decision
exceed the net present value of the alternative choices
known to the student. The net present value of the
perceived benefits is benefits less costs, with both future
benefits and costs discounted to present value.

‘ Economic Measurement

To be useful to public policy makers, the enrollment benefits
to be expected from any particular set of public policy
choices, decisions, funding levels and program design must be
estimated. Toward this end economists have sought to
measure the impact of alternative policy decisions on student
enrollment decisions. Exumples of policy choices that have
been evaluated by economic measurement or econometrics
include setting tuition rates to compare revenues gaint. to
enrollments lost, measuring tuition effects in college choice
decisions between institutions, measuring the enrollment
effects of the Pell Grant Program, and to lesser degrees
measuring the substitution effects of loans for grants on
student enrollment behavior.

A unit of measurement of the effect of costs on student
enrollment decisions is called the Student Price Response
CoefTicient, abbreviated here as SPRC. The SPRC is defined
to be the percent change in enrollment rates of 18 to 24 year
olds per $100 change in price (of tuition, fees, room and
board) to the student. The dollar units are specific to
purchasing power at a given point in time, and thus SPRCs
estimated at any one point in time usuaily require inflation
adjustments to current purchasing power conditions.

Q {Another unit of measurement of student response to price is
price elasticity, defined as the percent change in enrollment
divided by the percent change in price. SPRCs can generally
be converted to or from price elasticities. This summary does

not use price elasticities.)

SPRCs are estimated from natural studies of actual student
enroliment decisions. Unlike physical science research, social
science research usually does not corduct controlled studies of
human behavior, e.g., giving student aid to one group of
students but denying it to another control group, then
comparing the enrollment behaviors of the two groups. Given
this limitation, econometricians are left to explore data bases
of enrollment behavior that has already occurred to sort out
the distinct effects of price from all of the other influences on
student enrollment decisions. These "after-the-fact” studies
seek to isolate and measure price effects through sophisticated
statistical techniques such as multiple regression. The results
of these statistical analyses produce estimates of the effects of
tuition rates, commuting distance, student financial aid in its
several forms and other price effects in the context of the full
range of influences on student enrollment decisions.
Multivariate analysis is brth statistically powerful and fraught
with limitations that require well-trained practitioners to
interpret properly. This is beyond the scope of this brief
article. We will instead rely on a meta-analysis of many such
natural studies of the effects of price on student enrollment
behaviors prepared by Larry Leslie and Paul Brinkman.

Leslie, L. L., and Brinkman, P. T. The Economic Value of
Higher Education. 1988. American Council on Education
and MacMillan, New York.

Leslie, L. L., and Brinkman, P. T. "Student Price Response
in Higher Education, The Student Demand Studies.” Journal
of Higher kducation, March/April 1987.

OPPORTUNITY is especially grateful to Paul Brinkman of the
University of Utah for his helpful comments on an earlier
draft of this article.

Access

The 1987 meta-analysis of 25 empirical studies of the effect of
price on college participation by Leslie and Brinkman
consistently found that price affected enrollment, and in the
expected directions. That is, higher prices decreased student
participation and lower prices increased student participation
in higher education. These studies included public and private
institutions, 4-year and 2-year institutions, national, state,
individual, dis-rict and institutional samples, and many other
varieties of conditions and research designs.

When prices from the different studies were adjusted to 1982-
83 dollars, the average SPRC was 0.7 percentage points and
the mode was 0.6 percentage points. What this means is that
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for every $100 increase in price charged students, the
participation rate among 18 to 24 year olds in higher education
would decline about three-quarters of a perc:ntage point.
These calculations apply to average weighted tuition and fees,
and room and board rates from the early 1980s.

Because about a third of the 18 to 24 year old population was
enrolled in college in 1982-83 (in October of 1993 34.0
perceat were enrolled), each $100 increase in the price of
higher education would result in a decrease of about 1.8 to 2.1
percent in higher education enrollments, all other things being
equal. Similarly, each $100 decrease in the price of higher
education would result in an increase of about 1.8 to 2.1
percent in higher education enrollments.

We emphasize two observations from the Leslie-Brinkman
meta-analysis here. First, SPRCs are not the same across
income levels. Students from low income family backgrounds
are more responsive to price changes than are students from
higher income family backgrounds. This has significance for
need-based student financial aid programs that are targeted to
low and middle income students. The Leslie-Brinkman meta-
analysis of seven econometric studies found that between 20
and 40 percent of students from low income family
backgrounds would dropout of zollege if grant aid were
eliminated. The corresponding effects were about 13 percent
for student from middle income families, and about 3 percent
for students from high income families. Grant assistance had
added an estimated 500,000 to 1,000,000 low income students
to higher education by 1982-83, and an estimated 415,000
students from middle income families. These findings from
econometric studies were supported by findings from student
opinion surveys: about 1.3 million students reported that
student aid had enabled them to enroll in higher education.

Second, these SPRC estimates are derived from studies that
control for additional factors that ir.fluence student enrollment
decisions, such as draft deferment for college enrollment
during wartime conditions and changing labor market
conditions. Thus, reported estimates are qualified by the "all
other things being equal® caveat standard in econometric
research. Over time the labor market for workers with
different levels of educational attainment has not remained
equal: the incomes of workers with less than postsecondary
education have been in virtual economic free-fall for the last
twenty years. Thus, while real costs of attending ccllege have
increased sharply since 1980, so too has the labor market
relative premium for college education. We will return to this
point shortly.

Choice

If price of attendunce increases more at one institution than at

another, enrollment shifts are likely to occur as investing
Q

students seek to maximize their private net return on their
higher education investmient by moving to the less costly
alternative assuming all other things being equal. The meta-
analysis by Leslie and Brinkman found that grant aid had a
positive effect on choice for students from low income family
backgrounds: with grants such as SEOG, state grants and
institutional aid these students were more often able to choose
more expensive institutions. Quantitative standardization was
difficult to achieve in the meta-analysis, but results were in the
predicted direction of effect. Students from low income
family backgrounds increased their enrollment shares in high-
cost institutions between the mid 1960s and the early 1970s,
but little changed after that.

Persistence

Meta-analysis of 46 econometric studies of student persistence
found that aided students were as likely as unaided students to
persist in college. That is to say, student aid equalized
educational opportunity regarding persistence once in college.

Several details of the meta-analysis add insight.  First,
persistence had improved in years closer to the early 1980s
compared to prior years. Second, nonwhite aid recipients had
a lower persistence rate than did white aid recipients. Third,
persistence improved with larger aid amounts. Fourth, grant
and scholarship aid improved student persistence more than
did loans.

Conclusions

Student enrollment decisions of access, choice and persistence
are influenced by price considerations. This finding is
predicted by econ 1ic theory and confirmed by economic
nieasurement.  Higher prices reduce access, choice and
persistence, and lower prices increase access, choice and
persistence. Moreover, students from low family income
backgrounds are most affected by price, students from high
family income backgrounds are least affected, and students
from families with middle-range income are somewhat
affected. Student aid in the form of grants is more effective
than are loans in influencing student enrollment decisions.
Government subsidies targeted on needy students are gbout
three times more cost-effective than is tuition policy in
increasing student participation in higher education according
to work by Jackson. And student aid influences enrollment
decisions for older as well as younger students.

These conclusions were the basis of federal policy in the 1960s
and 1970s to broaden opportunities for postsecondary
education and training through needs-tested programs of
financial aid for students. Their predicted effects have been
confirmed in subsequent analyses of student enrollment
behaviors.

J0
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Since about 1980, however, federal
and state policies that had been
designed to make college more
affordabie for students have reversed
direction. Between 1952 and 1979,
the share of direct costs of higher
education bomne by students declined
and the share borne by taxpayers
increased. Since 1980 public funds
previously allocated to higher
education have been diverted to other
public budget priorities, and higher
education has increased charges to
students to offset the loss of taxpayer
support.

As was reported in the February issue
of OPPORTUNITY and using data
from tke National Income and Product
Accounts, compared to the shares of
financing responsibility bome by the
respective parties iz 1979, by 1993
students (and their families) were
paying about $14.2 billion more for
‘ higher education and taxpayers wers

paying about $14.2 billion less. Of
this total, federal taxpayers were
paying about $4.5 billion less (through
student aid retrenchment targeted on
needy students), and state taxpayers
were paying about $9.8 billion less
(with higher tuition charges to students
resulting).

This cost shift to students should have
lead to less higher educational
opportunity if all other conditions did
not change. But higher education
enrollments have increased throughout
the 1980s and 1990s, and the
proportion of high school graduates
enrolling in college immediately after
high school has increased from 49.3
percent in 1979 to 62.6 percent by

1993.
So what explsins this apparent
contradiction? The answer is other

conditions changed. Specifically, the
labor market for workers with
a different levels of educational
attainment has changed. During the

last twenty years, the labor market
premium for postsecondary educated
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workers has grown, and this premium
has grown especially sharply in the
1980s and 1990s as the education and
training requirements of the modern
labor market have steadily grown.
Thus, the labor market compels young
people to get as much education as
they can profit from. It draws all
toward higher education.

Whether people are able to make

favorable enrollment decisions is

another matter. College attendance
Qn

(SN}

costs affect people differently. Some
arc able to absorb these costs
themselves, while others require
student financie' aid to achieve access,
choice and persistence. This is where
cost-shifting frustrates educational
decision-making for students and
where, until about 1994, federal policy
sought to alleviate cost barriers to
postsecondary educational opportunity.

In perfectly predictable ways, to
largely predictable degrees, the cost-
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shift from taxpayers to students has
contradicted federal policy aims to
equalize educational opportunity.
Adding $14.2 billion to students’ costs
of higher education, and mainly to the
costs faced by demonstrably
financially needy students, has created
greater inequality of educational
opportunity in higher education than
has existed at any time since 1970.

The chart on the right shows college
participation rates for unmarried 18 to
24 year olds by quartiles of family
income in 1979 and 1993. These data
are reported annually by the Census
Bureau from data collected each
October in the Current Population
Survey.

In both 1979 and 1993 college
participation rates were lowest for
those from the bottom quartile of
family income, increased with family
income and were highest for those
from the top quartile of family
income.

However, it is what happened between
1979 and 1993 that interes:s us here.
It was during this period that $14.2
billion in the costs of higher education
were shifted from taxpayers tc students
and that the labor market return on a
college investment decision increased
sharply. Let’s see who responded to
this increased college attendance
incentive:
® During this period, the college
participation rate for those in the
bottom quartile of family income
(below $21,300) increased by 4.1

percent.
® For these in the second quartile of
family income ($21,300 10

$38,700), the college participation
rate increased by 12.8 percent.
® For those in the third quartile of

Sfamily income ($38,700 10
$63,800), the CPR increased by
16.0 percen:.

® For those in the top quartile of
Sfamily income (over $63,800), the
CPR increased by 21.1 percent
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College Participation Rates by Family Income Quartiles
for Unmarried 18 to 24 Year 0ld High School Graduates
1979 and 1993
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between 1979 and 1993.

Thus, those least influenced by the
costs of higher education, and those
least affected by government pricing
and student aid policies, were best
able to respond to the increase in
private returns to a higher education
investment decision. The resu! is
greater inequality in the distribution of
higher educational participation across
family income levels than has existed
4t any time since the Census Bureau
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Second
Farily Income Quartile
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began reporting these data in 1970.

What Congress had promised in
successive authorizations of the Higher
Education Act it has failed to support i
with program appropriations. The 1
consequences were predictable and in
fact have occurred. Those
consequences may now be exacerbated
through higher education stv.ient ‘
financial aid program funding
reduction proposals currently under
consideration in Congress.
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But the Numbers . . .

. Are Up

1994 High School Graduates Entered College

The rate at which high school
graduates have continued  their
educations in college in the fall
following high school has remained
essentially flat at about 62 percent for
the four years between 1991 and 1994,
according 1o data released earlier this
month by the Bureau of Labor
Statistics.

This  leveling-off of the college

continuation rate for recent high

school graduates follows nearly two

decades of steady and very substantial

increases in the college continuation

rate:

® In 1973 46.6 percent of all high
school graduates had enrolled in
college the following fall.

® By 1991 62.4 percent were
continuing their educations in
college the following fall.

® During this period the average
annual increase in the college
continuation rate was 0.9 percent
per year.

® Nor since the late 1970s has the
college continuation rate leveled-off
over a four-year period.

The Bureau of Labor Statistics data
also indicate that the number of
American high school graduates
increased for the third straight year,
following the bottoming out at 2.276
million in 1991. By 1994 the number
of high school graduates was 2.517
million. These increases are the first
sustained increases since the peak of
3.191 million reached in 1975.

As the college continuation rate as
flattened, it is the increase in the
number of high school graduates that
is now producing increased numbers of
college freshmen. This is the reverse
of the source of college freshman
enrollmem growth that occurred

[Kc
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At 1991-1993 Rates

College Continuation Rates
for Recent High School Graduates
1959 to 1994
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between the mid 1970s and 1991.

These and many other important
findings are derived from our analyses
of the annual reports from the Bureau
of Labor Statistics. Data are reported
alse by gender and race/ethnicity, and
with one important exception--males--

93

these data all portray the leveling-off
phenomenon.

"College Enrollment and Work
Activity of 1994 WHigh School
Graduates.”  News, United Siates

Department of Labor, USDL 95-190.
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T Data

The Bureau of Labor Statistics collects
enrollment and employment data on
recent high school graduates in the
October Current Population Survey.
The Survey is administered monthly by
the Census Bureau to a nationwide
sample of about 60,000 households.
This particular portion of the Survey
was begun in 1959, with gender and
racial/ethnic detail added in 1960 and
further racial/ethnic disaggregation
added in 1976.

The purpose for this survey is to
follow-up recent high school graduates
to determine their educational and
labor force status in the fall following
high school. Currently, collegiate
enrollment information is collected and
reported on 2-year/4-year colleges,
full-time/part-time  status, gender,
race/ethnicity and labor force status
(employed, unemployed and not in
labor force).

The Census Bureau population surveys
are particularly valuable for the study
of trends and patterns in higher
educational opportunity because they
collect information on those who do
not enroll in college as well as those
who do. In contrast, enrollment
surveys conducted by the National
Center for Education Statistics count
only those enrolled in college.
Without information on those who do
not continue their educations after high
school, the analysis of trends and
patterns of educational opportunity is
difficult at best and probably
impossible.

High School Graduates

In 1994 there were 2.5 million high
school graduates. This was up from
2.3 million in 1991, but well below
the peak of 3.2 million in 1975.

This pattern-—charted at right--is_ a
reflection of the numbers of live births
18 years earlier. The post-World War
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I baby boom that occurred in the late
1940s showed up in high school
graduates 18 years later, or in 1964 as
shown in this chart. The baby boom
continued through 1966.

The baby bust followed the boom.
After about 1984 the number of high
school graduates began a sharp decline
that last through 1991. Sure enough
18 years earlier the number of babies
born had declined from about 1966
through about 1973. Q
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In 1994 thé 2.517 million high school
graduates were distributed as follows.
By gender, 49.4 percent were male
(compared to 48.5 percent in 1976 and
45.6 percent in 1959) and 50.6 percent
were female. By race, 82.0 percent
were white in 1994 (down from 88.4
percent in 1976 and 93.2 percent in
1960), 18.0 percent were black
(compared to 10.7 in 1976), and 5.3
percent were of other race, mainly
Asian (compared to 0.9 percent in
1976).
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College Freshmen Who Were Recent High School Graduates

1959 to 1994
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By ethnicity Hispanics (which may be
of any race) were 7.1 percent of the
high school graduate population in
1994, compared to 5.1 percent in
1976.

The resurgence in live births after

1973 i< now being reflected in the

. growing numbers of high school
graduates since 1991--eighteen years
later. This resurgence is caused by

the post-World War I baby boom
d\ﬁing of child-bearing age. The
ERIC
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National Center for Education
Statistics projects continued growth in
the numbers of high school graduates
to 2.8 million by 2000 and to 3.0 by
2005.

The distribution of this growth in high
school graduates in future years wili
vary substantially from state to state
depending on such factors as the
number of women of child-bearing age
in each state, the rate at which they
bear babies, and migration.

College Freshmen

The numbers of college freshmen who
have enrolled in college immediately
following high school graduation are
shown on the chart on the left. In
October of 1994 there were 1.559
million college freshmen who had
graduated from high school in the
previous twelve months.

Unlike the high school graduate chart,
the numbers of college freshmen who
were recent high school graduates has
remained quite stable over the last
twenty-five years =t close to 1,500,000
per year. This results, of course,
from the increasing rate at which high
school graduates enrolled in college
between about 1979 and 1991.

Had the college continuation rate
remained flat during this period, then
the shape of the college freshmen
curve would have closely resembled
the shape of the high school graduate
population curve during these years.
Effectively, the increase in the college
continuation rate between 1979 and
1991 accounted for about 300,000 or
20 percent of the 1.5 million college
freshmen entering colleges between
1991 and 1994,

In 1994 the distribution of college
freshmen by gender was 48.4 percent
male, compared to 46.0 percent in
1980, 51.9 percent in 1970, and 54.1
percent in 1959. The distribution of
college freshmen was 84.2 percent
white in 1994, compared to 88.5
percent in 1976 and 94.6 percent in
1960. The proportion of freshmen
that were black was 10.4 percent in
1994, compared to 9.2 percent in
1976. The proportion of freshmen
that were of other race (Asian) was
5.4 percent in 1994, compared to 2.3
percent in 1976.

By ethnicity, the proportion of
freshmen that were Hispanic was 5.6
percent in 1994, compared to 5.5
percent in 1976.
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College Continuation Rates by Gender
for Recent High School Graduates
1959 to 1994
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In proportion to their representation in
the high school graduate population,
whites and those of other race (mainly
Asian) were slightly over-represented
in college freshmen enrollments, while
blacks and Hispanics were under-
represented

The future numbers of college
freshmen are more difficult to project
because of the voluntary nature of
collegiate enrollment and because the
cost-shifting from taxpayers to
deents appears to be dampening
ERIC
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student enrollment demand for higher
education, particularly among students
from families dependent on financial
aid to help finance college attendance
costs.

College Continuation Rates

The chart on page 7 plots the
proportion of recent high school
graduates enrolled in college for the
36 years between 1959 and 1994, The
trends were substantially influenced by
the Vietnam War in the late 1960s.

1v
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Otherwise the general trend is toward
substantial growth, particularly after
the early 1970s when the labor market
for workers without higher education
soured (see following article).
Between 1973 and 1991, the college
continuation rate for recent high
school graduates increased from 46.6
to 62.4 percent. This increase in the
college continuation rate added
bundreds of thousands of additional
students to freshmen college
enrollments.

Since 1991 college freshmen
enrollments have continued to
increase. But for the first time in
decades this increase is not due to an
increase in the college continuation
rate, but rather results directly from
the increasing numbers of high school
graduates.

Gender

College continuation rates for male
and female recent high school
graduates show very different trends
over the last 36 years, as shown in the
chart. Truly men are from Mars and
women are from Venus: it is difficult
to believe that men and women inhabit
the same world given the enormous
differences in the rate at which they
have enrolled in college following high
school over this period.

Male college continuation rates were
stimulated by the military service draft
during the Vietnam War (and
exemption from that draft for full-time
collegiate enrollment), dropped off
after the draft was ended, and only
began a modest recovery during the
early 1980s. By 1994 the male
college continuation rate was back up
above 60 per cent (60.6) for the first
time since 1969 during peak War
years, but still below the peak of 63.2
percent reached in 1968.

The data convey a completely different
story for women. Their college
continuation rate increased from 37.9
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percent in 1960 to a peak of 67.1

percent in 1991. By 1994 it had College Continuation Rates
dropped off to 63.2 percent. for White and Black Recent High School Graduates
Between 1959 and 1994, when the 1960 to 1994

male college continuation rate
increased by 6.4 percent, the rate for .
females increased by 24.6 percent. As / NS
changes in the labor market for

workers with different levels of L
education have clearly called for 60 I
higher levels of educational
attainment, women appear to have
responded while most men were
asleep.
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Race/Ethnicity

Despite many federal and state
executive, legislative and judicial
attempts to deny or ignore racial/
ethnic differences, the Bureau of
Labor Statistics data indicate
substantial differences in  ollege

' continuation rates between different
population groups. Here we compare
to whites the college continuation rates
for blacks, Hispanics and other race
(mainly Asians) for the years of
available data.
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Blacks: The chart on this page plots i
the proportion of recent white and
black high school graduates enrolled in 35
college over the last 35 years. The
black data for the years 1960 through
1975 is for non-whites, and the data
for 1976 through 1994 is for blacks.

i

(In 1976, the first year in which black R A *“‘"H‘*'*;a "*'*“‘l T

data is reported separaiely, blacks 1960 1965 1970 19875 1980 1985 990

were 92 percent of the non-white high ]

school graduates and 89 percent of the Because of the small Current The results are clear:

non-white college freshmen. By 1994 Population  Survey sample, the ® The proportion of blacks continuing

blacks were 70 percent of non-white reported data fluctuate substantially their educations in college has

high school graduates and 66 percent from year to year. Here we are grown sharply over the last 35

of non-white college freshmen). mainly interest¢d in the underlying years, from about 34 percent in the

trend to the data, and thus we have early 1960s to about 53 percent by

In 1994 there were 318,000 biack high plotted & line representing a moving 1994,

school graduates, 162,000 of whom three-year average of the data reported ® Blacks lag whites in college

were enrolled in college by October of by the Bureau of Labor Statistics. We continuation immediately after high
‘ 1994, according to the Bureau of believe this three-year moving average school by a substantial margin. In

Labor Statistics. The continuation rate more fairly describes  college 1994 the black college continuation

for blacks was 50.9 percent, compared continuation rates for blacks than does rate was sbout eleven percentage

to 63.6 percent for whites. the quite spiky annual data. points behind that of whites.
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® This gap was nearly closed during
the 1970s, but reopened in the
early 1980s and has remained large
since then. It shows no signs of
closing.

Hispanics: The college continuation
rate for Hispanic high school
graduates was about 55 percent in
1994. The pattern for Hispanics is
similar to that for blacks: little
difference existed between rates for
whites and Hispanics in the latter half
of the 1970s, then a gap opened in the
1980s and has remained open ever
since.

Other race: The college continuation
rate for high school graduates of other
race--mainly Asian, but including
American Indians--has been well
above the white rate since 1977. Until
1994 this rate hovered close to 75
percent. The small numbers sampling
constraint of the Current Population
Survey makes this data quite unstable
from year to year. The moving three-
year average, however, indicates that
this group handles the transition from
high school to college relatively best
among those on whom data is
reported.

Comment

By all labor market data we have seen,
the monetary returm on a college
education has continued to grow
compared to the incomes of those
without postsecondary education or
training since 1991. Thus, the flat
college continuation rate among recent
high school graduates from 1991
through 1994 is somewhat puzzling.

Perhaps low unemployment rates
during the recent expansion phase of
this business cycle has mislead some
potential college students to enter the
labor force directly a‘ter high school.
The next recession phase of the same
business cycle could restore reality to
their career plans and preparation.

College Continuation Rate

College Continuation Rate
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Family Economic Welfare

and Parental Educational Attainment

There may be no more imporiant story
in demographic and economic data
than the continuing redistribution of
income and the standard of living that
income provides and its relationship to
educational attainment.  For more
than twenty years the dividing line
between individuals and families that
are surviving and thriving ‘n this
environment of rapid economic change
and those that are failing has been
educational attainment. Those that
have the most education are thriving,
while others with the least education
are seeing their standard of living
decline year after year.

We used to think that a person could
make a good living for himself and his
family if he were honest and hard
working. Now he needs a working
she, and both need extensive higher
education to gain access to the better
paying jobs in the labor force.
Moreover, their incomes directly affect
the living conditions in which they will
raise the next generation.

In this brief report, we analyze the
relationship  between  educational
attainment and family income.
Because of the dynamics of the
economy, we look carefully at changes
in family income over time. Whereas
educational attainment has always had
a strong relationship to family income,
changes in the educational
requirements of the labor force during
the last two decades have greatly
magnified the importence of this
relationship,  Families headed by
persons with at least a bachelor’s
degree from college are effectively
participating in the economy. Other
families headed by persons with high
school educations or less have been in
virtual economic free-fa!l since the
early 1970s. The growing proportion
of American children living below the
poverty threshold is one direct
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consequence of inadequate educational
attainment among parents
subordinating their educations to child
bearing.

The Data
Our data for these analyses are derived

from Census Bureau reports from the
Current  Populwion  Survey and

123
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Associate
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Bachelor's Doctorate

published in the P60 series on
consumer income. These data were
collected in March of 1993, but not
published until February of 1995.

Until this year these reports provided
extensive information on income for
persons, families and households.
Beginning with 1993 data, however,
budget cutbacks at the Census Bureau
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have resulted in sharply reduced
publication of reports from the Current
Population Survey. The three thick
reports that described income and
poverty in great detail through 1992
were delayed and consolidated for
1993 into a single, thin and utterly
inadequate skimpy little report. From
now on, CPS data users must either
retrieve data on their own at their own
expense from released data files or
call the Census Bureau and speak
personally to staff responsible for CPS
data collection and tabulation.

This new condition will inevitably
greatly hinder social and economic
data retrieval, analysis and reporting.
When social and political change is
occurring more rapidly and social
policy is undergoing radical change,
there will be less information
published to help inform the processes
of change. Maybe that is the intent:
after all, why confuse imposed
ideology with awareness of the reality
of the human condition? It might
expose the prevailing ideology of
program elimination for the poor
combined with tax cuts for the wealthy
for the socially destructive policy of
short-sighted greed that it is.

Family Income

Median family income for the
65,506,000 American families in 1993
was $38,231.  Corrected for the
effects of inflation, median family
income has declined steadily since
1989 when it had peaked at $41,060.

Between 1956 and 1973 median family
income in constant 1993 dollars had
increased from $25,400 to $40,700.
Family income stopped growing safter
1973, and generally fluctuated between
$36,000 and $41,000 between 1973
and 1993.

By levels of educational attainment,
median family income in 1993 was
$22,224 among those headed by high
school drop-outs, $33,674 for families
Q
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headed by high school graduates,
$41,909 for families headed by adults
with some college, $59,703 for
families headed by persons with a
bachelor’s degree, and $77,500 for
families headed by persons with five
or more years of college.

Changes in Family Income

Despite the stagnation in mediar
family income since 1973, substantial
redistribution of family income has
occurred during the last twenty years.
Generally, family income has been
redistributed from families headed by

adults with lesser levels of educational
attainment to families headed by adults
with greater levels of educational
attainment.

The families hardest hit by the decline
in real income between 1973 and 1993
are those that had the lowest incomes
to begin with. Among the 6,756,000
families headed by persons with one to
three years of high school (but no
diploma), median income was $34,960
in 1973 (1993 dollars) and had
declined to $22,224 by 1993. This
was a 36.4 percent decline over a
twenty year period. The decline
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occurred mainly between 1973 and
1983, and again between 1989 and
1993. This population appears to have
been particularly hard-hit by the loss
of high-wage, low-skill jobs in such
fields as manufacturing that until about
1973 provided increasing real
incomes.

Families headed by high school
graduates fared only slightly better
between 1973 and 1993. In 1993
there were 21,340,000 such families.
Median family income declined from
$42,920 in 1973 to $33,674 by 1993.
This was a 21.5 percent decline in
constant dollars. All of this decline
occurred during the same two periods
that so adversely affected the incomes
of high school drop-outs: 1973 to
1983, and 1989 to 1993.

Families headed by persons with 1 to
3 years of college in the 1956 to 1990

Q data become families headed by
persons with some college but no
degree and families headed by persons
with associate degrees in the 1991 to
1993 data. In 1993 there were
11,815,000 families headed by persons
with some college but no degree, and
4,408,000 families headed by persons
with associate degrees. In 1993 their
weighted median family income was
$41,909, compared to $48,014 in 1973
(1993 dollars).

Family incomes for this group
declined slightly between the peak in
1973 and 1989, to $46,310.
However, between 1989 and 1993 the
real incomes of this group have
declined by 9.5 percent.

Median family incomes for families
headed by persons with four years of
college (1956 to 1990) and with
bachelor's degrees (1991 to 1993)
have remained quite stable since 1973.
‘ln 1993 there were 12,360,000 such
families. In 1993 dollars, real
incomes peaked at $60,026 in 1973,
declined to $52,014 in 1981, and then
\i)ncreasw to around $60,000 in 1986
ERIC
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and have remained at about that level
through 1993. In 1993 the median
family income for this group was
$59,703.

The group whose real income growth
has outstripped the eroding effects of
inflation are families headed by
persons with five or more years of
college (1967 to 1990) or those headed
by those with master’s, doctor’s or
professional degrees (1991 to 1993).
In 1993 there were 4,320,000 families
headed by persons with master's

195

degrees, 1,650,000 families headed by
persons with professional degrees, and
1,149,000 families headed by persons
with doctorates. Since the beginning
of the 1980s, real incomes have
increased from about $61,000 to
$77,500 by 1993, and increase of 27
percent during this period.

Family Income Redistribution
As these data imply, there has been a

substantial redistribution of family
income between 1973 and 1993.
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Families headed by persons with high
school educations or less are notably
less well off financially now than they
were in the early 1970s. On the other
hand, families headed by persons with
education beyond the bachelor’s
degree are notably better off
financially.

OPPORTUNITY has examined this

redistribution from the perspective

from federal income taxes paid

(October 1994).

® In 1991 families headed by persons
with four years or more of college
constituted 23.0 percent of all
families, earned 36.6 percent of all
family income, and paid 43.2
percent of all federal personal
income taxes.

® In 1970 such families were 13.6
percent of all families, earned 21.8
percent of all family income, and
paid 26.7 percent of all federal
personal income taxes.

What struck us from that analysis was

that as the federal government has

become increasingly dependent on the
taxes paid by higher educated families
it has reduced the share of federal
government expenditures for the
higher educations of taxpayers.
Although by 1991 66.0 percent of all
federal incomes taxes were paid by
filers with at least some college
education, the proportion of federal
expenditures allocated to their higher
educations was 0.7 percent. This was
down from a peak of 0.95 percent in
1981.

Here we analyze the redistribution of

family income across levels of parental

educational attainment from another

perspective: compared to college

graduates.

® 1n 1956 families headed by persons
with 1 to 3 years of high school
earned about 64 percent of what
families headed by persons with
four years of college. That
dropped to 62 percent by 1970, 53
percent by 1980, 41 percent by
1990 and to 37 percent by 1993.

® In 1956 families headed by high
school graduates earned about 72
percent of what families headed by
persons with four years of college
eamned. This rose to 74 percent by
1970, dropped slightly to 71
percent by 1980, dropped further to
61 percent by 1990 and most
recently tc 56 percent by 1993.
® Families headed by persons with 1
to 3 years of college earned 78
percent of what families headed by
persons with four years of college
earned in 1956. This rose and fell
~ between 76 and 84 percent through
1990 when it still stood at 75
percent. However, by 1993 it had
dropped to 70 percent.

We have neither seen, read, nor heard
anything that suggests that family
incomes for those with less than
collegiate educations will rebound in
the foresceable future. The likely
scenario is continued redistribution of
family income along the axis measured
by educational attainment.
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Getting ready .

. for life

Why Freshmen Enroll in College

What motivates American college
freshmen to enroll in college? What
appeal is so great that it causes
students and their families 1o spend
many thousands of dollars each year
for the chance to attend college? To
leave home? To endure the seemingly
endless pressures of reading, papers,
quizzes and examinations?

The Cooperative Institutional Research
Program of the American Council on
Education and the University of

California at Los Angeles asked this
question of American College freshmen
in 1971, and then asked it every year
thereafier beginning in 1976. The
results offer important insights into the
motivation of first-time, full-time
college freshmen for attending college.

We have analyzed published data from
the freshman survey. We have also
asked the CIRP staff ar UCLA for
additional special data tabulations
from this rich data resource to gain

additional insight.  Some of the

highlights of our analyses of these data

include:

® College freshmen give three main
reasons for attending college:
economic, liberal education and
parental influence, in about that
order. This pattern has persisted
over more than two decades.

® College freshmen from lower family
income backgrounds give greater
weight to economic influences on
college attendance than do students

Reasons for Attending College
of American College Freshmen

1994

Get Better Job S R

Learn More About Things ENTTEIEIEIEEEEER

Make More Money
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Get Away from Home 18.6
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Could Not Find a Job 7.7
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Sfrom  hicher
backgrounas.
¢ Freshmen in public colleges and
universities give greater weight to
economic  influences than do
students in private institutions.

® Students in private i stitutions give
greater weight to liberal education
considerations than do students in
public institutions.

® Students from the lowest and

- highest family income backgrounds
gave the greatest weight to liberal
education influences, while students
from middle family income
backgrounds gave the least weight
to liberal education influences.

® Between 1971 and 1994, the
greatest growth in motivation for
attending college was to a) improve
reading and study skills, b) prepare
for graduate/professional school, c)
to rake more money, and d)
because parents wanted student to
attend college.

income family

These and many other fascinating
insights are gleaned rom the rich
freshman survey Jata. We summarize
the story told by freshmen through
their survey responses over the last
two-and-a-half decades here. Their
story is important insofar as public
policy tries to influence coilege
enrollment decisions of access, choice
and persistence through preparation,
recruiting, financial aid and other
supportive services. Understanding
what motivates students to attend
college enables public policy to design
programs that effectively reach and
inform individuals who could profit
from the collegiate experience.

The Data

The data used in the CIRP surveys
that are analyzed and reported here are
collected annually in a national survey
of American college freshmen. This
survey has been conducted each year
since 1966; the most recent published
report is for 1994. The survey
collects descriptive information on

first-time, full-time freshmen in public
and private, two-and four-year
colleges and universities. The
collected data are then weighted to
provide a normative profile of
American college freshmen.

Astin, A. W., Kom, W. S., Sax, L.
J., and Mahoney, K. M. (1994). The
American College Freshman: National
Norms for Fall 1994. Los Angeles;
Higher Education Research Institute,
UCLA.

In addition to the data published for
1994, we have used previous
publications including the 1991 report
summarizing data from the first 25
years of the freshman survey.

Dey, E. L., Astin, A, W., and Kom,
W. S. (1991). The American
Freshman: Twenty-Five Year Trends.
los Angeles: Higher Education
Research Institute, UCLA.

Also, Bill Ko from UCLA provided
special tabulations from the 1994 file
that are summarized in this report.
Copies of the freshman survey are
available from UCLA.

The freshman survey asks the
following question, which is the basis
for our analyses:

In deciding to go to college, how

importans to you was each of the

Jollowing reasons? (Mark one answer

for each possible reason)

My parents wanted me to go

I could not find a job

Wanted to get away from home

To be able to get a better job

To gain a general education and
appreciation of ideas

To improve my reading and study skills

There was nothirg better to do

To make me a more cultured person

To be able to make more mon<y

To learn more abows things that
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Reasons for Attending Ccliege
of American College Freshmen by Gender
1994
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Make More Money ‘il /////////// i 4/// 7 i
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Could Not Find a Job eids’ LS Males
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Nothing Better to Do 2"358 Females
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Percent Citing Very Important
interest me Over the history of the freshman 1994 was parental desire. This too

To prepare myself for graduate or
professional school

A mentor/role model encouraged me to
go

Three response alternatives were

provided: very important, somewhat

important, and not important. Results

used here are the percent of

respondents  checking the very

important response.

The Results

As shown in the chart on page 1 of
"is issue, freshmen gave greatest
importance to the role of collegiate
education in preparing them for a
better job than they would otherwise
have access to. In 1994 77.3 percent
cited this as very important among
their reasons for attending college.

[Kc

wll Toxt Provided by ERIC

survey, consistently over 70 percent of
all freshmen cited this as a very
important reason. In 1971, the first
year the motivation question was
asked, 77.0 percent cited this as very
important. Also consistently, this has
been the most frequently cited very
important reason for attending college
every year the question was asked.

The second most frequently cited very
important reason for attending college
is to learn more about things. Since
first asked in 1971, the proportion of
freshmen citing this has increased
steadily, from 64.5 percent then to
69.7 percent by 1986 and 73.0 percent
by 1994,

The highest ranking family influence
on the college attendance decision in

140

has grown over time, from 21.9
percent in 1971 to 35.2 percent by
1994,

Gender Differences

Generally males and femdbles share
similar patterns in motivations to
attend college. Both give greatest
weight to economic influences,
followed by liberal education and
family influences.

However, a few quite subtle and

interesting differences are apparent in

the gender data.

® Across nearly every response
category, females were more likely
than males to cite reasons for
attending college as very important.

® These differen~=s were greatest
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when it came to gaining a general
education (+13.0 percent),
becoming a more cultured person
(+11.1 percent), prepare for
graduate/professional school
(+11.1 percent), learn more about
things (+ 8.4 percent), and improve
reading/study skills (+ 7.9 percent).
@ The male response exceeded the
female response in only two
response categories: make more
money (+5.0 percent) and nothing
better to do (+ 1.3 percent).
Apparently, women are more excited
about the liberal 2ducation
opportunities in collegiate study than
are men. Men, on the other hand,
appear to appreciate the economic role
of higher education in preparing them
for better paying jobs somewhat more
than do women.

Economic, Educational and Family
Iufluences

Family income is a common reference
in the public policy analysis of

educational opportunity. Besides
being the basis for determining

eligibility for most public student
financial aid program benefits, family
income is a tidy socioeconomic status
measure. We analyze the reaso:s
cited by college freshmen for attending
college in terms of their estimated
parental incomes through special
tabulations from the 1994 data file.

Economic influences: Two responses
to the freshman survey question are
economic: get a better job and make
more money. The chart to the right
shows the proportion of survey
respondents at each income interval
citing these as very important reasons
for attending college.

The pattern is clear and consistent for
both responses: freshimen from the
lowest income families are most likely
to cite economic reasons for attending
college, and freshmen from the highest
income families are least likely to cite

these economic influences as very

Importance of Economic

by Estimated Parental Income

80

A.It;y 1995
®

Factors on College Attendance

1994
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o o n

Percent Citing Very Important
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e o —

To Get a Better Job

10-15 20-25

6-10 15-20

LT6

important to their college enrollment
decision. This drop-off is particularly
noticeable above roughly $60,000 per
year in estimated parental income.

Liberal education influences: A
distinctly different pattern of responses
across parental income levels results
from analysis of data on general
education inflvences. There are five
such responses in the survey question:
® Learn more about things

® Gain general education

® Prepare for graduate/professional

1i]

25-30
Estimated Parental Income (000)

150-200

75-100
60-75  100-150 200+

30-40 50-60

40-50

school
® Improve reading/study skills
® Become more cultured person

All five show the same pattern.
College freshmen from the lowest and
highest levels of parental income are
the most likely to cite liberal education
influences as very important to their
college attendance decision. Freshmen
from middle income ranges are least
likely to give great weight to liberal
vducation influences on their decision
to ei:voll in college.




| July 1995

Postsecondary Education OPPORTUNITY

Page §

Family influences: The third category
of influences are those related to
families, and probably parents in
paticular. These influences include:
parents wanted me to go, and wanted
to get away from home.

Here a third distinct pattern emerges.
These family influences appear to
increase with family income. While
family influences are generally less
influential than economic or
educational influences, they are
nevertheless recognizably important to
more than a third of college freshmen.
They are somewhat more recognizably
more influential to students with
higher pareatal incomes (and more
likely to be college educated) than
those from lower parental income
(who are less likely to be college
educated).

.lnstitutional Type and Control

Different types of institutions serve
freshmen with  overlapping  but
differing backgrounds.  Generally
universities--both public and private--
enroll freshmen from the highest
family income backgrounds, and two-
year colleges--both public and private-
-serve students from the lowest family
income backgrounds. Thus, based on
the preceding charts, we should expect
freshmen enrolled in different types of
institutions to exhibit somewhat
different reasons for attending college.

In fact the expected patterns emerge in
comparisons of responses for freshmen
enrolled in different types of colleges
and universitics. Roughly speaking,
freshmen enrolled in public colleges
8rd two-year institutions give greater
weight to economic factors in college
a‘tendance decisions than do students
in private institutions and universities.
We illustrate this in the first chart on
.the following page where the
proportion of freshmen citing to earn
more money as a very important
reason for attending college are shown

by institutional type and control. The

Q .
ERIC

Aruitoxt provided by Eic:
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black colleges have the highest
proportion of freshmen citing this as
very important, followed by all types
of public institutions, followed by all
types of private institutions.

Between those institutions serving the
lowest family income background
freshmen and those serving the highest
the spread is nearly 25 percent. This
difference must have an impact on the
academic/vocational tenor of
institutional life.

When a liberal education motivation is
examined, a quite different pattern
emerges. Once again freshmen in
predominantly black colleges give
great weight to gain a general
education. But here private college
freshmen are more likely than public
college freshmen to give great weight

to this factor in deciding to attend
college.

Summary and Conclusions

The freshman survey data provide
useful information to those who seek
to understand and influence motivation
to attend college after high school.

College freshmen report that they
attend college for economic, liberal
education and family reasons, in about
that order. Women are more
motivated than men by liberal
education reasons, and men are more
motivated by economic considerations.

Students from low income family
backgrounds are motivated more by
economic considerations than are
students from high income families.

July 1995 ‘

Studeats from high income families
are somewhat more motivated by their
families to attend college than are
students from low income family

backgrounds.

Freshmen from both lew and high
income families are more motivated to
attend college by liberal educsation
reasons than are students from middie
income family backgrounds.

To the extent higher education
ingtitutions of different types and
controls enroll students from different
portions of the income distribution, the
motivation of their freshmen differ.
Economic interests motivate freshmen
in public institutions somewhat more
than they do freshmen in similar types
of private institutions. However,
public and private black colleges

Importance of "Make More Money'
by Institutional Type and Control
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Public 2-Year College
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Importance of

Private Black College
Public Black College
Private University
Nonsectarian 4-Year Coll
Catholic 4-Year College
Protestant 4-Year College
Public University

Private ‘2-Year College
Public 4-Year College

Public 2-Year College

enroll freshmen most motivated by
either economic or educational
considerations.

Much of existing public policy
regarding opportunity for
postsecondary education and training
is focused on removing barriers.
Foremost among these are the
financial barriers imposed by limited
family resources to pay college
attendance  costs. Govermnment
financial aid programs were created to
assist students and their parents to
finance these costs and hence
surmount the price barrier.

Other barrers include inadequate
academic preparation for collegiate
study, racial and ethnic discrimination,
limited information to prospective
students on the benefits of higher
education, etc. Different public policy
responses are appropriate to effectively

1994

"Gain General Education'

by Institutional Type and Control

- PR

50 60

70 a0

Percent Citing Very Important

removing these barriers to

opportunity.

The freshman survey data provide an
additional framework for thinking
about broadening opportunity for
postsecondary education and training.
Instead of removing barriers, public
policy can consider informational roles
to different target populations of
prospective students (something we at
OPPORTUNITY have been devoted to
for the last three-and-half years).

The economic and educational benefits
of college attendance may not be well
known or appreciated by students who
choose not to continue their formal
educations after high school. Surveys
of parents of junior high school
students in Illinois, and junior high
school students themselves in

" Pennsylvania, have found both lack of

knowledge among both these students

114

and their parents, and high anxiety
about lack of information among
parents.

Dixon, R. J. (1986). Parents of
Hllinois Eighth Graders: A Survey of
Their Knowledge about Academic and
Financial Planning for Their Child’s
Education Beyond High School.
Springfield, Illinois: Illinois State
Scholarship Commission.

Especially among the most vulnerable
populations--e.g., low and middle
income, first generation, racial/ethnic
minority, disabled--lack of information
about the economic and enlightening
benefits of collegiate study may in
their own ways impose barriers to
opportunity that other public policy
programs, e.g. student financial aid,
attempt to address.
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State Policies on Educational Opportunity
through State Student Financial Aid Laws

State laws creating state student financial aid programs provide
one useful perspective on how different states view the public
interests served by expanding postsecondary education
opportunity through financial aid programs. We have
collected here three declarations of purpose commonly found
in state laws that chart this aspect of state involvement in
fostering educational opportunity.

Hlinois

The Illinois Student Assistance Law was passed by the Illinois
General Assembly in 1967, Among other things, the law
created the Monetary Award Program (MAP) which is now
the second largest state grant program among the states. For
the 1995 fiscal year Illinois appropriated $244 million for
grants to about 119,000 Illinois resident undergraduates.

The General Assembly has found and hereby declares

that the provision of a higher education for all residents

of this State who desire such an education ard are
properly qualified therefor is important to this State and
Nation; and consequently is an important public
purpose; many qualified students are deterred by
financial  considerations from completing  their
education, with a consequent irreparable loss to the
State and Nation of 1alents vital to welfare and security.

The number of qualified persons who desire higher
education is increasing rapidly, and the physical
Jacilities, faculties, and staffs of the institutions of
higher learning operated by the State will have to be
expanded greatly to accommodate such persons, with an
attendant sharp increase in the cost of educating such
persons. A system of financial assistance of
scholarships, grants, and guaranteed loans for qualified
residents of college age will enable them to attend
qualified institutions of their choice in the State, public
or private.

Pennsylvania

The Commonwealth of Pennsylvania enacted legislation
creating state student financial aid programs in 1966. The
primary state student grant program administered by the
Pennsylvania Higher Education Assistance Agency is the State
Grants Program.  For fiscal year 1995 Pennsylvania
appropriated $209 million for State Grants to 142,000 students.

ERIC

_

Although the enrollments of postsecondary institutions of
higher learning of this Commonwealth and throughout
the nation continue to increase at a rapid pace, and
although larger numbers of the Commonwealth’s
children graduate from both public and nonpublic
secondary schools each year, there continues to be a
tragic underdevelopment of the Commonwealth's human
talent because of the inability of many needy students to
finance a postsecondary education program.  The
Commonwealth of Pennsylvania can achieve its Sull
economic and social potential only if every individual
has the opportunity to contribute to the Sfull extens of his
capabilities and only when the financial barriers io his
economic, social, and educational goals are removed,
It is therefore the policy of the Legislature and the
purpose of this act to establish a broad-scale Siate
scholarship program designed to guarantee thas the
most  able students from all sectors of the
Commonwealth, the most needy students and students
with the capability 10 successfully  complete
posisecondary educational programs, and deserving
postsecondary students are given the opportunity to
continue their program of self-improvement in an
institwtion of higher learning of their choice.

Washington

The State of Washington initiated its student financial aid
programs in 1969. Currently the wnajor programs cffered by
the State to its citizens include the State Need Grant Prograa
and the State Work-Study Program. For the 1995 fiscal year
Washington appropriated $51 million for State Need Grants to
38,000 students.

The Legislature hereby declares that it regards the
higher education of its qualified domiciliaries to be a
public purpose of great importance to the welfare and
security of this state and nation; and further declares
that the establishment of a studemt financial aid
Pprogram, assisting financially needy and disadvantaged
students in this state to be a desirable and economical
method of furthering this purpose. The legislature has
concluded that the benefits to the state In assuring the
development of 1alents of its qualified domiciliaries will
bring tangible benefits to the state in the Suture,

11
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Academic preparation . . .
Academic Core Course Completion
by High School Graduates, 1982 to 1992

In 1983, A Nation at Risk assessed
the performance of American schools
and their students and concluded that
our society had “lost sight of the basic
purposes of schooling, and of high
expectations and disciplined effort
needed to astain them. ”

The Commission’s report recommenied
that all students graduating from high
school complete a core curriculum
consisting of the "New Basics®:

® Four units of English

® Three units of science

® Three units of social studies

® Three units of mathematics

® One-half unit of computer science.

Subsequemily, analysis of several
national data files has found that
indeed states, schools and students
have responded: between 1982 and
1992, the proportion of high school
graduates that have completed the first
four of the above New Basics
academic core. curriculum units rose

from 13 to 47 percent.

Here we preseat the summary of the
relevant national educational data files
regarding academic core curriculum.
These data are especially important to
higher educational institutions that
often unwillingly assume remedial
educational roles for ill-prepared but
admitted students.

As colleges and universitics undergo
tightened budget comstraints and
increasing government scrutiny--both
federal and state--remedial educational
functions of higher education are
likely to be challenged as beyond
imstitutional mission and purpose.
Raising admissions critecia in public
universities has been ome reporied
response to budget pressures. The
vgetinl of such restrictions on higher
<

. . . for College

Core Curriculum Course Completion
for High School Graduates
1982 to 1992

50

40 ¢

30 1 8.6

20 1

12.7

107

Percent Completing Recommended Units

1982 1987

educational opportunity are usually
disproportionately the most vulnerable,
least represented populations served by
higher education.

The Data

The sources of data used in this report
are all national. They involve

116

46.8

39.9

1980 1992

collection and analysis of high school

transcripts.

® For the 1982 data, high school
graduate course data were taken
from the High School and Beyond
Transcript Study. This was a
follow-up to the 1980 HS&B
longitudinal survey of high school
sophomores and seniors.
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Transcripts were analyzed for
sbout 12,000 1980 high school
sophomores.

® The 1987 and 1990 transcript datz
were collected a8 & part of the
National Assessmeat of Educational
Progress.

® Data for 1992 were abstracted
from the National Educational
Longitudinal Study transcripts.

The summary of these analyses have
been published by the National Center
for Education Statistics.

Smith, T. M., and others. (1994).
The Condition of Education 1994.
Washington, DC: National Center for

Education  Statistics, Office of
Educational Research and
Improvement.

Academic Core Course Completion

When A Nation at Risk was being
prepared in 1982, just 12.7 percent of
all high school graduates had
completed four years of English, three
years of science, three years of social
studies, and three years of
mathematics. Ten years later, in
1992, 46.8 percent of all high school
gradustes had completed this academic
core coursework. By any measure,
this represents substantial progress in
college preparation by high school
graduates. -

When the half-year of computer
science is added, the proportion of
high school graduates meeting this
higher hurdle rose from 2.1 percent in
1982, to 16.3 percent by 1987, to 22.7
percent by 1990 and 29.4 percent by
1992,

The authors of A Nation at Risk also
recommended that high school
graduates planning to earoll in college
also take 2 units of a foreign language.
When this added to the above

ERIC

IToxt Provided by ERI

curriculum, the proportion passing this
highest hurdle increased from 1.6
percent in 1982, to 12.0 perceat by
1987, 17.3 percent by 1990 and 23.3
percent by 1992,

While 46.8 percent of the 1992 high
school graduates had completed the
English, science, social studies and
mathematics unites, 17.4 percent or a
third of these did not complete the
computer science half-unit. Another
6.1 percent did not complete the two
foreign language units by graduation.

Core Curriculum Course Completion
for High School Graduates by Race/Ethnicity
1982, 1987, 1990 and 1932

Race/Ethnicity

The sharp increase in the proportion
of high school graduates completing
the core units in English, science,
social studies and mathematics
occurred across all major racial/ethnic
groups, as shown in the above chart.
@ Asian high school graduates were
most likely to have completed these
core units in all four years,
followed by whites, blacks and
Hispanics. Generally, American
Indian high school graduates were
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least likely to complete these courses

by graduation.

® The largest gain was made by
whites (+34.7%), followed by
blacks (+32.9%), Asians
(+30.9%) and Hispanics
(+29.3%). The smallest gain was
made by American Indians
(+24.6%).

® Between 1987 and 1992, whites,
blacks and Hispanics continued to
make substantial gains. However,
progress stopped after 1987 for
Asians and American Indians.

When the half-unit of computer
science is added, the proportion
completing the higher hurite is 32.2
percent for Asians, 29.6 percent for
whites, 28.7 percent for Hispanics,
27.6 percent for blacks and 22.1
percent for American Indians. From
these data it appears that whites and
Asians who have completed the first
four core units have the most difficulty
completing the half-unit of computer
science, and Hispanics and American
Indians have the least difficuity.

When the two units of foreign
language are added, the proportion
completing all six unit areas is 29.4
percent for Asians, 23.7 percent for
whites, 21.9 percent for blacks, 20.0
percent for Hispanics and 11.4 percent
for American Indians. From these
data it appears that American Indians
and Hispanics have the greatest
difficulty getting in two years of a
foreign language, and Asians have the
least trouble.

Gender

Male and female high school graduates
show similar rates of completion of
the four core academic units. By 1992
46.5 percent of the males and 47.2
percent of the females had completed
the first four areas of the New Basics.

However, between 1982 and 1992, the
proportion of female high school
¥mduates completing the four core
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units increased by 29.2 percentage
points, compared to 25.2 for males.
For each year 1982, 1987 and 1990,
the proportion of males completing the
four core areas was greater than the
propottion for females. This reversed
in 1992, however, when females
surpassed males.

The strength of the data in 1992 for
females compared to males carries
over into the additional areas of
computer science and foreign
language. When the computer science

1ts

Year

. 1982
. 1987
’ 1990
—

47.2

half-aumit is added to the four core
units, 29.2 percent of the females
paseed the higher hurdle compared to
25.2 percent for the males.

When the two foreign language units
are added, 24.3 percent of the females
and 19.0 percent of the males have
passed the highest hurdle. More
female than male high school
graduates completed both the computer
science and foreign language units in
1992.
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Public and Private High Schools

In 1992 65.7 percent of all private
high school graduates completed the
English, science, social studies and
mathematics core  units. By
comparison only 44.8 percent of all
public high school graduates had met
the same standard that year.

These data are particuiarly important
because public high school graduates
were nearly 90 percent of all high
school graduates in 1992.

The difference between private and
public high school graduate core unit
completion increased between every
survey year. Between 1982 and 1987,
the proportion of private high school
graduates completing the four core
units increased by 25.3 percentage
points compared to an increase of 15.6
percent in public high schools.
Between 1987 and 1992 the increase
was 14.2 percentage points in private
high schools compared to 11.1 points
in public high schools. Between 1990
and 1992 the proportion of private
high school graduates meeting this
criteria increased by 9.1 percentage
points, compared to 6.6 percentage
points in public high schools.

The proportion of public high school
graduates completing recommended
units for the four core subjects plus
the half-unit of computer science was
28.7 percent in 1992, compared to
36.0 percenrt for graduates from
private high schools. By a substantial
margin private high school graduates
were less likely than public high
school graduates to have taken the
half-unit of computer science by
gradustion. However, between 1982
and 1992 private high school gradustes
made a substantially larger gain in this
area than did public high school
graduates.

The reverse pattem is true for the two-
year foreign language
recommeandation. In 1992 private high

Percent Completing Recommended Units

Core Curriculum Course Completion
for Public and Private High School Graduates
1982, 1987, 19980 and 1992
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school graduates weez more likely than
public high schoul graduates to have
completed two units of a foreign
language.

Other Characteristics

In 1992 45.3 percent of high school
graduates whose parents had not
finished high school managed to
complete the English, science, social
studies and mathematics core units.
This compared to 47.2 percent of
those whose parents were high school
graduates, 45.7 percent of those whose
parents had some college, and 48.5
percent of those whose parents were
college graduates.

More interestingly, between 1982 and
1992, the largest increases in the core
curriculum completion rates were
among high school graduates whose
parents had the least amount of

65.7

Year

1982
- 1987
1980
% 1992

oducation. Among graduates whose
parents had not graduated from high
school, the increase between 1982 and
1992 was 35.3 percentage points,
compared to an increase of 29.0
percent among those whose parents
were college graduates.

High school graduates from urban
high schools were more likely than
graduates from suburban or rural high
schools to have taken the
recommended units in English,
science, social studies and
mathematics. In 1992 50.8 percent of
urban high school graduates completed
the recommended units, compared to
47.6 percent from suburban high
schools and 42.5 perceat of Liose from
rural high schools. M reover,
between 1982 and 1992 the greatest
gains were in urban high schools, and
smallest gains were in rural high
schools.

‘ 119
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More Tuition . . .

. . . for Less Instruction

Changing Revenue and Expenditure Patterns
in Public Higher Education, FY1980 to FY1993

Since 1980 public higher education

has undergone a profound financial

transformation.

® Public colleges and universities are
increasingly relying on revenues
Jrom tuition and fee charges to
students and private sources for
educational and general revenues,
and receiving declining shares of
E&G revenues from state and

federal governmenss.
@ These public colleges and
universities are spending a

declining share of these revenues
on instruction and physical plant
operations and maintenance, and
increasing shares on research and
student financial aid.

In short, in FY1993 students enrolled
in public colleges and universities are
paying more tuition for less instruction
than they did in FY1980.

In this analysis we examine very
recently released data on the revenues
and expenditures of higher education
for the 1993 fiscal year, These data
were provided by the National Center
for Education Statistics.

We have compared these data to those
previously published for FY1980.
Our central concern is how these
changes affect opportunity for higher
education for students. We have
chosen FY1980 as the base year for
comparison because data are available
for that year and because the
refinancing of higher education at the
federal level and in all 50 states began
about 1979. All data sources on
higher education financing indicate
that since about 1979 or 1980, social
resources committed to  higher
education have been reduced, and
private resources committed to higher
education have increased.

ERIC

IToxt Provided by ERI

Changes in Revenue Shares in Public Higher Education
Between FY1980 and FY1993

Tuition and Fees T

Private Gifis, Contracts 1

Local Governments T

Endowment Income T

Federal Governinent 7

State Government 7 -9.15

I

34

J 1 ] I } } ]
T —t

-12 -10 -8

6 -4 -2 0 2 4 6 8 10

Change in Revenue Shares in Percent

In this analysis we examine public
higher education only. Our analysis
included revenue and expenditure data
for private higher education. The
results were interesting, but space
limitations precluded its inclusion in
this issue of OPPORTUNITY.

120

The Data

The federal government has collected
and reported statistics on education in
the United States since the end of the
Civil War. We have examined
financial data on higher education
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published since 1931.

The current data is collected in annual
surveys through the Integrated
Postsecondary Education Data System
(IPEDS). Here we use the Finance
Survey portion of IPEDS. The data
for 1993 will be published by the
National Center for Education
Statistics in periodic Ed Tabs reports
and the annual Digest of Education
Statistics.

The IPEDS Finance Survey collects
information from higher education
institutions on revenues by source and
expenditures by function. Our
analysis of these data is limited to the
largest category, Education and
General Expenditures. This includes
the categories noted in the charts, and
excludes mainly auxiliary enterprises
such as hospitals, dormitories, food
service, college stores and
intercollegiate athletics.

Revenues

In kY1993, public colleges and
universities in the United States
received $79.974 billion in educational
and general revenue. The distribution
of these funding sources in FY1993
was as follows:

Tuition and fees 24.37%
Federal government 14.57%
State governments 49.75%
Local governments 5.05%
Private gifts, contracts 5.41%
Endowment income 0.83%

(Note that this excludes income from
essentially self-supporting auxiliary
enterprises and services. Apparently,
about $3 billion in revenue from
auxiliary enterpiises and services was
spent on educatiopal amd general
functions n FY1993.) In FY980
public higher education received
$30.514 billion from these sources.

Between FY1980 and FY1993, this
distribution shifted, as shown in the
chart on the previous page. Public
colleges and universities grew more

Changes in Expenditure Shares in Public Higher Education
Between FY1980 and FY1993

Research 7

Student Financial Aid 1
Other Academic Support 1
Institutional Support 1
Public Service

Student Services 1
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Libraries T
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Instruction t -2.32§

1.8
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-1 0 1 2
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dependent on reveaues primarily from
tuition and fee charges to students, and
secondarily from private sources in the
form of gifts, grants and contracts.
Public institutions grew less dependent
on their state and the federal
government during this period.

Expenditures

In FY1993 public colleges and
universities speat $83.211 billion on
educational and general functions, up
from $30.627 billion in FY1980. The

‘) <
tor A

distribution of these expenditures for
educational and general functions in
FY 1993 was as follows:

Instruction 41.17%
Research 12.714%
Public service 5.48%
Libraries 2.80%
Other academic support 6.35%
Student services 6.21%
Institutional support 10.88%

Physical plant operations/maint8.50 %
Student financial aid 4.48%
Mandatory transfers 1.37%
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(Again, this exciudes expenditures for
suxiliary enterprises.)

Between FY1980 and FY1983,
available funds were redistributed
across these functional categories as
shown on the chart on the previous
page. In public universities and
colleges, research and student finar il
aid were the largest gainers in shares
of E&G expenditures. These were
followed by institutional support,
public service and student services.

The largest losers in shares of public
institutional E&G expeaditures were
instruction and physical plant
operations and maintenance between
FY1980 and FY1993. Libraries also
lost E&G expenditure share during
this period.

Reliance on Tuition Revenues

. From these data one may fairly deduce
that tuitions paid by students are
covering a larger share of the costs of
their education. That education
includes more than instruction. It
includes institutionally funded student
financial aid, student support services,
and portions of institutional
expenditures for libraries, academic
and institutional support, and plant
operations and maintenance.

We have calculated the portion of the
expenditures of public colleges and
universities fairly attributed to the
costs of educating students. The plot
of the result is shown to the right.

Costs of educating students in public
institutions do not include research or
public service. The do include
instruction, student support services
and student financial aid. They also
include & portion of the expenditures
for libraries, other academic support,
institutional support, physical plaat
operations and maintenance and
mandatory transfers. That portion is
the rmtio of expenditures for
instruction to the sum of the

Q
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expenditures for instruction plus
research plus public service.

Between the mid 1950s and early
1960s, tuition and fees revenues paid
between 16 and 17 percent of these
costs of educating students in public
colleges and universities. This
proportion increased--unevenly—to 21
percent by 1980. After 1980 the cost
shift from state taxpayers to public
institution students took off. By 1993
tuition and fee revcnues had increased

124

to 32.26 percent of our broade:
measure of educationsl costs.

Our analysis of tuition growth in
public higher education for FY1994
and FY1995 ndicates that subsequent
IPEDS financial surveys will report
further growth in the proportios of
educational costs financed by tuition
and fee revenues charged students.
Moreover, the low budget priority
being accorded public higher education
in state budgeting currently suggests
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that states will continue to cut back in
state funding of higher education and
tuitions charged students will be
increased to offset this loss of state

support.
Conclusiors

This brief analysis of public higher
education revenues and expenditures
identifies major and minor issues that
impact higher educational opportunity.

First, public higher education finance
is changing. Sources of revenues are
changing, and the purposes to which
revenues are put are changing. These
changes are not trivial and they do not
appear to be temporary. Other data
sets confirm them. They have a
profound effect on the affordability
and quality of higher educational
opportunity for students.

The changing revenue picture
documents the cost shift from
taxpayers to students. Social
resources (of the states and federal

physical  plant

governments) previously committed to
higher education are being diverted to
other pressing social priorities.
Tuition charges to students have been
increased to offset this loss of taxpayer

support.

Also, public institutions appear to be
assessing  self-supporting auxiliary
services charges that help finance
educational and general functions of
institutions.  This revenue capture
from auxiliary enterprises has grown
from about $113 million in FY 1980 to
$3,237 million by FY1993.

Ever so gradually but ever so
persistently, public higher education is
being privatized.

The changing expenditure patterns in
public colleges and universities
indicate a substantial de-emphasis on
instruction, and probable deferral of
maintenance  and
operating cost reduction. Of greater
budget priority are research, student
financial aid and various support roles-

-acadenic, instituticnal and student.

From the perspective of the tuition-
paying student, students are paying
more tuition for less instruction in
1993 than they were in 1980 in public
colleges and universities. The
increased tuition and fee share of E&G
revenues indicates that by FY1993
students were paying $6.8 billion more
than they were in FY1980. However,
public colleges and universities had
decreased expenditures on instruction
by $1.9 billion during this period.

Finally, regarding affordability, while
tuition revenues increased by $6.8
billion between FY1980 and FY 1993,
public institutions only covered about
$1.1 billion of this increase for
students with need from institutional
resources.” To do this much is
progress for nublic institutions wedded
to low tuition. However, it probably
fell several billion dollars short of the
needs of their students.
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The Growing Importance of
Financial Considerations in College Choice
1980 to 1994
The higher education cost shift from .
taxpayers to students that has been Rgasons Cl?’ed as Very Important
underway at the federal level and in in Selecting Freshman College
all 50 states since 1980 influences all 1994
college enroliment decisions of
students: access, choice and
persistence. Students that are affected )
by cost considerations in these Good Academic Reputation 48.8
enrollment decisions come from lower Graduates Get Good Jobs 42.3

levels of family income. Those from
‘ the highest levels of family income are
least affected by this cost shift.

Here we examine data on college
choice with respect to the role of
financial resources to finance college
attendance costs. A priori we would
expect students from lower income
family backgrounds to be more
sensitive to cost factors in college
choice than we would expect of
students from higher family income
backgrounds.

In past issues of OPPORTUNITY
(e.g., October 1993) we have reported
the analyses of these data from the
perspective of economic stratification
of higher education enrollments

according to family income. Of
course we expected to find and did
find that:

® Median family income is highest in

the most academically selective
institutions,

® Median family income is highest in

‘ umversities fpublic or private),

lower in four-year colleges (public

or private), still lower in two-year

colleger (public or private) and

Size of Callege J_ss.s

Offered Financial Aid

Low Tuition

Grads Go to Top Grad Schls
Good Social Reputation
Offers Special Programs -
¥anted to Live Near Home
Friend Suggested Attending
Relatives Wanted Me to Come
HS Guidance Counselor
Recruited by Athletic Dept
Religious Orientation
Teacher Advised Me

Local College

Recruited by College Rep
Priv Counselor Advised Me

Not Accepted Anywhere Else
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lowest in predominantly black colleges
(public cr private).

The prescient Chicago Study of Access
and Choice in Higher FEducation
(1984) of educational opportunity in
Chicago and its suburbs concluded:
The [Chicago] study shows an
interlocking system of
educational stratification that
treats minovity and low-income
students differently in a great
many ways. The higher
education system does not
operate to equalize opportunity
but has powerful institutional
Sfeatures that tend to perpetuate
separation  and  inequality.
There are no signs that these
problems are curing themselves.
In fact, cuts in scholarships,
increases in tuition, increases in
high school graduation
standards and college
admissions requirements, and
cuts in compensatory programs
in both high schools and
colleges could lead to greater
inequality and less access for a
large and growing fraction of
metropolitan Chicago students.
As predicted, things have gotten
worse--much worse--in ways that the
Orfield study group correctly
anticipated.

Here we examine published and

unpublished data from the

ACE/UCLA Freshman Survey to glean

additional insights into the growing

importance of financial factors in the

college choice decisions of students.

What we find are:

® As the costs of higher education
have been shifted from taxpayers to
students since 1980, the proportion
of college freshmen citing financial
factors as very important in their
college choice has increased,
sharply.

® To some degree, these gre ving
financial considerations in college
choice appear to be displacing
considerations of academic

reputation and preparation for good
jobs that have dominated college
choice considerations in the past.
® Between 1989 and 1994, the
greatest growth in the importance
of a financial aid offer in the
college choice decision was for
freshmen from families with
parental incomes above $80,000
per year.
College choice appears to be less
influenced by academic consideratior s
and more be affordability concers
than was the case before the cost shift
from taxpayers to students began in
1980.

The Data

Data used in this analysis come from
the annual survey of American college
freshmen conducted by the American
Council on Education and the Higher
Education Research Institute at UCLA.
This survey has been conducted each
year since 1966 and presents a rich
source of insight into many critical
public policy questions regarding
higher educational opportunity.

Astin, A. W., Kom, W. S., Sax, L.
J., and Mahoney, K. M. (1994). The
American Freshman: National Norms
Sor Fall 1994. Los Angeles: Higher
Education Research Institute, UCLA.

We are also grateful to Bill Komn and
Eric Dey for special cross-tabulations
from the 1989 and 1994 survey files.
Our special tabs went beyond
published data and detailed the survey
data by estimated parental income.

The specific question that provides

college choice insight in the freshman

survey is:
Below are some reasons that
might have influenced your
decision to attend this particular
college. How important was
each reason in your decision to
come here?

1 :s';-’ (j
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Relatives wanted me to come here

My teacher advised me

This college has a very good
academic reputation

This college has a good reputation
Sor its social activities

I was offered financial assistance

This college offers special
educational programs

This college has low tuition

High school counselor advised me

Priv college counselor advised me

I wanted to live near home

A friend suggested attending

A college rep recruited me

Athletic department recruited me

This college’s graduates gain
admission to top graduate/
professional schools

College’s graduates get good jobs

I was attracted by the religious
affiliation of the college

I wanted to go to a school about the
size of this college

Not accepted anywhere else

Local college; no other options

Three choices were provided for each
reason: very important, somewhat
important and not important. Our
analyses are limited to those who cited
very important to their college choice
decision.

Reasons for College Choice

Freshmen report that they continue
their educations after high school
primarily for economic and general
education reasons. They make their
choice among colleges for similar
reasons.

As shown in the first chart, more
college freshmen report that the
academic reputation of their college
was very important to their choice
decision than any other reason. This
was followed by “graduates get good

.jobs."

This analysis approaches the freshman
survey data from the perspective of
college affordability. How does price
Q

Change in Reasons Cited as Very Important
in Selecting Freshman College for Males and Females
Between 1983 and 1994

Good Academic Reputation 1
810

Graduates Get Good Jobs 1
Offered Financial Aid 1
Low Tuition 1
Grads Go to fop Grad Schls 7
Good Social Reputation
Offers Special Programs

Yanted to Live Near Home

10.1
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. Females
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affect college choice? What about net
price (after financial aid is factored
in)? Thus, we look for the responses
that offer insight into these effects.

The responses that provide this
information include those concerning
low tuition, financial aid offers and
ability to live cheaply while attending
college.

The survey also includes responses

4 .y
125

that indicate students are interested in
general educational benefits (academic
reputation, availability of special
programs, preparation for graduate
school), campus environmental
factors (size of college, social
reputation, religious orientation), and
are directed toward the college from
many sources (friends, relatives, high
school guidance counselors, etc.).

In the 1994 Freshman Survey, mo




Page 4

Postsecondary Education OPPORTUNITY

August 1995

freshmen report that the academic
reputation of the college they have
chosen is very important than any
other response alternative. This has
been a consistent finding since they
survey first started asking about
reasons for college choice in 1971,

Graduates get good jobs has been the
second most frequently cited very
important reason for choosing the
college of enrollment since this
questior was added in 1984.

The cost considerations--offer of aid
and low tuition--were cited by about
29 percent of all freshmen as very
important to their college choice
decision.

Change in Reasons for Choice

The great cost shift from federal and
state taxpayers to students began in
1980 and continues today. Therefore,
we compare current reasons for
choosing the freshman college to those
some years back. Here we choose
1983 bevause of changes in the design
of the college choice question on the

Freshman Survey that were
implemented that year.

Between 1983 and 1994 the
importance of financial factors in

college choice increased, while the
importance of academic reputation and
job placement of graduates decreased.
This was true for both men and
women, but somewhat more so for
women.

The proportion of freshmen reporting
that the offer of financial aid was very
important to their institutional choice
decision increased by 7 percent for
men and 10 percent for women. The
proportion of freshmen indicated that
low tuition was important to their
choice decision increased by 6 percent
for men and nearly 9 percent for
women between 1983 and 1994,
Indeed, it appears that the growth in
financial influences on the college

choice decision is displacing academic
reputation and job placement among &
growing proportion of freshmen.

Importance of Financial Aid Offer

The importance of a financial aid offer
in the college choice decision’ is
clearly more important to freshmen
entering private institutions than it is
to students entering public institutions.
The 1994 Freshman Survey data show
that an offer of financial aid is very
important to freshmen entering low

and medium selectivity Catholic four
year colleges about three times more
often than among freshmen entering
public universities that are highly
selective.

Between 1983 and 1994, the
importance of a financial aid offer to
the college chosen increased in all
types of higher education institutions
except public universities with medium
selectivity criteria. Growth was
greatest in Catholic 4-year colleges
with  medium  selectivity, and

Importance of Offer of Financial Assistance in
College Choice by Institutional Control, Type and Selectivity

Catholic 4-Yr-Medium
Catholic 4-Yr-Low
Protesi int 4-Yr-Nedium
Pro estant 4-Yr-High -
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Protestant 4-Yr-Low |
Nonsectarian 4-Yr-Medium
Nonsectarian 4-Yr-Low
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Private Univ-Low
Private 2-Year
Nonsect 4-Yr-Very Hi
Private Univ-Medium
Private Univ-High
Public 4-Yr-High -
Public 4-Yr-Low
Public 2-Year
Public Univ-Low
"Public Univ-Medium
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Public Univ-High
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57.4
55.6
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nonsectarian 4-year colleges that were
highly selective in admissions. (Chart
available on request.)

A broader picture of the growth in the
importance of financial factors in
college choice is shown in the chart to

the right.
Between 1980 and 1994, the
proportion of college freshmen

reporting that the offer of student

- financial assistance was very important
to their college choice decision
increased from 16.2 to 29.6 percent.
Similarly, the proportion of ali
freshmen reporting that low tuition
was very important in their college
choice decision increased from 17.0 to
29.0 percent during this period.
During this period, the proportion of
college freshmen reporting that they
had enrolled in their first choice
college or university declined from
75.8 to 69.9 percent in 1993 and 72.4
percent in 1994.

With the assistance of Bill Kom at
UCLA, we have examined special
tabulations of these financial factors in
the college choice decisions of fail
1994 college freshmen. Specifically,
we have examined data on college
choice influences across levels of
estimated parental income. The
results are shown in the chart on the
following page.

For example, the offer of financial aid
was very important in their college
choice decision to 52.3 percent of the
freshmen from families with incomes
of less than $6000 per year, but only
8.6 percent of the freshmen from
families with incomes of greater than
$200,000 per year.

Similarly, low tuition was a very
important choice consideration to 34.6
percent of those whose parents made
less than $6000 per year, and 10.8
percent of those whose parents earned
more than $200,000 per year. Being
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Financial Factors Cited as Very Important
in College Choice by Parental Income, 1994
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able to live near home was very
important to 26.2 percent of those
whose parents made less than $6000
per year, and 12.4 percent of those
whose parents eamed over $200,000.
Attending a local college because there
were no other options was a very
important choice factor for 7.9 percent
of those whose parents earned less
than $6000 per year, and to 2.2
percent of those whose parents eamed
over $200,000.

Q

In each case, financial considerations
diminished in importance as parental
incomes increased among 1994 college
freshmen. These considerations were
generally highest among those from
lowest family incomes, and lowest
among those from highest family
incomes. The importance of these
financial factors appears to drop off
more sharply above parental come
levels of about $50,000 per y

120

A very different pattem to the data
emerges when we examine the effects
of reputational factors on the college
choice decision and control for
reported parental income.  These
reputational  factors include the
institution’s academic and social
environmental reputation, and the
outcome measures of job and graduate
school placement following
graduation.

Generally, the importance of these
reputational factors is constant across
parental income levels from zero to
about $60,000 per year, and increase
with parental incomes beyond that
level. Apparently, those least
concerned about financing higher
education are more concerned about
reputational factors in college choice
decisions.

Finally, we ask of the UCLA
Freshman Survey data: For students
from what family income levels has
the importance of a financial aid offer
increased in importance?

To examine this question, we have
calculated response rates by quintiles
of parental income from special
tabulations from the Freshman Survey
prepared for 1989 (by Eric Dey) and
for 1994 (prepared by Bill Komn).

The difference between 1989 and 1994
in the proportion in each quintile citing
the importance of an offer of financial
assistance in their college choice
decision is shown in the chart on the
following page. This chart says
volumes about the priorities of
institutions--particularly  private
institutions--in marketing, admissions
and financial aid in freshmen
enrollment during the last five years.
® Between 1989 and 1994, the largest
increase in  the proportion of
freshmen reporting that an offer of
financial assistance was very
important to their college choice
decision occurred in the fourth
quintile of parental income,
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Change in Importance of Financial Alid Offerx
in College Choice by Quintiles of Parental Income

Between 1989 and 1994

to B$23.158 T

$23,158 to 39,710 T

$39.710 to 55,810 7T

$55.810 to BL.S52S T

over 81,525 T

between $55,800 and $81,500.

‘ ® The second largest increase during

the last five years occurred to
freshmen from the top quintile of
family income, over $81,500.

® The smallest increase--less than
half that of any other quintile--
occurred in the bottom quintile,
where parental income was below
$23,200 per year.

One cannot escape the conclusion that
the growth in financial aid award
offers between 1989 and 1994 was
targeted on the most affiuent and
probably least needy students in the
freshman class.

Summary and Conclusions

This analysis ©f the Freshman Survey
data from UCLA document the
changing set of influences of the
college choice decision since 1980.
Among the more obvious and
significant findings from this analysis
are the following:
® Students enroll in college, and
choose among colleges, primarily
for economic and general
educational reasons.

Q =2 4

8 10 12

Change in Percent Citing Very Important

® When it comes to choice among
colleges, freshmen are interested in
the reputation of the college for
environmental factors (academic
and social) and outcomes (job and
graduate school placement).

® Between 1983 and 1994, the
importance of an institution’s
academic reputation and job
placement record diminished for
both men and women freshmen.

® Between 1983 and 1994, the
importance of financial factors
increased in importance in the
college choire decision for both
men and women.

® Between 1971 and 1980 the
importance of financial factors in
the college choice decision
declined. This has reversed. with
a vengeance, and since 1980 the
importance of a financial aid offer
from the institution and low tuition
charges has greatly increased.
Much of this increase occurred
between 1987 and 1992,

® Students from lowest parental
income families are most likely to
cite the importance of financial
considerations in their college
choice decision. Students from the

1ol

highest levels of parental income
are least concerned about financial
considerations in college choice.

® Freshmen from higher levels of
family income tend to be more
interested in reputational factors in
college choice than are students
from middle and lower income
family backgrounds.

® Between 1989 and 1994, the
greatest increase in the importance
of financial aid offers was reported
by students from the top two
quintiles of parental income, above
about $81,500 per year. The
smallest increase was reported by
freshmen from the bottom quintile
of parental income.

These data make clear that institutional
offers of student financial aid are
increasingly important to freshmen in
deciding which college to attend.
However, institutions--particularly
private institutions--appear to be
making these offers not to students
from the lowest parental income levels
that are most concerned about
affordability issues, but to students
from the highest levels of parental
income who are least concerned.
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Need Analysis: Does It Still Work?

During May 1995 the National Association of Student Financial Aid Administrators held six regional forums titled "Need
Analysis: Does It Still Work?* to gather comments on the current state of need analysis. This summary identifies the themes

and conclusions of discussions by participants and panelists.

This is a report to the NASFAA membership on the Regional
Forums on "Need Analysis: Does It Still Work?" held in each
of the six membership regions in May 1995§.

The Forum discussions revealed a rich diversity of opinions on
need analysis in the financial aid profession today. They also
disclosed widespread agreement among aid administrators on
some basic principles of need analysis and its methodologies.
The participants strongly affirmed the principles that: (1)
parents and students are primarily responsible for meeting
college costs; (2) need analysis systems should result in
vertical and horizontal equity for aid applicants; (3) need
analysis should not attempt to measure willingness to pay, it
should assess ability to pay; (4) computations of Expected
Parental Contributions should be independent of college costs
and the financial aid available to meet those costs; and, (5) the
results of need analysis should be considered as only
benchmarks in assessments of financial need with the final
evaluations being left to the professional judgment of financial
aid administrators.

The participants believe that the federal government’s attempts
toward simplification of the financial aid application process,
along with the Federal Methodology that accompanies it, have
resulted in serious inequities in the treatment of applicants.
They think that using the Simple Needs Test and the
Automatic Zero EFC, without benefit of family asset dats,
leads to inequities in calculating EFCs. They believe that the
Federal Methodology only assesses program eligibility, not the
ability to pay for college, and that equity has been sacrificed
to efficiency, consistency, and simplicity in handling
applications for financial aid.

They generally agreed that having a good single need analysis
methodology is an important goal. But establishing a single
methodology is a hard goal to achieve, because of
Congressional control of the Federal Methodology--and
because there are so many demands on aid administrators to
use need analysis to achieve institutional goals.

Participants said the profession needs to distinguish between
methodologies designed to establish eligibility for o<sistance
and ration limited funds and those designed to establish a
standard of ability to pay and then use these distinctions in
discussions of "need analysis" reform. In the Forum
discussions, these two matters were sometimes confused, or
treated as identical phenomena.

Participants agreed that more information about how need
analysis works is needed by high school guidance counselors
and family financial advisors, so they can help parents and
students to better plan to save and meet college costs. The
participants said that financial aid administrators need more
information and training on economic theories underlying need
analysis so they will know more about how and why
modifications to a methodology produce certain effects. Better
understanding of the theories will help aid administrators to
better cooperate to improve the methodologies.

Participants also said that aid administrators needed to know
more about the role of valid students budgets in need analysis,
and how to construct them.

Participants agreed that need analysis should encourage, or at
least not discourage, saving for college costs. They suggested
that putting an Education Savings Protection Allowance in the
formulas would help. Many participants saw the treatment of
student earnings as discouraging all work efforts, especially
for the single independent student with no dependents. Many
aid administrators said they believe there should be a
minimum self-help contribution for students, to reinforce the
principle that all students should contribute something toward
their education. However, they also said that adjustments to
that “"standard” should be made for contributions from
dependent students from low-income families, whose earnings
are often used to help support their families.

Participants were very dissatisfied with using Adjusted Gross
Income as defined by the federal tax laws to determine
applicant earnings under the FM. They agreed that resources
in tuition prepayment plans should be treated as parent or
student assets, rather than direct offsets to demonstrated need.

Consensus was less form in other areas. Participants held
several different views on which parents in nontraditional
families are responsible for the education of the dependent
child and on how to assess ability to pay in those
circumstances. The treatment of assets was discussed at
length. Participants recognized that between two families with
identical incomes the one that owns a home is better off than
the one that is renting. However, they could not agree on
satisfactory and equitable ways of assessing this wealth.

For a copy of the complete report, call the NASFAA at
202/785-0453.

134
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Private wealth . . . . . . Public poverty

Tax Effort in the United States

Social investment requires social Total Tax Revenue
resources, or taxes extracted from

o as a Percent of Gross Domestic Product
' 1992

By almost any measure, the United
States is the tax haven of the industnal

are the federal investments in
education, including the Department of
Education, and many programs that
make socially valuable investments in
the neediest among us.

Here we look at the question of tax
effort, or burden, depending on one's
perspective, in the United States from
international and time-series
perspectives. These data portray a
history of earnest governmental effort

Q

world. Americans paid a smaller Sweden 50
share of Gross Domestic Product to Denmark } 49.3
their federal, state and local Luxembourg 48.4
governments than all but two of the Finland 47
twenty-four member countries of the
Organization for Economic Netherlands 46.9
Cooperation and Development Norway 46.6
(OECD}) in 1992, Belgium 454
Also, by almost any ure. th France 436

, almo measure the .
United States faces substantially more Austria 43.5
serious domestic problems than any Italy 1 42.4
other industrialized country. These Greece il 40.5
problems include crime, increasing Germany 39.8
incarceration, growing child poverty, Ireland 6.6
widening income inequality, and
declining real incomes and the Canada 36.5
lifestyles they support and choices they New Zealand 35.9
enable. Spain 35.8

) ] United Kingdom 35.2
Against ' this background, t}'xc lceland 33.4
Congressional leadership elected in
1994 perceives an electoral mandate to Portugal 3
reduce or eliminate social investments Switzerland 32
through programs that address these Japan 20.4
problems. In addition, Congressional United States 29.4
leadership proposes to reduce taxes, . i
particularlypfo;:othe affluent, and to Australia ' 28.5
increase spending for defense. Among Turkey NESG—SSCENN 3.1
_the many domestic programs slated for - t ' Cohme ot !
reduction or elimination by Congress 0 10 20 30 40 50 60

Taxes Percent of Gross Domestic Product

Source Orgamzetion for Economic Cooperstion and Deselopment (OECD}

to control the bite of taxes in the of taxes in the economy of the United
United States. States.

Against the backdrop of perilous social
and economic issues in the United
States, and current Congressional
efforts to control spending through
reductions in socially productive
investments, we look here at the role

The Data

The international and time-series data
on tax revenues and gross domestic
product presented here were published
by the Organization for Economic

EIES N
134
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Cooperation and Development
(OECD), a Paris-based international
organization created in 1960 to
promote international economic
development with a significant
research-information mission.

Organisation for Economic Co-
operation and Development. (1964.)
Revenue Statistics of OECD Member
Countries, 1965-1993. Paris, France.

Other data were prepared by the
Bureau of Economic Analysis at the
Department of Commerce. These data
and a great deal more have been
neatly consolidated by the Tax
Foundation of Washington, D.C.
(Their 1995 edition will be available in
September.) Tax revenues include all
levels of government in each country.

Edwards, C. R., ed. (1994.) Facts
and Figures on Government Finance,
1994 Edition. Washington, D.C.:
Tax Foundation.

International Comparisons

The first chart in this analysis
summarizes total government tax
receipts as a percentage of Gross
Domestic Product (GDP) in the 24
member countries reported by the
Organization for Economic
Cooperation and Development
(OECD). In 1992, the most recent
data available (except as noted)
indicated that in the United States total
tax receipts were 29.4 percent of
GDP. Among the 24 OECD
countries, tax receipts ranged from
23.1 to 50.0 percent of GDP. The
United States ranked 21st among the
24 OECD countries.

Between 1980 and 1992,  the
proportion of GDP going to
government through tax receipts

increased in 22 of the 24 OECD
countrics. Total tax receipts as a

Q

Change in Total Tax Receipts
as a Percent of Gross Domestic Product
1980 to 1992

Italy

Spain
Greece |
Finland 1
Turkey
Canada T
Portugal 71
Japan
Denmark
Iceland
New Zealand 1
Ireland T
Luxembourg
Austria 1
Netherlands 1
France
Germany
Sweden
Switzerland
Belgium
Australia
United States
United Kingdom -1
Norway -5

l 12.2
11.7

S -4

6 8 10 12 14

Change in Taxes as Percent of Gross Domestic Product

Source: Organization for Economic Cooperstion and Development (OECD)

percent of GDP increased by from 0.1
to 12.2 percentage points in these 22
countries, with the largest increases
occurring in Spain, Turkey, Greece,
Italy and Portugal. Only in Norway
and the United Kingdom did the tax
bite drop, by 0.5 percent from 47.1 to
46.7 percent in Norway, and by 0.1
percent from 35.3 to 35.2 percent in
the UK. In the United States, the tax
share of GDP increased by 0.1
percent, from 29.3 to 29.4 percent.

The OECD categorizes government

130

tax revenues into five main areas.
These taxes, and the proportions of
total tax revenues provided by each in
1992 were as follows:

Income and profits 37.0%
Social security 25.0%
Payroll 0.9%
Goods and services 30.3%
Property 5.5%
Other 1.3%

The seven largest economies in the
OECD are the Vnited States, Japan,
Germany, France, Italy, United

@
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Total Tax Revenue as Percent of Gross Domestic Product
1965 to 1992
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Kingdom, and Canada. Expressed as
a proportion of GDP, taxes on
corporate income ranks the United
States fourth among these seven
countries. The United States ranks
fifth among the seven in taxes on
personal income, social security, and
property, and sixth among the seven in
taxes on goods and services.

‘Trends in Tax Revenues in the

United States

Government revenues include taxes,
Q

fees, utility revenue and insurance
trust revenue. In 1991 taxes provided
55.0 percent of government revenue in
the United States, down from 73.9
percent in 1960. As the share of
government revenues from taxes has
declined, the shares provided by non-
tax general revenue and insurance trust
revenue have increased significantly
over the last three decades.

Looking at taxes alone, the major
sources of tax revenue for government
are individual income taxes (49.5

13+

percent of all taxes), sales and customs
{20.9 percent), property taxes (14.4
percent) and corporate income (10.4
percent). These taxes are particularly
important for this analysis as they
provide nearly all of the funds
appropriated annually for the general

activities and operations of
government including investments in
the higher educations of the
population.

Since 1969, the total of taxes as a
percent of GDP collected by the
federal, state and local governments of
the United States have fluctuated
within a very narrow band. In 1969
the tax bite was 29.2 percent. By
1992 it was 29.4 percent. Between
1969 and 1992 the range was from
27.7 percent (1971) to 29.9 percent
(1987). In contrast, among the OECD
countries tax receipts as a percent of
GDP rose from 29.2 percent in 1969
to 38.8 percent by 1992. While the
United States was constraining tax
growth, in the rest of the industrial
world taxes constituted a steadily
growing share of domestic economic
activity.

Government
Expenditures

Revenues versus

Constraining tax growth does not
equate with constraining government
expenditures.  Through 1979 the
expenditures of federal, state and local
governments remaine ' in approximate
balance with revenues. State and local
governmenis consistently ran
cumulative surpluses, while the federal
government tended to overspend by
three to 15 percent of revenues and
occasionally ran surpluses.

Beginning in 1980 at the federal level
expenditures continued to grow while
revenues stabilized or even shrank.
Between 1979 and 1992, federal
government expenditures increased
from 20.9 to 23.4 percent of GDP,
while federal government revenues
decreased from 20.3 to 19.9 percent
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of GDP. The difference is the annual
deficit in the federal budget, and it
increased from 0.6 percent of GDP in
1979 to a peak of 4.7 percent of GDP
in 1986 and has since shrunk
somewhat to 3.5 percent of GDP by
1992.

The accumulation of these annual
deficits in the federal budget is the
national debt. Between 1979 and
1991, the federal government’s gross
debt had increased from $834 billion
(34.3 percent of GDP) to $3683
billion (64.9 percent of GDP). State
and local governments were increasing
their indebtedness during this period
also, so that by the end of the 1991
federal fiscal year government debt
had increased from 46.8 to 81.1
percent of Gross Domestic Product.

By at least one international
comparison, government debt levels in
the United States are not particularly
high. But in an otherwise balanced
federal budget today, interest
payments on the budget deficits
accumulated since 1979 now produce
on their own an annual budget deficit
in excess of $200 billion per year.

Tax and Spending Issues

The extraordinarily low level of
federal, state and local taxes paid by
Americans would by itself limit social
investments. However, several
peculiarities of the United States
further restrict resources for social
investment. These include historical
budget commitments, such as national
defense, and emerging commitments,
such as interest payments on
accumulated budget deficits,
corrections expansion and health care.

Military expenditures consume a larger
share of GDP in the United States than
they do in the other six largest
economies among OECD countries.
In the United States, military
expenditures absorbed 4.9 percent of
\)GDP in 1991, compared to 1.0

Total Expenditures and Receipts of
Federal, State and Local Governments
as a Percent of Gross Domestic Product
1970 to 1993
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percent in Japan, 2.5 percent in West Japan, 8.5 percent in Germany and

Germany, and 4.3 percent in the

United

commitment to military expenditures
has declined sharply from 6.6 percent

in the
draw

investment than in any of the largest
industrial economies of the West.

Health care expenditures consumed
13.4 percent of GDP in the US in

1991,

6.6 percent in the UK. Among the
seven largest economies in the OECD
group, the share provided by
government is about average at 5.9
percent, with non-government sources
in the US paying several times what
non-government sources in any other
country provide for health. The health
care issue is cost control: total
expenditures for health have grown
from 9.2 percent in 1980 to 12.4
percent by 1990 and 13.4 percent by

Kingdom. The US

mid 1980s, but continues to

more heavily from social

compared to 6.8 percent in
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Change in Expenditure Shares of General Budget Categories

of Federal, State and Local Goverments
1980 to 1991
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1991. Health care is crowding out
other social investments in both the
private and public economy.

In federal, state and local government
expenditures, shifts have occurred
between 1980 and 1991. These shifts
reflect expressed or implied priorities
of governments in the United States
through their allocations and
reallocations of resources available to
government, both taxes and
borrowing.

Q

® Over about the last decade, the
budget categories that gained
budget share were interest on debt,
other general governmental
expenditures and corrections.

® During this period, the budget
categories that lost budget shares
were natural resources, education,
highways,  veterans’  services,
hospitals, national defense, and
public welfare.

In effect the political processes that

i3v

decide not only levels of taxation but
how government revenues are to be
allocated appear to have decided to
borrow or reallocate funds toward
debt, general government and
corrections (and related increases in
Judicial/legal and police costs), at the
expense of natural resources,
education, highways and the other
budget categories that lost shares of
expenditures between 1980 and 1991.
So much for the future.

Changes in Federal Individual
Income Tax Rates

Presidential candidate Reagan
promised federal income tax cuts if
elected, and he delivered on that
promise. Between 1970 and 1990, the
proportion of total income paid in
federai individual income taxes was as
follows:

1970 10.87%
1975 11.06%
1980 12.97%
1985 11.90%
1990 11.27%

The reduction in federal individual
income tax rates after 1980 reduced
annual federal revenues by about $60
billion in 1990. That is, instead of the
$386 actually collected, the federal
government could have collected $446
billion at 1980 rates, or about 15
percent more than it did. Since these
funds were required for current
government expenditures, the
reduction in taxes meant that this
much more kad to be borrowed from
the future to meet current operating
and appropriations obligations.

Of course the reduction in federal
income taxes between 1980 and 1990
was not shared equally across levels of
family income--neither the tax rates
nor the political system work that
way. As one would expect those that
have the most money received the
greatest benefit from the tax recuction,
and those that pay the least received
the least benefit. Thus those that have
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the highest income borrowed disproportionately from the
future to finance their reduction in current federal
individual income taxes.

Summary and Conclusions

There is no escaping the conclusion that Americans do
not like to pay taxes. For the last twenty-five years,
unlike the rest of the western industrial world, American
government has held the cumulative bite from federal.
state and local taxes about constant as a proportion of
Gross Domestic Product. By 1992 the cumulative tax
bite out of the domestic economy ranked the United
States twenty-second out of twenty-four countries for
which OECD reports data.

Despite constraining taxes, spending was allowed to
increase, primarily at the federal ievel, financed through
issuance of debt. As a result the cumulative
indebtedness of federal, state and local governments
grew from $1.1 trillion in 1979 to $4.6 trillion by 1991.
In the 1990s the federal government has added over
$200 billion each year to total indebtedness.

As debt has accumulated, so too has the cost ot - -yicing
that debt. The share of federal, state anu ~cal
government expenditures for interest on general debt
increased from 10.5 to 13.7 percent of all government
expenditures between 1980 and 1991. This was a
greater rate of growth than any of the other 24
expenditure categories tabulated in the National Income
and Product Accounts of the United States. This growth
increased all government expenditures for interest on
debt from $189 billion to $247 billion, or by $58 billion
in 1991, over debt service's share of government
expenditures in 1980.

Another growth category is general government
expeudiwres--a box of unknowns. This is the second
largest growth category, from 6.5 to 8.0 percent of all
government expenditures between 1980 and 1991. This
added $27 billion to 1991 government expenditures.

The third growth area is corrections. Along with growth
in government budgets for judicial/legal and police
functions, expenditures to maintain civil order increased
from 3.5 to 4.5 percent of federal, state and local
governments between 1980 and 1991. This added $18
billion of expenditures in 1991 compared to 1980.

Q

Within a stable government share of GDP, when one
part of the budget increases, other parts of the budget
must take reductions. Here there are many losers.
Chief among these are natural resources, education and
highways. By 1991 $31 billion had been taken out of
government budget shares for aatural resources, $29
billion from education, $20 billion from highways, etc.

Americans chose to spend more through government
than they took in during the 1980s and 1990s. The new
Congress has decided to change this, not by increasing
taxes but rather by reducing expenditures.

Because some parts of the budget will increase in share--
e.g., debt servicing and corrections--reductions in federal
government expenditures in other areas will be required.
If past is prologue, then natural resources, education and
highways will absorb larger budget reduction shares than
will other parts of government budgets.

In this fiscal climate, social uvestments to relieve
destructive economic and social processes will be
extraordinarily hard to come by. Social resources will
be available to put ever more American men behind
bars, but not to correct the conditions that lead to
criminal behavior. By one recent projection, if the
incarceration trends of the last twenty years continue into
the future, every black person in the United States will
be behind bars by the year 2066, and all remaining
Americans will join them there by the year 2096.

Social resources available for social investments like
education that provide socially productive returns will
continue to be squeezed out by unproductive obligations
like debt service. corrections and welfare for a growing
population of poor. The accumulated social problems
cannot be wished away by ideology, as some in
Congress appear to believe.

Ultimately, Americans will get what they pay for.
Unwilling to tax themselves to pay ‘e costs of
government they borrow instead. As the cost of serving
debt increases, other social investments are further
crowded out of already tight budgets.

The missed investment opportunities will incur costs of
another sort, one that Americans seem willing to pay.
These costs include more welfare and crime, more
prisuns, greater inequality of income, wealth and
opportunity. So much for the opportunity agenda.
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Across much of the world today there is an evident will to
pursue the path of progress that has been pioneered in the
United States of America. As an American, I am well aware
that there is much to admire about my own country and its
achievements. But I also know that there is much that is not
worthy of emulation.

In particular, I do not think any country would wish to
emulate the way that America, as a society, is treating its
children. One in five of those children is today living in
poverty. Eight million of those children lack health children.
Three of every 10 are born into a single-parent family. About
3 million a year are reported to be neglected, or physically or
sexually abused - triple the number in 1980.

‘ These rising indicators of social distress are now accompanied
by an unprecedented upsurge in violence by and against
children and young people. The overall murder rate of young
people is seven times higher than in any Western European
country. Every two days, the equivalent of a whole classroom
full of young children dics by the bullet.

Violence by young people is rising equally stéeply. Arrests of
Jjuveniles for murder and non-negligent manslaughter doubled
in the 1980s.

Such trends cannot, of course, continue. For they are
carrying America to the brink of social and economic
disintegration.

No longer are the problems of endemic poverty, joblessness,
family disintegration, domestic violence, racial intolerance,
teenage pregnancy, and drug abuse just problems that happen
to other people. Today, almost everyone is affected. Even a
white middle-class child knows that we are a nation in crisis.
We have lost the feeling that the gencrations of Americans
have always held dear-that the future will be a bright one.

The American dream is fading for too many American
children.

When we Americans ask why this is happening, in the richest
and most advantaged country on earth, many of us know that
at bottom, the fault lies in the kind of values and the kind of
progress we have been pursuing.
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This is not who we are

by Marian Wright Edelman

Marian Wright Edelman is the President of the Children’s Defense Fund, based in Washington, D.C. She began her work for
children in the mid-1960s with the NAACP Defense and Educational Fund, a civil rights group. Since founding the Children’s
Defense Fund in 1973, she has achieved wide recognition.as a spokesperson on behalf of American children and families. This
essay appeared in The Progress of Nations, 1994, United Nations Children’s Fund, New York.

We know that we have oversold ourselves and our young
people on one dominant aspect of our culture-its material
success. By advertising and by example, we have
communicated to our young people that to be admired and
respected they must have particular and ever-changing
possessions and lifestyles. Yet at the same time as parading
before them these material definitions of success, we have
denied to too many the legitimate means of achieving them-the
education, the skills, the jobs and the opportunities.

~ As a result, many millions of our young people feel that they

have no economic and social place in our society, that they
have little to respect in themselves or to be respected for by
others. And from this point of alienation and frustration, the
path to drugs, alcohol abuse, crime, violence, and prison is
ever open.

In the last decade, these tensions have been heightened by
policies that have depended the divide between the rich and the
poor and further exalted the material definition of success and
purpose. Since 1980, the poor in America have seen their real
incomes fall substantially. Safety nets have been dismantled,
and an underclass has been created, white as well as black, so
that there are today approximately S million more American
children living in poverty than there were in 1973.

No civilized society, no democracy, no capitalism, can survive
long under the strains arising from the frustrations, injustices,
divisions and inequalities that we have created.

Under pressure from all of these forces, we are witnessing a
breakdown in American values, in our common sense and
community responsibility, and especially in our responsibility
to protect and nurture our children. We are losing our sense
of meaning, failing to find our sense of purpose in family, or
community life, or in faith. We are dying spiritually. That
is why the dream is fading. That is what is tearing the heart
out of America today. And somehow we must find a way to
teach our children that there is something better. We must cry
out to them that this 1s not who we are.

If we are to pull back from the brink, then we need to
acknowledge that the epidemic of violence and social
disintegration that threatens to overwhelm our society is the
result of policies that have favoured the rich over the poor,
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and material vaiues over human and spiritual values. Above
all, we need to acknowledge that what we are now seeing is

the result of years of neglect and lack of investment in our
children.

To reverse the decline, we must first of all create jobs.

There is plenty of work to be done if we are to meet human
needs, extend community programmes, and improve our social
and physical environment. And there are many who need that
work to enable them to earn a livelihood, to take back their
dignity, and to fulfil their responsibilities as parents.

As well as jobs that are created by economic growth, we need
to create at least a million new jobs targeted primarily to
young people in poor and rural and inner-city areas. We must
also build on the many, many good examples of educational
initiatives that work, of community outreach projects, of
programmes to prevent teen pregnancy,-of efforts which offer
skills and opportunities and hope. And we must build on them
not here and there, piecemeal, but on a national scale.

To do this, we will have to refute the argument that
government cannot afford to make such investments.

What we cannot afford to spend is $274 billion a year on
external defence when the real enemy is within. What we
cannot afford is $6 billion for a new Sea Wolf submarine, and
$25 billion for a new F-22 fighter, while denying our children
decent health, education, opportunity, and hope. If we are to
keep the dream alive, if we are to offer hope and self-respect
to our young people,then we have no greater priority than
renewing investment in jobs, in health, in education, in our
children’s and our nation’s future. ’

Today, with new national leadership, a beginning has been
made. We have the Family and Medical Leave Act, an
expanded Eamed Income Tax Credit to help lower-income
working families, a Hunger Relief Act, and a $1 billion
Family Preservation Programme.

But no President can do this job alone. No Congress can do
it alone. We must also confront the problem of child neglect
in our homes, in our families, in our communities, and in our
justice system. This has to be the responsibility of every
family, every community, every faith, every neighbourhood,
every American.

Every one of us is responsible. It is time to begin salvaging
our ideals.
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The question . . . . . . many women ponder

What’s Wrong with the Guys?

By so very many measures, higher .
educational opportunity for American Four Year College Attainment Rate
women in the post World War Il era is by Gender Ages 25 to 29 Years

a record of astonishing success: 1940 to 1994
® Women have been graduating from

high school at higher rates than G o e e e e e
men since 1976, and the gap is
growing.

® Women high school graduates have
been continuing their educations
after high school at greater rates
than men since 1988, and the gap
is growing.

'0 Women who enter college still
graduate with bachelors degrees at
lower rates than men, but the gap
is closing. By 1992 the gap closed
briefly. Women who start college
will probably surpass men in
bachelor’s  degree  completion
before the end of the 1990s.

® The product of high school
graduation rates, college
continuation rates and college
completion rates is the college
attainment rate shown to the right.
That rate for women ages 25 to 29
surpassed the rate for men in 1991
and the g “p is widening.

-TTTTTTY

29

Male ;
20 -

Female

\

Percent Completing Four Years of College

This record of success for women 3
raises the question: What is wrong
with the guys? Why have high school
graduation and college continuation
rates for men fallen so far behind
those of women? When the labor 0 Lo
market offers such rich rewards for the 1940 1950 1960 1970 1980 1990
college  educated--both  men and
women--why  have  only  women These questions  have the most men and women have had gender-
‘respmuled? Why do women seck the profound implications for the nature of specific roles, perspectives, interests,
higher living standards that follow the labor force, for our political life, and where these differences are
from becoming higher educated while for family life, for virtually every exercised based on educational
men pass on the opportunity? aspect of the human condition where attainment.  For example, as earmngs
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roles change in families--as men eam
less and women earn more--one might
reasonably expect expenditure patterns
based on preferences to shift as well.

What our data suggest is that the
failure of men to rise to the challenge
to increase greatly their educational
attainment, at the same time that
women have moved right on past men
in their own pursuit of education, has,
1s and will continue to alter nearly
every aspect of our economic, social,
political and family lives.

Here we ponder not the success of
women in their pursuit of education,
but the failure of men to increase their
educations commensurate with the
increasing educational requirements of
the labor force. This analysis offers
more questions than answers. It
highlights the different worlds in
which women and men operate: the
Venusians  are  clearly  succeeding
where the Martians have stumbled.

The Data

This analysis is structured around
demographic data from the Census
Bureau that describe the flow of males
and females through the educational
system. This flow is described at
three stages:
® High school graduation,
® College participation for those who
graduate from high school, and
® College completion for those who
enter college.
The product of these stages is the
proportion of the population that has
completed four years or more of
college  or earncd at  least a
baccalaurcate degree.  The four-year
college attainment rate for males and
females for the years between 1940
and 1994 is shown in the chart on the
previous page.
The source of data used ta this
analysts is the Census Bureau's
Current  Population Survey.  Data
collected in this survey are published

primarily by the Census Bureau in the
P-20 series of Current Population
Rep:orts. One of these annual reports
is based on data collected in the
October Current Population Survey.

Bruno, R. R., and Adams, A. School
Enrollment-Social and  Economic
Characteristics of Students: October
1993.  U.S. Bureau of the Census,
Current Population Reports, P20-479,
U.S. Government Printing Office,
Washington, D.C., 1994.

The other annual report is based on
data collected in the March Current
Population Survey.

Kominski, R., and Adams, A.
Educational Artainment in the United
States* March 1993 and 1992. U.S.
Bureau of the Census, Current
Population Reports, P20-476, U.S.
Government Printing  Office,
Washington, D.C., 1994.

Census Bureau staff have shared pre
release data from the March 1994 CPS
of educational attainment. Because
this brings our time series up to date,
we are grateful for their favor.

One special note here on important
changes in Census Bureau data
reporting and definition. In 1992 the
Census Bureau changed the definition
of "some college.” Prior to 1992
students who did not complete a full
year of college were not counted as
having entered college. Beginning in
1992, these are counted among those
with some college but no degree.
This change affects--significantly--our
time-series description of four-year
college completion rates later in this
report.

The second change 1s in  the
measurement of educational
attainment. Prior to 1992 educational
attainment was measured in years of
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schooling completed. Beginning in
1992 data on educational attainment is
measured as highest degree completed.
Thus, a student who in the past had
completed four years of college was
assumed to have completed a
bachelor’s degree. But indeed that
student may not have yet earned the
degree. Other surveys of time-to-
degree by the National Center for
Education Statistics indicate that now
only about 65 percent of bachelor’s
degrees are earned in four years.

We applaud the Census Bureau's
change in definition of educational
attainment. However, we wish that
they had implemented this definition
decades earlier.

In addition we supplement this
demographic data with data that
“further describe important aspects of

‘each of these stages.

High School Graduation

The first of the three hurdles along the
path to a baccalaureate degree is high
school graduation. This hurdle cuts
many out of the race, and affects those
from different demographic groups
differently.  Since the mid 1970s,
women have passed this hurdle more
successfully than have men.

The chart on the right shows high
school dropout rates for males and
females between the ages of 16 and 24
years. All states require children to
be enrolled in school at least through
age 16 (32 states require enrollment
through 16 and 9 each require it
through 17 and 18 years). Beginning
at age 16 serious hemorrhaging in
school enrollments begins  and
continues until the last few doctorates
are finally awarded at the end of the
formal educational path.

Between 1967 and 1975 the high
school dropout rate for females
exceeded the rate for males. Then,

between 1976 and 1981 the male
Q

High School Dropout Rate Among
Males and Females 16 to 24 Years Old
1967 to 1993

18 ],A,,_,..‘ P fem o cm— v emem s

16

14

High School Dropout Percent

12

|

|

|

|
10

S T T TN SRR SRR S

1967 1969 1971 1973 1975 1877 1979 1981 1883 1985 1987 1988 1991 1993

dropout rate increased while the
female rate continued to decline.
Males in this age range have never
since caught up with the advantage
gained by women during this era of
young male irresponsibility following
the end of the Vietnam War and the
ending of military conscription.

We have examined high school
graduation rates for males and females
by race and ethnicity for 1994. The
data are presented in the chart on the
following page.

Here we divide the population of 18 to
24 year olds into four distinct, non-
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overlapping groups: mnon-Hispanic
whites which we call Anglos, non-
Hispanic blacks, blacks, and those of
other race which are mainly Asian but
also include American Indians. High
school graduation rates were highest
for Anglos, somewhat lower for other
race and blacks, and notably lower for
Hispanics.

In 1994 females ages 20 to 24 were
slightly more likely than males to be
high school graduates. Females had
slightly higher high school graduation
rates than males among Anglos,
Hispanics and those of other race.
Among blacks, males held an almost
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High School Graduation by Gender
and Race/Ethnicity Among Those ages 20 to 24 Years
1994

Anglos
Other Race
Black

Hispanic
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imperceptibly small advantage over
females.

The great separation in educational
attainment hetween men and women
does not appear from these data to
begin to any significant degree at the
first hurdle along the path of
educational attainment. Women do
graduate from high school at greater
rates than do mien, but the differences
are tiny compared what comes next,

College Participation

The rate at which high school

graduates enroll in college is the
college participation rate. Here we
examine a subset of college
participation, namely the rate at which
recent high school graduates continue

their studies in college the following
fall.

Previous studies have found that those
most likely to earn a bachelor’s degree
from college are those who pursue
their higher educations immediately
after high school. These studies also
find that enrolling full-time on a four-
year college campus adds to chances
for earning the bachelor’s degree.
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These data are collected in the Current
Population Survey and have been
published for the last twenty-five years
by the Bureau of Labor Statistics.
The college continuation rate is college
freshmen enrolled in October who
graduated from high school anytime
during the previous academic year.

The first chart on the next page shows
the college continuation rate for male
and female high school graduates from
1959 through 1994.

® Between 1959 and 1964 the college
continuation rate for males
increased by 6.4 percent, from
54.2 to 60.6 percent. The 1994
rate, however, is still below the
peak of 63.2 percent reached in
1968 during the Vietnam War.

® Between 1959 and 1964 the college
continuation rate for females
increased by 24.6 percent, from
38.6 to 63.2 percent. The increase
in the college continuation rate for
females was nearly four times
greater than that for males during
this period. The 1994 rate for
females is down from the peak of
67.1 percent reached in 1991.

The erosion of the large advantage
male high school graduates once held
over females in college continuation is
illustrated in the second chart on the
following page.  This area chart
simply plots the difference between the
male and female college continuation
rates from the chart above it over the
time period shown.

® During the 1960s the college
continuation rate for males
exceeded the rate for females by 10
to 16 percent,

® Between 1969 and 1976 the gap
suddenly narrowed.

® Between 1976 and 1987 the gap
was essentially closed,

® Between 1988 and 1994 the college
continuation rate for male high
school graduates has fallen about 5
-percent below the rate for women.
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We have further examined differences College Continl}ation Rates by Gender
between male and female college for Recent High School Graduates
participation rates by race/ethnicity. 1959 to 1994

Again we have used the four distinct 70 - ' T T T mmmm e e e
population groups used for the high

school graduation rate analysis:
Anglos, blacks, Hispanics and other 85 /\/\

race.

The results are shown in the chart on 60
the following page. College
participation rates among 20 to 24
year olds are highest among the other
race category, lower for Anglos, and
lowest and about equal for blacks and
Hispanics.

By gender college participation rates
are nearly identical for the other race
(mainly Asian) category. Both male 45
and female high school graduates
enroll in college at nearly 74 percent.

College Continuation Rate

Females

The above pattern, however, does not
hold for other racial/ethnic groups: |

female high school graduates between 360 e
20 and 24 years are considerably more 1959

likely than males to enroll in college. . . . .
° A):nong Anglos,  the collige Difference in College Continuation Rates

continuation rate for females is Between Males and Females for Recent High School Graduates
about 5 percent greater than the 1959 to 1994
rate for males. - 20 ¢ : - o

® Among blacks the rate for females
exceeds the rate for males by
nearly 8 percent.

® Among Hispanics the rate for
females exceeds the rate for males
by more than 8 percent.
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At the second hurdle along the path to

a baccalaureate degree, women start to
move ahead of n.ecn. This is less true
for women of other race where both
high school graduation rates and
college participation rates are quite
similar for men and women. But it is
certainly true for Anglo, black and | '
Hispanic women who graduated from ‘ '
high school at similar rates but

‘ continued their educations in college at -5
dissinular rates.

Male Rate less Female Rate
o
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College Participation by Gender and Race/Ethnicity
20 to 24 Year Old High School Graduates
1994

Other Race .

Anglo 19

Black —

Hispanic
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College Participation Rate

College Completion

The third hurdle is persistence through
collegiate study to degree completion.
For our purposes here we mean
baccalaurcate degree attainment.

As noted earlier, measurement issucs
influence our interpretation of trends,
but only slightly. Thus, in the top
chart on the right page we have
broken the lines plotting four-year
college completion rates for males and
females to denote the differences in
definitions. More about this later.
Q
ERIC

IToxt Provided by ERI

As the top chart on the right page
shows, four-year college completion
rates among persons 25 to 29 years of
age have tended to meander downward
since the 1960s for males and upwards
for females.

Among 25 to 29 year old males with
some college, the proportion having
completed four years or more by ages
25 to 29 has declined slightly from
about 55 percent in the 1960s to about
51 percent in the late 1970s, then
upwaid slightly to ahout 54 percent by
the late 1980s.

14y

Since 1990 the four year college
completion rate has been declining.
Part of this decline is attributable to
the changing definitions for some
college and baccalaureate degree
completion employed by the Census
Bureau beginning in 1992. However,
separate from these definitional
changes, male four year coliege
completion appears to be dropping
sharply in the 1990s.

For 25 to 29 year old females, four
year college completion rates appear to
have tended upward between the mid
1960s and about 1990. From 45
percent of those with some college
completing four years in the mid
1960s, the rate for women increased
to more than 50 percent by the late
1970s, dipped below 50 percent in the
early 1980s, and then rose above 50
percent by the late 1980s.

In the 1990s, the baccalaureate degree
completion rate for women between 25
and 29 years appears to be dropping
even more sharply than it is for men.
Because of the recent changes in
Census Bureau definitions for both the
numerator and denominator of these
rates, we are reluctant to attach too
much meaning to them at this time.
However, these data raise a waming
flag about baccalaureate degree
completion in the 1990s that deserves
careful monitoring.  Baccalaureate
degree completion appears to be in
trouble, and given the age of the
cohort (25 to 29 years), this could be
reflecting  problems in  student
persistence that began in the late
1980s.

We have also examined baccalaureate
degree completion for those 25 to 29
years old by gender and our four
racial/ethnic groups for 1994. The
results vary by group.

Among Anglos (non-Hispanic whites)
males were somewhat more likely than
females to complete their
baccalaureate studies, 49 to 46
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percent. The Anglos, however, were
unique in this respect.

Among those of other race, mainly
Asians, females were considerably
more likely than males to have earned
a bachelor’s degree, 60 to 50 percent.
Baccalaureate degree completion rates
for other race males were similar to
those for Anglo males, but very large
differences existed between other race
and Anglo females that had entered
college.

Among both blacks and Hispanics,
baccalaureate degree completion rates
for women were well above those for
males. Among blacks women had
completion rates that were about 7
percent above men. Among Hispanics
women had completion rates that were
about § percent above those for males.

Among all minority groups--other
race, blacks and Hispanics--college
completion rates appear to be special
problems.

Bachelor’s Degree Attainment

Those that make first the high school
graduation hurdle, then the college
participation hurdle, and finally the
four year college completion hurdle
end up with a bachelor’s degree.

The proportion of the population of
men and women age 25 to 29 with at
least the bachelor’s degree is shown in
the chart on the first page of this issue
of OPPORTUNITY. In 1994 23.3
percent of the population in this age
range had received at least a
bachelor's degree from college. For
males the proportion was 22.5
percent, and for females 24.0 percent
had at least the four year degree.

Between 1940 and the mid 1970s, the

four year college attainment rate

increased for both men and women.

The rate for men appears to have

received a particularly large boost in

the early 1950s when males educated
Q

60

85

50

45

Four Year College Comnpletion Rate

40

Four Year College Completion Rates
by Gender for Persons Age 25 to 29 Years
1964 to 1994

Female

Lk SR ST ST S I S SR Y el e

B T e B e e e

1879 1984

L R

1989

P e

1964 1884

1869 1874

Difference in Four Year College Completion Rates

between Males and Females for Persons Age 25 to 29 Years

12

107

Q
-
«
=]
Q
=
E
o
[
]
n
o
—
o
3
v
=
o
=
-2

1964 to 1994

e =

+ e 4

1964

PR R e S L B

f?d 1974

+ + + 4 1

1879

L +

1884

[ A I

1889 1894




Page 8 Postsecondary Education OPPORTUNITY

September 1995 .

: attainment data by race/ethnicity in
Baccalaureate College Completion by Gender addition to gender. While space

and Race/Ethnicity Among Those Ages 25 to 29 Years precludes us from printing the chart
1994 containing these data, this chart is

Other Race
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Baccalaureate Degree Completion Rate

under the Gl Bill graduated from
college and entered the workforce.
The rate for men appears to have
received  another particularly large
boost in the 1970s and early 1980«
during the Vietnam War when
deferment from military conscription
was offered males that were enrolled
in college on a full-time basis. Many
thousands of men responded to this
incentive to complete high school and
pursue collegiate study on a full-time
basts.

Since 1976, however, four year
college attainment rates have been on

the decline for males. Between 1976
and 1994, while the four year college
attainment rate for men was
decreasing by 5 percent (from 27.5 to
22.5 percent), the four year college
attainment rate for women was
increasing by 3.9 percent (from 20.1
to 24.0 percent). The 1994 four year
college attainment rate for men was
the lowest it has been in the last
twenty years, since 1973 when it was
21.6 percent.  We take this as an
indication that indeed men and women
are living in different worlds.

We have cxamined bachelor's degree

147

available to subscribers on request.
These data show that the proportion of
women age 25 to 29 years with a
bachelor’'s degree exceeds the
proportion for men for each of the
four racial/ethnic groups.

This gap is widest for women of the
other race (mostly Asian) category. In
1994 36.4 percent of other race
women in this age range held a
bachelor’s degree, compared to 29.5
percent for men. This gap is created
entirely through greater four year
college completion rates because men
and women of other race both
graduate from high school and
participate in college at essentially
identical rates. Women in this group
only pull away from males at the third
hurdle--four year college completion.

Anglo women are more likely than
men to have completed & bachelor's
degree by the slimmest of margins,
27.5 to0 27.3 percent in 1994. Anglo
males graduate from high school and
complete four years of college at
greater rates than do women, but
women who graduate from high school
enroll in college at considerably
greater rates than men and thus offset
the male advantage in these areas.

Black women are more likely than
back men to gain a bachelor’s degree
by age 25 to 29 by a substantial
margin, 154 to 11.6 percent.
Although black men are likely to
graduate from high school at slightly
higher rates than black women, the
women more than make up for this
with higher college participation and
completion than black men.

Hispanic women are more likely than
men to earn a bachelor's degree by
age 25 to 29 by a small margin, 8.0 to
6.6 percent. They gain this advantage
at all three hurdles: by graduating




male population with four years or
more of college was down to 22.5
percent, or about where it was in the
early 1970s. This decline was
produced by steady deterioration in
college  completion and  erratic
fluctuation--without growth--incollege
participation,
aggravated by the vacation from
responsibility taken by males dropping
out of high school in the late 1970s.

We note that while educational
attainment for men was declining,
educational attainment for females was
advancing. Thus, one cannot attribute
the cause of male problems to
problems in the delivery of educational
opportunity through policy factors
such as funding, tuition, financial aid
or outreach efforts.

These problems were
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from high school, enrolling in college Proportion of Bachelor Degrees Awarded to Males
and completing college at greater rates 1991
than Hispanic men.
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Summary and Conclusions Japan | o
For the last twenty years, educational Switzerland 64.7
attainment through the baccalaureate
degree has been going in opposite Turkey 64.1
directions for young men and women. Germany 3618
For women the record is one of Netherlands 59.2
enormous progress over the last 55 Austria B 56.5
years. The combination of steadily
increasing high school graduation, Finland 52.6
college participation and college ireland 52.1
completion rates for women has ;
produced, by 1994, the largest [taly S 50.6
gropomon of women w1'th a bachelor’s France - 464
egree at any time in history.
United States il 46.1
A quite different and unsatisfactory _ .
record for males exists. Between the Sweden & 4.7
late 1940s and 1976, young males Denmark M - N 14 v
made simply staggering progress in _
educational attainment. The share of Australia I 44.6
the 25 to 29 year old male population Canada JEEE B 41
with a bachelor’s degree from college |
rose from 5.6 percent in 1947 to a Spain . 41.8 l
peak of 27.5 percent in 1976. Norway EREENERI 37.4
After 1976, it was mostly downhill for L‘"‘“"“ e o oo .
males. By 1994 the proportion of the 30 40 50 60 70 80

Percent Awarded to Males

Moreover,  declining  educational
attainment for males (accompanied by
advances for females) has parallels in
other areas. For the last several
decades labor force participation
(employment plus unemployment) has
declined for males while it has
increased for females.

What we do see clearly is the
powerful effect of war on male college
enrollments.  Following World War
11, educational benefits through the Gl
Bill brought many young veterans into
college who were the first in their
families to attend college. During the

unpopular Vietnam War, the option of

draft deferment for full time college
enrollment persuaded many young

14y

men to complete high school, enroll in
college and pursue full-time collegiate
study. The effects of this persuasion
were evident in  male college
graduation for several years after the
draft ended. But for more than twenty
years, males have not had the
incentive nor benefits of war to pursue
collegiate study.

This analysis raises more questions
than it answers. But if nothing else, it
suggests that some portion of our
concerns about equality of educational
opportunity for women should be
redirected to discovering and
remedying the problems of educational
opportunity for men. Something short
of war at least.
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Preliminary Report: State Appropriations
for Higher Education and Financial Aid

The National Conference of State
Legislatures has released its
preliminary report on state budget
actions in 1995 for the 1995-96 fiscal
year, now underway. The preliminary
survey results are based on reports
from 34 states. The final report is
scheduled to be released in October.

Generally, the results of the FYi996
appropriations processes in the states
are similar to those from prior years.
Increases in  higher education
appropriations were less than K-12
education appropriations increases,
and substantially less than increases
Sfor corrections and Medicaid. Locking
up an ever-growing share of the
population and paying nearly
unconstrained health care bills for the
poor continue to be favored by
governors and legislators  over
educational investments that offer
promise of reducing these kinds of
expenditures in the future.

However, the NCSL survey contained
an unpleasant surprise. Among the 34
reporting  states, general  funds
increased over expectations in FY1995
due to an expanding economy. As a
result, actual funding growthincreased
substantially over original
appropriations for corrections (by
4.0%), K-12 education (by 2.8%),
Medicaid (by 2.8%) and AFDC (by
1.0%). However, the actual funding
increase for higher education was 1.4
percent less than was originally
appropriated in the 34 states.

We add to the NCSL survey report the
results of our own flash survey of
state appropriations for student grant
programs. Our survey covers those
states with need-based undergraduate
grant programs that are larger than
about $5 million per year each.
Responses were received from 27

Q

Growth in General Fund Expenditures
FY1994 to FY1995

Corrections

Medicaid 1

K-12 Education *

Higher Education 1

AFDC

GENERAL FUND -

states, with five yet to report.
Remaining states have quite small staie
grant programs.

The NCSL Survey Data

The annual survey of state budget and
tax actions is conducted by the fiscal
program  staff of the National
Conference of State Legislatures with
the participation of the National

1

11,

7//////: Budgeted
- Actual

N2

it
()

4 ] 8 10 12

Percent Increase

Association of Legislative
Ofticers.

Fiscal

The survey is reported in two stages.
The preliminary report summarizes
reports received by the first 30 to 40
states reporting (34 this year). The‘
final report, scheduled for publication
in October, will contain data for all 50
states plus the District of Columbia
and Puerto Rico. The NCSL report
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contains information on both budget
and tax actions. Our interest here is
in the appropriated budgets for fiscal
year 1996, particularly for higher
education.

State Budget and Tax Actions 1995,
Preliminary Report. July 1995.
Denver: National Conference of State
Legislatures.

The data collected in the survey
include both approvriated and actual
expenditure increases for FY1995 over
FY1994, and appropriated expenditure
increases for FY1996 over FY1995.
For higher education and K-12
education, additional appropriations
are reported for earmarked
appropriations. For higher education
these earmarked appropriations amount
to less than 10 percent of total

’ appropriations.

FY1994 to FY1995

First we revisit fiscal year 1995
because among the 34 reporting states,
higher education had an especially
difficult year.

Original appropriations from state
general funds increased by 4.4 percent
in FY1995 over FY1994. However,
improved economic conditions in the
states and increased state tax revenues
that resulted led to supplemental
appropriations and rates of actual
expenditure growth that were greater
than original appropriations. Except
for higher education.
® General fund appropriations were
originally budgeted to increase by
4.4 percent. However, actual
expenditures increased by 6.2
percent for FY 1995 over FY 1994.
® Corrections was budgeted fora 7.1
percent increase, but ended up with
an 11.1 percent increase.
® Medicaid was budgeted for a 7.2
percent increase, but actual
expenditures increased by 10.0

Growth in General Fund Appropriations
FY1995 to FY1996

Corrections
Medicaid

K-12 Education
Higher Educ {
AFDC 1

A

GENERAL FUND

——
=

- {

9.5
54
5.1

-2 0 2

percent.

® K-12 education started out with a
4.7 percent increase, and ended up
with a 7.5 percent increase.

® Even Aid to Families with
Dependent  Children, which is
clearly ranking low in state

appropriations, ended up witha 2.8
percent increase after starting out
the fiscal year with a 1.8 percent
increase.

Higher education uniquely was cut

from its initial appropriation. Higher
education started out. with a 3.7

ioY

— 4 + 4
t + —4

4 6 8 10 12 14
Percent Increase

percent increase in appropriation, but
ended up with a 2.3 percent increase
in actual expenditures for FY1995
compared to FY1994.

FY995 to FY1996

The NCSL reports that:
State fiscal conditions as states
enter Fiscal Year 1996 are the
best they have been since the
early 1980s. Revenues for the
previous fiscal year (which for
most states ended on June 30,
1995) covered budgets and
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Changes in Shz.ares of General Funds Appropriated 21‘&1888 ,7,:;:
for Major Areas of State Spending Pennsylvania 71%

FY1995 to FY1996 Texas 6.4%

Utah 6.1%

B Vermont 5.2%

Higher education’s main competitors
for state funds continuze to be
corrections and Medicaid (heslth care
for the poor). In corrections, funding
growth was used to staff newly-
constructed and planned facilities, but
does not include capital costs for new
prisons. Four states increased state
general fund appropriations for
corrections by more than 25 percent in
FY 1996 over FY1995:

Medicaid |

Corrections

Florida 50.2%

K-12 Education i Montana 28.9%
5 Vermont 28.3%

: Mississippi 27.6%

Other states with above average
‘ increases were Utah, Minnesota,
Higher Education A Wisconsin, Ohio, Nevada, Arizona,’
Texas and Nebraska.

The other b:dget priority in the states
is Medicaid. Changes in the ways
states finance Medicaid account for
some of the observed changes between
FY1995 and FY1996. The states with
the largest Medicaid increases are:

AFDC

: A e L Mississippi 30.1%
Idaho 21.1%
-2 0 2 4 6 R 1.0 Florida 15.0%
Percent Change in Share of General Fund Appropriations Arkansas 13.5%
Texas 13.0%
supplemental  appropriations, corrections (+13.3%) and Medicaid Nebraska 12.2%
increased stare reserves to their (+9.5%). But higher education’s
highest level since 1980, and share of state general fund Tax Changes
permitted the largest tax cuts in a appropriations is projected to increase
decade. slightly, from 12.0 percent in FY 1995 States also used these relatively
to 12.1 percent in FY1996. prosperous times to reduce most taxes
The preliminary results indicate that and increase a few. Counted as
higher education’s share of state Among the 34 reporting states, the expenditures, major local property tax
budgets is likely to increase in FY 1996 states with increases in higher relief was provided by state
compared to FY1995. While total education appropriations greater than appropriations in  Utah, South
general funds appropriations increased the average for the 34 reporting states Carolina, ldaho and South Dakota
by 4.0 percent between FY 1995 and were: where state tax resources were used t('
FY1996, higher education Nevada 11.0% replace local property taxes used in K-
appropriations  increased by 5.1 Georgia 9.3% 12 school finance.
percent. This was fa less than the Florida 8.2%
increase in  appropriations  for Colorado 7.4% Net changes in state taxes (in millions)

1

i
-




Postsecondary Education OPPORTUNITY

Page 13

‘ September 1995

enacted in 1995 for FY1996 were as
follows:

Personal income $-839.3
Corporate income -488.0
Sales and use -52.7
Motor fuel/excise -52.8
Cigarette/tobacco +162.1
Alcoholic beverage -0.2
Health care related +767.0
Other -164.1
Net change $-668.0

Adding previously authorized tax
reductions, total state tax revenues will
be reduced by $2.4 billion in FY1996.

Summary and Conclusions

The preliminary report on FY1996
state budget and tax actions by the
National Conference of State
Legislatures offers no encouragement
; 0 to those concerned about public

finance of higher education. As a
budget priority, higher education ranks
far behind corrections and Medicaid,
and well behind K-12 education,
property tax relief, and personal and
corporate income tax reduction.

About all that higher education ranks
ahead of is AFDC, and this appears to
be primarily the result of economic
prosperity, low unemployment and
resulting low AFDC caseloads.

The FY1996 priority for higher
education in state budgeting has now
persisted for more than 15 years. No
one can reasonably hope that higher
education’s low state budget priority is
merely a cyclical fluctuation, and that
as soon as the economy recovers states
will restore public higher education’s
eroded state funding support. During
economic expansion and recession, for
16 years, higher education’s priority in

Annual Changes in Major Expenditure

from State General Funds
FY1990 to FY1996p

state budgeting has steadily and
broadly eroded.

The challenge of meeting the labor
market’s need for more and better
educated and trained workers remains
to be addressed in this context of
deteriorating state funding for higher
education.

This has been the challenge for more
than 15 years. Still, it persists. The
accumulated human capital damage is
reflected in the rapidly growing social
program costs of corrections and
Medicaid.

The old saw still holds: pay now or
pay later, but inevitably society will
pay for the education of its citizens.
The bill for past failures is now
reflected in these new state budget

priorities for corrections and
Medicaid.
Categories

25y T T T Fiscal Year
89 to 90
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“ 3 90 to 91
<
02 91 to 92
15 - ]
% 92 to 93
& g
93 to 94
E 10+ %
= Z 9.4 Lo 95
= .
g Z
o 5 4 z 95 to 96p
© w
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g
0 — .
|
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W
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|
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Medicaid Prisons AFDC K-12 Higher Ed
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Targeting state investments . . . . . . on needy students
State Appropriations for Need-Based
Undergraduate Grant Programs, FY1994 to FY1996

State grant programs provide more

than $2.9 billion in financial aid 10 ,State Grant Program. Approprlat19ns as a .
more than 1,850,000 undergraduate Proportion of State Appropriations for Higher Education
and graduate students. Compared to FY1970 to FY1996p
the federal Pell Grant Program, the
sum of these programs is not large. By T
But don’t tell that 10 the students that ©
receive and rely on state grants to help PR
finance their higher educations. These : >~
grants can and do enable many
students to enter and persist in higher o "
educational studies through to degrees -§ gg
and careers that would not otherwise o @
be available 1o them. 3 &,

228 &
Nearly all state grant programs are 5 o) )
need-tested and available only to E% =S T

4 o 0
undergraduate students. In FY1994-- & o « © g 8 © 2!
the most recent year with complete o o Q °2 .
survey data available--89 percent of E"; 5 o %, © 2 <
the dollars provided through state g g 3 < : g ¢
grant programs went to undergraduate o9 4
students on the basis of demonstrated i = Sa
o - . N

financial need. o 0 @ 9 ¥ ¥

e N ¥

ot o
Most of these programs are available b ¢2 w0

. . &) . X
10 undergraduates in both public and o )
private institutions. But a few are - :;
targeted on needy students in private 0
institutions to help finance the price 3t
difference caused by state-subsidized
public higher education compared to
private institutions not receiving state
subsidies. An even smaller number
are limited 10 needy students in public R- —
institutions. 1970 1975 19680 1965 1990 1995p
Here we report the results of our programs are not included in this data on 34 different state grant
prelimirary survey of state funding for tabulation:  New Jersey, Georgia, programs. These states and their
need-tested  undergraduate  grant Michigan, Florida, Colorado and programs are identified in the table on
programs. This survey was sent to Vermont. The following summarizes the following page. These programs
state agencies with programs larger the reports received from the state comprise 75 percent of all dollars
than $5 million per year. agencies administering these awarded to undergraduates through
programs. state need-based grant programs.

Surveys were sent to 33 states. .
Replies were received from 27 states Summary Data For FY1996 the state agencies
during the first week of response, administering these programs
Several very large state grant The 27 responding states submitted estimated that 1,248,210 students will

Q

15,
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receive $1,980,257,000 in grant and
scholarship assistance.  This is an
average of $1586 per student, with
awards ranging up to a maximum of
$6700 in Connecticut’s Independent
College Student Grant Program.

Between FY1995 and FY1996, the
number of awards is projected to
increase by 1.7 percent, and funding
by 2.8 percent. The largest rate of
growth in award recipients will be in
the Texas Tuition Equalization Grants
(+43.7%), Maine Incentive Grants
(+15.8%) and Kentucky College
Access Grants (+12.9%). The largest
rate of growth in grant program
funding is in the Texas Tuition
Equalization Grants (+42.1%), West
Virginia Higher Education Grant
Program, Maine Incentive Grant
Program  (+22.7%), Kentucky
College Access Program (+15.5%)
and South Carolina Tuition Grants
Program (+15.3%).

State Reports

New York: The largest state grant
program in the U.S. is the Tuition
Assistance Program. This program
received a $31.6 million funding cut
for FY96. As a result TAP awards
will cover only 90 percent of tuition at
public institutions rather than 100
percent as was the case until this year.

Pennsylvania: State Grants program
eligibility was expanded with changes
made in the awarding formula. This
resulted in a significant expansion in
the part-time cohort which was first
added to the program in 1994-95.

California: Eligibility criteria have
been revised in an attempt to better
target awards to applicants with the
greatest financial need and to maintain
or lower GPA cutofts used as selection
criteria. Minimum need for Cal Grant
A Program was increased by $1500.

Ohio: The income cap for
Instructional Grants was moved from
$28,000 to $29,000. Schools with
default rates greater than 30 percent
are not eligible.

Massachusetts: Anticipate changes in
1996-97 due to recommendations from
a 1995 task force report.

Maryland: General State Scholarships
were replaced by the Educational
Excellence Award program, which
consists of two components:
Educational Assistance Grant and
Guaranteed Access Grant.

awards for

students
legislature
Grant

Maximum
independent college
decreased. However,
created new Supplemental
Program for these students.
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Some do it beiter . . .

Ranking the States:

. . . Some do it worse

Outreach Efforts to Low Income Students

This analysis reviews five measures of
state efforts to extend higher education
opportunity to students from low
income family backgrounds. These
rankings of the states on these five
measures are averaged into a single
average rank score shown to the right.
The lowest average rank score
indicates greatest state outreach efforts
to students from low income family
backgrounds, and the highest average
rank score indicates the weakest state
outreach efforts.

Responsibility for providing

educational opportunity to students has

been shared between the federal and

state governments for the last twenty-

five years.

® The states have built and operated
colleges, universities and other
postsecondary institutions,
supported them through annual
appropriations, and provided some
direct assistance to students
demonstrating financial need and/or
attending private institutions.

® The federal government has
augmented  state  efforts  with
financial aid generally targeted on
financially needy students.

® Students and their families have
filled in the balance of the funding
through tuition and fee charges.

During the last fifteen years, both the
states and federal governments have
retreated from their historic
commitments to finance  higher
education opportunity.  The states
have sharply reduced financial

Aruitoxt provided by Eic:

State Average Rank Score for Outreach to Students
from Low Income Family Backgrounds
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investments in the higher education of to higher education to other state
state citizens, choosing instead to budget priorities, usually corrections
divert resources previously committed and Medicaid.  Public institutions
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dependent onstate appropriations have
offset the loss of diverted state funding
by increasing tuition, fee, and other
charges to the students they enroll,
and raising admissions requiremenis to
block out other students that they
cannot enroll.

The federal government has also
diverted monies previously committed
to financial aid for needy students to
other program purposes such as
financing the federal debt. The effect
in financial aid has been to replace
grant assistance with loans, and to
make these loans steadily less
expensive to the federal government by
passing their costs on to financial aid
recipients with higher interest rates
and higher borrowing fees. Further
cost shifting to students and now to the
institutions where educational loan
recipients enroll is under active
consideration in Congress as a part of
the federal effort to reduce federal
expenditures and provide a tax
reduction to those who pay federal
taxes.

Here we examine the record of the
states to reach out and extend higher
educational opportunity to students
from low income family backgrounds.
These students have always had the
most difficult time overcoming the
large and growing financial barriers to
college access, choice, persistence and
degree attainment. Their more
affluent colleagues appear to be doing
far better in graduating from college
with the education, training and
certification that prepare and qualify
them for the best paying jobs in the
American labor force.

Students from low income families
have stumbled badly over these rising
barriers to college graduation during
the last 15 years. In 1979 a student
from the top quartile of family income
was about four times more likely than
a student from the bottom quartile of
family income to earn a baccalaureate
degree by age 24. By 1993 the top

quartile student was 13 times more
likely. This disparity has grown
steadily over the last 15 years as
taxpayers everywhere and at all levels
of government have shirked their
historic commitment to provide the
financial resources to educate the next
generation on some equitable basis.

The Analysis

In this analysis we examine and
summarize five measures of state
outreach efforts to students from low
income backgrounds in their state.
Our purpose is to assess state interest
in and commitment to extending
higher educational opportunity to its
citizens with the fewest resources to
pursue higher education.

Each of these five measures has
appeared in an earlier version in past
issues of OPPORTUNITY. All data
are for the 1993-94 academic and
fiscal year. The data used in each
rating for each state are shown, as is
their source, for those wishing to
pursue these analyses further. (We
hope many states choose to do so.)

The five measures of state outreach
efforts to students from low income
family backgrounds are:

1. Percent of state tax funds for
higher education for state need-
based student financial aid.

2. State Student Incentive Grant
program matching funds provided
by the state.

3. State grant program coverage of
each state’'s most needy
undergraduate students.

4. Pell Grant recipient net migration
rates.

5. TRIO program outreach efforts.

Each of these five measures reflects
specific  state efforts to  extend
opportunity for higher education to
their state citizens from low income
family backgrounds.

These measures are intended to be

e
D‘ -
w

Postsecondary Education
OPPORTUNITY
P.O. Box 127
Iowa City, Iowa 52244

ISSN: 1068-9618

This research letter is published twelve
times per year. Subscriptions are $89
for twelve issues in the United States,
$114 elsewhere. Subscriptions may be
started by check or institutional
purchase order, mailed to the above
address or faxed to the fax number
below. Use the subscription order
form on the back page of this issue.

Editor and Publisher
Thomas G. Mortenson
Phone: (319) 351-4913
Fax: (319) 351-0779
E-mail: tmort@blue.weeg.uiowa.edu
FIDN: 470520190

Mission Statement

This research letter is founded on two
fundamental beliefs.  First, sound
public social policy requires accurate,
current, independent, and focused
information on the human condition. -
Second, education is essential to the
development of human potential and
resources for both private and public
benefit. Therefore, the purpose of this
research letter is to inform those who
formulate, fund, and administer public
policy and programs about the
condition of and influences that affect
postsecondary education opportunity
for all Americans.

Not Copyrighted
Permission is granted to make copies
from this research letter providing
copies are not sold and the source is
identified. Copies of research letter
charts are available to subscribers in
larger sizes at cost. Call for help.




October 1995

Postsecondary Education OPPORTUNITY

Page 3

instructive, constructive and reflective
of what is happening in the states.
They are imperfect, some more than
others, due largely to incomplete or
incomparable data between states.
Where our measure is known to
understate state efforts to extend
educational opportunity, we explain
why, even though our available data
do not permit a correction in such
limitations where they exist.

Indicator #1:
Percent of state tax fund
appropriations for state need-based
student financial aid

State appropriations to institutions that
result in uniform tuition charges to all
students are inherently inefficient and
ineffective. Too much state assistance
goes to some students from affluent
families, while inadequate financial
assistance goes to others from families
with limited resources to pay college
attendance costs.

All states have recognized and
addressed this problem by shifting a
portion of their state funding for
higher education into state need-based
grant programs. In 1993-94, 5.4
percent of all state funding for higher
education passed through state need-
based grant programs.

But some states have targeted a larger
share of state higher education funding
on financislly needy students than have
other states. In 1993-94 New York
provided $21.42 per $100 of state tax
fund appropriations for higher
education to financially needy students
through its Tuition Assistance Program
(TAP). Only ten states provided more
than the national average.

At the other extreme, Wyoming and
Hawaii provided just $.20 per $100 of
state higher education funding to needy
students through their state grant
programs. Many other states spend
nearly as little to help needy students
finance their higher educations.

ERIC

IToxt Provided by ERI

Indicator 1:
Percent of State Tax Fund Appropriations
for State Need-Based Grant Program Aid

FY1994
Need-Based State Tax Percent for
Grant Aid Fund Approps Need-Based

Rk State (000) (000) Grant Aid
1 New York $631,234 $2,947,227 21.42%
2 Vermont 11,314 54,016 20.95%
3 Pennsylvania 188,751 1,513,260 12.47%
4 Illinois 214,809 1,806,826 11.89%
5 New Jersey 135,734 1,245,276 10.90%
6 Minnesota 102,920 1,008,028 10.21%
7 Indiana 55,814 918,132 6.08%
8 Rhode Island 6,500 112,358 5.79%
9 Iowa 34,718 622,094 5.58%
10 Massachusetts 45,059 826,995 5.45%
11 Michigan 82,945 1,546,950 5.36%
12 Ohio 77,940 1,471,558 5.30%
13 Wisconsin 46,608 936,156 4.98%
14 Washington 46,620 954,583 4.88%
15 California 210,106 4,384,452 4.79%
16 Connecticut 20,641 494,937 4.17%
17 Colorado 17,492 534,418 3.27%
18 Kentucky 20,619 630,650 3.27%
19 Maryland 24,012 751,084 3.20%
20 Oregon 12,903 428,099 3.01s
21 Maine 5,170 172,451 3.00%
22 South Carolina 16,795 594,147 2.83%
23 Oklahoma 15,021 538,565 2.79%
24 Georgia 26,853 1,034,858 2.59%
25 New Mexico 9,888 393,353 2.51%
26 Tennessee 16,755 802,957 2.09%
27 Florida 31,289 1,576,041 1.99%
28 West Virginia 5,802 297,074 1.95%
29 Kansas 9,060 477,484 1.90%
30 Arkansas 7,701 413,466 1.86%
31 Missouri 11,124 610,670 1.82%
32 North Dakota 2,036 143,699 1.42%
33 Delaware 1,437 125,969 1.14%
34 Louisiana 6,374 567,580 1.12%
35 New Hampshire 841 80,415 1.05%
36 North Carolina 15,586 1,630,179 0.96%
37 Texas 29,102 3,188,362 0.91%
38 Nebraska 2,686 358,249 0.75%
39 Virginia 6,408 949,548 0.67%
40 Arizona 3,504 616,917 0.57%
41 South Dakota 589 112,006 0.53%
42 Tdaho 750 201,334 0.37%
43 Montana 401 116,982 0.34%
44 Utah 1,132 363,668 0.31%
45 Mississippi 1,255 458,989 0.27%
46 Alabama 2,325 892,127 0.26%
47 Alaska 454 179,818 0.25%
48 Nevada 402 194,219 0.21%
49 Hawaii 748 371,336 0.20%
50 Wyoming 250 125,954 0.20%

TOTAL $2,218,477 $40,775,516 5.44%
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The data used for Indicator #1 come Indicator 2:
from two sources. The state financial Percent of State Need-Based Aid Provided by Federal SSIG
aid data are reported each year by the FY1994
National Association of State
Scholarship and Grant Programs. The
State tax fund appropriations to higher Need-Based SSIG SSIG as a
education are collected by Illinois State Grant Aid Amount Percent of
University and published by the State Rk State (000) (000) Need-Based
Higher Education Executive Officers. -~ ~"°°° "7 -omocs oo n o T
1 New York 631,234 6,154 0.97%
Indi - 2 Minnesota 102,920 1,408 1.37%
ndicator #2: 3 New Jersey 136,734 1,910 1.40%
Percent of state grant program 4 Vermont 11,315 181 1.60%
funds provided through State 5 1Iowa 34,718 560 1.61%
Student Incentive Grant program 6 Pennsylvania 188,751 3,200 1.70%
match 7 Illinois 214,809 4,200 1.96%
8 1Indiana 55,814 1,448 2.59%
9 Washington 46,620 1,303 2.79%
The federal SSIG program was created 10 Wisconsin 46,607 1,518 3.26%
to encourage states to establish and 11 Mighigan 82,946 3,010 3.63%
expand state student financial aid %g ghlow . 7; ) ggg 2, ggz) %;22
ew Mexico , .
programs.  As a result, those states 14 Rhode Islandw 9.586 380 3.96%
that did not previously have state 15 Kentucky 20 619 889 4 31%
student aid programs now all have 16 Connecticut 20,640 943 4.57%
them. 17 South Carolina 16,795 788 4.69%
18 Georgia 26,853 1,264 4.71%
. . 19 Maine 5,170 261 5.05%
However, SSIG matching funding 20 Massachusetts 45,059 2,341 5.208
plays roles of different scales in 21 California 210,106 11,186 5.32%
different state grant programs. At one 22 Maryland 24,013 1,328 5.53%
extreme in New York federal SSIG 23 Colorado 17,492 988 5.65%
funding amounts to less than 1 percent %‘5‘ 81121{8{11333 1; . (7)2% gg(l) gggz
: : ahoma , .
of state grant unding available to 26 Tennessee 16,755 1,179 7.04%
stu ent:s. t the other ex reme.m 27 Oregon 12,903 935 7.25%
Wyoming and Montana states provide 28 Florida 31,289 2,279 7.28%
only the absolute minimum state 29 Kansas 9,060 807 8.91%
funding to qualify for the federal SSIG g? ‘geStthl)rﬁlftlla 3 , ggg i%g g . %%z
matching funding. Nationally, federal 32 North Carolina  15.587 1,581  10.14%
SSIG dollars amount to 3.2 percent of 33 Texas 31’538 3’948 1252%
state grant program funding. 34 Missouri 11,124 1,439 12.93%
35 Delaware 1,437 194 13.52%
Those states that are closest to or at gg Lao‘éiSiina g»g;‘; 1:‘;%3 %gggz
. . ebraska , .
the mqumunxSOBO matched funding 38 Virginia 6408 1,551 54 20%
for their state grant programs are least 39 Alaska 454 116 25 49%
committed to providing need-based 40 New Hampshire 841 254 30.19%
grants to their students. Other states 41 Idaho 750 244 32.52%
in which SSIG plays a small role in 42 Arizona 3,504 1,221 34.84%
state grant funding are committed to 43 Soutl"l'Dakota ;83 %8; %337%
funding their needy students, with or 44 Hawail 4 -1o%
nding y s, 45 Alabama 2,325 1,083 46.59%
without federal SSIG funding. 46 Utah 1,132 541 47.79%
47 Mississippi 1,255 616 49.11%
Data for this analysis were collected Zg ﬂevada 28% %(9){ ‘5‘8332
and reported by the National flontana :
Association of State Scholarship and >0 Wyoming 250 125 >0.00%
Grant Programs in their annual survey TOTAL 2,224,999 71,241 3.20%

for the 1993-94 academic and fiscal
year.

*1992-93 data used.
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Indicator #3: Indicator 3:
State Grant Coverage of Most Needy State Grant Coverage of Most Needy Undergraduates
The federal Pell Grant program Pell Star
provides grants to the most needy R:cips Gr:r;te: Stag; ;2:;;8@8
undergraduate students in each state.
All Pell Grant awards are made under Rk State by Rsdnc Recips Coverage Percent
the same criteria in each stete. Thus, @ -~ °~°°°°~ -~ 77°7°~ “~=°°""% "7 TTEmoC” TTmTemems
the number of Pell Grant recipients 1 Vermont 7,961 13,522 5,561  169.85%
h id f' blish 2 Rhode Island 12,609 13,700 1,091 108.65%
who are residents of a state establishes 3 Minnesota 72,193 68,515 -3,678 94.91%
the number of most needy 4 Wisconsin 63,276 58,652 -4,624 92.69%
undergraduate students from each 5 Pennsylvania 143,510 132,442 -11,068 92.29%
state. State grant programs then make 6 New York 35(9),248 3%1,913 -28,635 91.83%
7 New Jersey 79,637 4,350 -15,287 80.80%
S‘;‘;g”“;““’“;‘(’f to ‘h“scd(a“" °‘h§’) 8 Illinois 153/583 121,000  -32.583  78.78%
needy undergraduate students under 9 1Indiana 72,226 56,246 -15,980 77.88%
state eligibility criteria. These awards 10 Connecticut 24,567 18,400 -6,167 74.90%
also go to needy students to help them assachusetts , , -25, 4.26%
| eed d help th 11 M h 71,121 45,700 25,421 6 6
finance the attendance costs forayear 12 Wa§hington 62,456 38,278 -24,178 61.29%
at college. 13 Maine 16,131 9,500 -6,631  58.89%
14 Ohio 152,750 80,000 -72,750 52.37%
o 15 Maryland 49,969 24,811 -25,158 49 .65%
The number of state grant recipients 16 Michigan 143,424 65,954 -77,470 45.99%
divided by the number of Pell Grant 17 Colorado 49,966 22,966 -27,000 45.96%
recipients who are residents of that %g Kentucky 23,223 %3,9(7)8 “34,022 42.27%
: . Iowa , , 7 -27,7 41 .50%
state establishes “;'5 measure of state 20 Tennessee 63,865 . 22,451  -41.414  35.15%
grant coverage of each state’s most 21 Georgia 87,043 30,483 -56,560 35.02%
needy undergraduate population. The 22 Arkansas 36,363 12,300 -24,063 33.83%
results are shown in the table to the 23 9regon 42,182 14,225 -27,957 33.72%
nght State grant coverage of the 24 D_elaware 5,555 1,575 -3,980 28.35%
resident Pell Grant recpient population 72 Fclagons 33:337 8805 24’377 26 308
ranges from 170 percent in Vermont 27 North Dakota 13,382 3,400 -9.982  25.41%
to 4 percent in Mississippi. That is, 28 Florida 170,210 43,100 -127,110 25.32%
Vermont provides grants to many 29 Nebraska 28,109 6,970 -21,139 24 .80%
needy Vermonters who demonstrate 30 California 389, 316 75,407 -313,909 19.37%
: 31 South Carolina 49,755 9,100 -40,655 18.29%
“G“d but :{9 not ‘!“‘"fy.df‘" 1:::' 32 Kansas 40,076 70112 -32.964  17.75%
rants.  Mississippt provides state 33 West Virginia 25,587 4,421 -21,166 17.28%
grant assistance to only one Pell Grant 34 North Carolina 72,286 11,666 -60,620 16.14%
recipient in 25, 35 South Dakota 13,718 2,100 -11,618 15.31%
36 Missouri 72,757 9,000 -63,757 12.37%
: 37 Virginia 67,469 7,800 -59,669 11.56%
About 15 states make often substantial 38 New Hampshire  10.879 1,186 297693 10.90%
state appropriations to  public 39 Hawaii 6,902 700 6,202  10.14%
institutions for financial aid awards to 40 Idaho 18,676 1,648 -17,028 8.82%
needy students. These data are not 41 Texas 244,451 20,891 -223,560 8.55%
included here pnmnly because such 42 Montana 17 ’ 168 1 ’ 325 -15 s 843 7.72%
awards are not available to all students ZZ ll\,gxiégril:na ;?22? 2'22% :;l{'g{g ;;%2
in such states. These funds are only 45 Wyoming 8,152 '592 -7.560 7.26%
available to students meeting the 46 Alabama 67,911 4,680 -63,231 6.89%
institutions’ admissions  standards 47 Utah 39,157 2,600 -36,557 6.64%
which are often quite selective. 48 Nevada 10,030 656 -9,374 6.54%
49 Alaska 5,274 315 -4,959 5.97%
State grant recipient data are provided 50 Mississippi 51,210 2,051 -49,159 4.01%
by NASSGP, while Pell Grant TOTAL 3,520,671 1,534,275 -1,986,396 43.58%
recipient data are provided in the Pell
Grant End-of-Year Report by ED.
Q )
ERIC 16§
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Indicator #4: Indicator 4:

Pell Grant net migration by state Pell Grant Net Migration by State

Federal Pell Grants to eligible students FY1994

are portable across staie lines to Net

qualified public, private non-profit or

H-pro State of
for-profit postsecondary institutions.

State of Net Pell Migration

’ : Rk State Institution Residence Grants Rate

Pell Grants are like vouchers in that e mmmmmmmme mmmmm—ee mmmmm———-
they follow students. 1 Rhode Island 16,669 12,609 4,060 32.20%
2 Utah 44,779 39,157 5,622 14.36%
Because Pell Grants only go to 3 Alabama 76,790 67,911 8,879 13.07%
students from low income family g %r%zona 62.%3‘5 52.‘5*22 7;%%3 %% g(l)%
. . : . elaware ) , .31%
b‘f‘°kg’.°‘¥“d‘°' ‘t’)‘;se”'"g the migron 6 South Dakota 15'172 13,718 1,454  10.60%
of recipients between states reflects 7 West Virginia 28,183 25,587 2,596 10.15%
where these low family income 8 Tennessee 70,247 63,865 6,382 9.99%
students find postsecondary education 9 New Hampshire 11,838 10,879 959 8.82%
opportunity available and attractive. 10 Virginia 73,113 67,469 5,644 8.37%
11 Missouri 78,763 72,757 6,006 8.25%
s . ¢ Pell 12 North Dakota 14,470 13,382 1,088 8.13%
ome states are net importers of Fe 13 Massachusetcs 76,167 71,121 5,046 7.09%
Grant recipients. That is, they attract 14 North Carolina 76,993 72,286 4,707 6.51%
more Pell Grant recipients to 15 Kansas 42,658 40,076 2,582 6.44%
postsecondary institutions in their %g giimgnt 62,‘6*‘2*(5) 6(7)’2:63% 3 ‘{gg ggg:

; ahoma ) ) , .
states than they export to enroll in 18 Kentucky 62'184  59.068  3.116 5.28%
postsecondary institutions in other 19 Indiana 76,035 72.226 3,809 5.27%
states. We find these states to provide 20 Iowa 49,605 47,466 2,139 4.51%
relatively attractive conditions for 21 Georgia 90,459 87,043 3,416 3.92%
posonty cporuny oo 1 L400 e L L R

. : rkansas , , , .
from low income family backgrounds. 24 Nebraska 28875  28.109 766 2.73%
) . 25 Pennsylvania 147,188 143,510 3,678 2.56%
Other states export more of their 26 Louisiana 78,939 77,455 1,484 1.92%
resident Pell Grant recipients to other 27 Minnesota 73,380 72,193 1,187 1.64%
states than they attract from other gg i'éi§515flippi g(l),g{‘é Z%,gég gg‘z* %‘{(9)%
: 2 olorado , . . 10%
states I\Ne find these states to p’°;;de 30 South Carolina 50 081  49.755 326 0.66%
relatively unattractive postsecondary 31 Wachington 62,846 62,456 390 0.62%
conditions for students from low 32 Wyoming 8,188 8,152 36 0.44%
income family backgrounds. 33 Maryland 50,089 49,969 120 0.24%
34 New York 351,316 350,548 768 0.2%%
) 35 Ohio 152,926 152,750 176 0.12%
We have calculated Pell Grant nat 36 Texas 243 654 244 451 2797 -0.33%
migration rates by state in the table to 37 Wisconsin 62.668 63.276 -608 -0.96%
the right. Net migration rates range 38 Oregon 41,541 42,182 -641 -1.52%
from +32.2 percent in Rhode Island 39 California 380,331 389,316 -8,985 -2.31%
to -13.8 percent in Maine. Seven 2(1) %%Chicglan %221233 %{;g.g%g 'g.ggg '%gg:

. i 1 or a ) ) ) T
states have Pell Grant net migration 42 New Mexico 32052 33382 -1.330  -3.98%
rates greater than 10 percent, while 43 Connecticut 23'358 24567 -1,209  -4.92%
three have rates below minus ten 44 Illinois 144,595 153,583  -8,988 -5.85%
percent. Generally, net migration for 45 Hawaii 6,497 6,902 -405 -5.87%
Pell Grant recipients parallels net 2? ﬁontgna 131?23 %(7)'(1)2?) '1,%3 'ggg:

: . . evada , , - -8,
migration for”other undergraduate 48 Alaska 4 649 5'274 625 211 85%
enrollment classes. 49 New Jersey 69,515  79.637 -10,122 -12.71%
50 Maine 13,911 16,131 -2,220 -13.76%

Data used in this analysis are reported

each year by the Department of TOTAL 3,564,095 3,520,671 43,424 1.23%

Education in the Pell Gramt End-of-
Year Report.

o
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Indicator #5
TRIO Outreach Efforts

The five federal TRIO programs
provide outreach and supportive
services to students that are from low
income and first generation family
backgrounds. These five programs
are: Upward Bound, Talent Search,
Educational Opportunity Centers,
Student Support Services and McNair
Post-baccalaureate. They are
authorized under Title IV of the
Higher Education Act.

TRIO programs exist in all states.
TRIO program awards are made on a
competitive basis based on proposals
submitted by institutions and other
organizations within each state.
Successful bidders reflect special
commitments to outreach .and
supportive services within the states.

We measure--crudely, we admit--state
outreach efforts to students from low
income/first generation family
backgrounds by dividing the number
of students enrolled in the five TRIO
programs by the number of
undergraduates enrolled in higher
education in each state. We then rank
states by this enrollment ratio, as
shown at right. TRIO enroliment
rates range from 19.1 percent in
Montana to 1.9 percent in Florida.

TRIO data used in this analysis were
compiled by the National Council of
Educational Opportunity Associations.
Undergraduate enrollment data were
compiled and published by the
National Center for Education
Statistics.

We frankly admit to the omission of
very important state- and privately-
created, designed and operated
outreach and supportive programs that
parallel the federal TRIO programs.
We do not have data to include them
here, but wish we did on a comparable
basis with TRIO enrollment data.
States that operate major outreach

ERIC

IToxt Provided by ERI

oSN HWN -

==
WO

=
bbbbbbbbbbuuuuuuuuuuMMMMMMMMMM»—H—‘H»—H—*
\D@\JG\U\J-\LAJI\)D—‘O\DM\JC\U\J-\L»JNP—‘O\DW\JC\U\J-\MNP—‘O\DM\JC\U\J-\

w
(o]

ot
cr.

Indicator §:
TRIO Outreach Efforts by State

Montana
Wyoming
Vermont
Alabama
Arkansas
Rhode Island
North Dakota
Maine
Oklahoma
South Carolina
Alaska
Kentucky
Louisiana
New Mexico
Delaware
Colorado
Tennessee
Towa

Idaho

Georgia
Mississippi
Hawaii

North Carolina
South Dakota
Massachusetts
Utah

Texas

Kansas

West Virginia
Virginia
Maryland
Minnesota
Nebraska
Missouri

New Hampshire
Connecticut
Indiana
Arizona
Wisconsin
Illinois
Michigan

New Jersey
New York
Pennsylvania
Washington
Ohio

Oregon
California
Nevada
Florida

TOTAL

FY1994
TRIO Higher
Students Education
Served  Undergrad
6,955 36,198
4,666 28,791
5,150 32,113
32,093 206,607
12,772 88,393
8,980 69,364
4,425 37,307
5,850 52,059
17,390 155,758
16,030 148,044
3,100 29,349
17,118 164,788
16,028 173,861
7,311 85,622
3,155 37,538
16,895 201,588
17,825 213,672
12,805 155,054
4,030 50,003
20,140 251,253
7,851 111,510
3,340 53,012
20,079 345,470
1,835 32,788
18,480 334,873
6,040 122,208
40,129 820,888
7,045 147,725
3,605 76,817
14,080 302,927
10,074 224,927
10,440 237,535
4,614 107,851
10,483 252,028
2,210 54,534
5,099 131,462
9,841 258,714
9,143 244,028
9,321 273,254
20,833 637,524
15,465 489,014
9,018 292,404
26,037 870,789
15,939 533,593
6,741 251,058
12,907 495,892
3,715 146,778
39,129 1,764,876
1,265 57,512
10,390 552,553

629,415 12,539,820
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programs
services

involving counseling
include Rhode Island,
Indiana, Hawaii, Oklahoma,
Virginia, North Carolina, New
York, Maryland and Kentucky. In
addition, a number of community
outreach programs have recently
organized the National College Access
Network. None of their efforts are
included in this analysis.

Averaging State Rank Scores

The table to the right averages the
ranks for each state and re-ranks the
states on the five outreach measures
used in this analysis. This table
appears in chart form on the first page
of this issue of OPPORTUNITY.

Vermont and Rhode Island clearly
lead the states in outreach efforts to
those least well represented in higher
education. Each ranks first among the
states on one measure and second on
another measure.

At the bottom of the ranking is
Nevada. Nevada owns last place. No
other state is even close. Perhaps the
best that can be said about Nevada is
that the state appears to be clueless.
Should Nevada's current prosperity
ever falter, Nevada may find it has let
pass a window of opportunity to
capitalize its human resources when it
had the chance to do so.

These data have meaning to states that
are concerned about the postsecondary
education of their citizens, and
especially those from least fortunate
family backgrounds. it suggests
where their efforts place them
compared to other states and areas
where efforts could be strengthened.

But these data also appear when
Congress is poised to greatly diminish
the federal role in ensuring that the
most basic of human survival needs
are met. Some states are clearly
better prepared to address the federal
challenge than are others.

Composite Index of

State Measures of Educational Opportunity Outreach

to Students from Low Income Family Backgrounds
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Minnesota
Iowa
Massachusetts
Indiana
Kentucky
Pennsylvania
New York
Tennessee
Oklahoma
Colorado
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Illinois
Georgia
Arkansas

New Jersey
North Dakota
South Carolina
Washington
Maine
Delaware

Ohio

Michigan

New Mexico
Maryland
Connecticut
West Virginia
Kansas

North Carolina
Alabama
Missouri
South Dakota
Louisiana
California
Virginia
Oregon

New Hampshire
Nebraska
Idaho

Utah

Arizona
Florida

Texas
Wyoming
Montana
Mississippi
Alaska

Hawaii

Nevada
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FY1994
Indicator
2 3 4

4 1 16
14 2 1
2 3 27
5 19 20
20 11 13
8 9 19
15 18 18
6 5 25
1 6 34
26 20 8
25 25 17
23 17 29
10 4 37
7 8 44
18 21 21
24 22 23
3 7 49
31 27 12
17 31 30
9 12 31
19 13 50
35 24 5
12 14 35
11 16 40
13 26 42
22 15 33
16 10 43
30 34 7
29 32 15
32 34 14
45 46 3
3¢ 36 11
43 35 6
36 44 26
21 30 39
38 37 10
27 23 138
40 38 9
37 29 24
41 40 22
46 47 2
42 43 4
28 28 41
33 41 36
50 45 32
49 42 46
47 50 28
39 49 48
44 39 45
48 48 47
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College freshmen report that amon‘g Average Yearly Salary Offers

the many reasons they enroli in ) . .
college, the most important are to Bachelor's Degree Candidates by Curriculum
economic: to prepare for better jobs 1995

ard to earn more money.

Data on income by educational
attainment collected by the Census
Bureau and reported regularly in
OPPORTUNITY make this relationship
clear: more education leads to greater
income and the higher standard of
living that greater income affords.

Health Science
Engineering S

Computer Science §

Prospective college stiidents seem to
understand this relationship. Despite
rising real college attendance costs,
declining real family incomes and ever
more expensive student financial aid Science
college enrollments have risen even
while the number of high school
graduates has declined. Moreover,
enroliment shifts berween fields of
study further indicate student

Business (NS

Agriculture/Nat Rsrcs 288

Bumanities/Social Sci AN

i 22998

enrollment sensitivity to shifts in

demand for skilled labor in the labor —

market. Education N 22693

Ht?re we examine data .from two Home Economics ¥ - HEETNENN -

private sources on the starting salaries '

of bachelor’'s degree candidates.

These data indicate: Communications o 21810

® Average year salary offers to i
bachelor’'s degree candidates e ‘ ‘ . ' :
averaged $30,361 over the last 0 5000 10000 15000 20000 25000 30000 35000 40000
twelve months. The average for
men was $31,987 and for women Average Offer
was $28,077.

® Starting salaries of college
graduates vary widely across fields ® Compared to the wages of those income  available to  college
of study, anywhere from $20,000 who entered the labor market graduates who borrowed to finance

to $48,000 per year.

® Starting salaries increased sharply
between 1951 and 1970 in real
terms. Since 1970, starting salaries
have declined in many fields to
about 1960 levels.

without college educations, college
graduates are doing relatively well.
® Starting salaries are declining in
real terms. This and growing
educational debt burdens combine
to diminish the discretionary

LY Aoy
x“)

their higher educations.

Our analyses of the available data
reflect three interests. First, how do
starting salaries vary from one field of
study to another? Second, how have
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starting salaries changed over time?
And third, what are the implications of
the shift from grants to loans for those
dependent on financial assistance to
get their college degree?

Answers. to these questions provide
fundamental insights into why students
enroll in college after high school, and
why they choose to study what they
do. The investment model of student
demand for higher education includes
the benefits and costs of college
attendance. This analysis examines
those benefits sought by students:
better jobs sud higher incomes than
would otherwise be available to them
without collegiate education. We also
briefly explore the consequences of
declining real starting salaries over the
last 25 years.

The Data

Our data primarily come from two
sources. The first is the now-
discontinued Endicott/Lindquist Survey
from Northwestern University which
spans the years between 1947 and
1994. This survey was starict by
Frank Endicott, long-time director of
Northwestern University’s Placement
Office, and later continued by his
successor, Victor Lindquist.  This
survey was conducted of several
hundred well-known private
corporations, mostly large to medium
sized national corporations. Industries
included were manufacturing, utilities,

banking, retail, engincering,
transportation, etc.
Lindquist, V. R.  (1993.) The

Northwestern Lindquist-Endicott
Report-1994. Evanston, [Hlinois:
Northwestern University Placement
Center.  (Copyrighted.  Used by
permission.)

Our second data source is the Salary
Survey conducted by The National
Association of Colleges and

Employers (NACE), formerly known
as the College Placement Council, of
Bethlehem, Pennsylvania. This survey
begins in 1962 and provides data
through the present. The Survey
collects data from several hundred
career planning and placement offices
of colleges and universities. Data
collected are starting salary offers
made to new graduates by business,
industry, government, and by non-
profit - and educational institutions.
Figures reported are for base salary
offers and do not include bonuses,
fringe bencfits or over-time rates.

Average Yearly Salary Offers by Gender
to Bachelor's Degree Candidates by Curriculum

Oberman, D. (July, 1995.) Salary
Survey. Bethlehem, Pennsylvania:
National Association of Colleges and
Employers. (Copyrighted. Used by
permission.)

Connell, M. L. (1991.) Starting
Salary Offers: An Historical
Perspective. Bethlehem,
Pennsylvania: College Placement

Council, Inc. (Copyrighted. Used by
permission.)

Heslth Science - o
Engineering )

Computer Science

Business

Science

Agriculture/Nat Rsrcs

Humanities/Social Sci

Bducation

Home Economics

Communications

Average Offer

“ Men
m Women
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Other data are collected by the Census
Bureau in the Current Population
Survey and published in two series of
the Current Population Reports, P-20
and P-60. These data are not included
in this analysis, but have been
reported previously in
OPPORTUNITY. The Current
Population Survey data are ot
reported by field of study, but rather
by levels of educational attainment.
The Census Bureau has also reported
income and earnings by level of
attainment and field of study, but not
be age in another report, What's it
Worth? Educational Background and
Economic Status: Spring 1990, from
the Survey of Income and Program
Participation conducted in 1990.

Starting Salaries

The NACE survey summarizes 18,319
salary offers received by bachelor’s
degree candidates for the twelve
month period through September
1995. Of the total, about a third were
in  business, another third in
engineering, a tenth in humanities/
social sciences, with the remainder in
the remaining fields of study. The
average for these 18,319 offers was
$30,361.

Measured in broadest terms, average
salary offers ranged from $21,819 in
communications to $39,017 in health
sciences. The five highest average
salary offers by more specific field of
study (with more than 100 offers each)
were:

Starting Salaries/Salary Offers For Bachelor Degrees
in Business Administration, 1947 to 1995

!

35000
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25000 {

20000

Annual Salaries in Constant 1985 Dollars

15000
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Northwestern
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Letters (incl. English) $22,334

By gender the averages were $31,987
for

women were much smaller, and in
engineering women actually received
higher offers than did men.

Pharmacy (5 year degree)  $48,217
Chemical Engineering $39,880
Electrical Engineering $36,049
Mechanical Engineering $35,744
Metallurgical Engineering  $35,618

The five lowest average salary offers
by more specific field of study (with
more than 100 offers each) were:

Journalism $19,935
Psychology $21,110
Sociology $21,675
Visual/Performing Arts ~ $22,314

ERIC

IToxt Provided by ERI

10,526 offers to males,
$28,077 for 7493 offers to women.
This difference is largely the result in
differences in field of study chosen by
men and women. The fields that were
primarily male, e g. engineering,
computer science and science, had
considerably higher average salary
offers than did those that were
predominantly female, e.g. education
and communications. As shown in the
previous chart within-field differences
in average salary offers for men and

167

and

Trends

To capture the two major trends in
starting salaries of bachelor’s degree
recipients, we use both the
Northwestern and NACE survey data.
The Northwestern data span the years
from 1947 to 1994 and are based on
offers accepted at America’s largest
corporations. The NACE data span
the years from 1962 through 1995 and
are based on offers to bachelor’s
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The starting salaries of business

Startmg Salaries/Salary Offers For Bachelor Degrees administration graduates doubled in

in Accounting, 1947 to 1995
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degree candidates from data collected
at career planning and placement
offices at 365 menher institutions.

The two major trends are: a) the
stunning gains in real starting salaries-
-corrected for the eroding effects of
inflation--that occurred between 1951
and 1970, and b) the declining real
starting salaries between 1970 and
1995. To achieve a3 much
comparability as possible, we limit our
illustrations to fields of study that are
similar in the Northwesten and
NACE surveys for the years covered
by each. These ficlds are shown on

the charts.

Business: Nearly a quarter of the
bachelor’s degrees awarded in the
United States in 1992 were in business
fields. The chart on the previous page
summarizes the Northwestern and
NACE starting salary/salary offer data
for business administration. All data
are presented as annual, constant
dollar starting salaries using the CPI-U
as the deflator. The two data series
are highly coincident in the overlap
years between 1962 through 1982,
then diverge somewhat.

i60

constant dollars from $17,000 in 1951
to a peak of $33,700 in 1969. As we
shall see in other fields, this was a
typical pattern. During the 1950s and
1960s, college graduates like all
workers in the labor force experienced
unprecedented year-to-year increases
in incomes and the standards of living
those incomes provided.

After 1969 real incomes dropped off
sharply obetween 1970 and 1976,
remained stable through about 1989,
and have since resumed their decline.
In the Northwestern survey data of
employers, real incomes declined by
15 percent, from $33,700 in 1969 to
$28,600 in 1994 (the last year of the
Northwestern survey). In the NACE
survey data of starting salary offers,
the decline was 25 percent between
1969 ($34,300) and 1995 ($25,600). ‘

Accounting graduates’ starting salaries
followed this basic pattern. Here the
Northwestern and NACE survey data
are very similar, as shown in the chart
on this page. Between 1951 and
1970, starting salaries of bachelor
degree recipients with accounting
degrees more than doubled, from
$17,400 to $39,700 in the
Northwestern survey data. Between
1970 and 1994, these salaries declined
by 25 percent, to $29,800. In the
NACE survey data, starting salaries
declined by 29 percent between 1970
and 1995 from $39,500 to $28,000.

The salary survey data show similar
patterns for marketing  degrees.
Starting salaries nearly doubled
between 1951 and 1969, and have
since lost 13 percent of the purchasing
power in the Northwestern data and 24
percent in the NACE survey.

Engineering:  Starting salaries for
bachelor degree recipients in
engineering are about the highest
among all fields. They constitute
about seven percent of all bachelor
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degree awards in 1992, according to
the National Center for Education
Statistics.

Engineers’ starting salaries vary
widely between engineering fields. In
1995 the NACE reported a range of
$30,600 for civil engineers to $39,900
for chemical engineers. The
Northwestern  survey lumped all
engineering salary offers together and
reported the mean. The NACE survey
reports fields separately. In the chart
for engineering starting salaries, we
have used the NACE data reported for
mechanical engineers which are
generally in the middle of the range of
averages for engineering starting
salaries in different disciplines.

The results show the usual pattern.
Between 1951 and 1969, average
starting  salaries for engineers
increased ty 118 percent, from
$19,100 to $41,500. After 1969 the
decline in real salaries was less than in
the business fields. In the
Northwestern survey data, starting
salaries declined by 11 percent to
$36,900 by 1994. In the NACE
survey data, starting salary offers for
mechanical engineers declined by 12
percent between 1970 and 1995.

Other fields: We have examined
starting salary data for other fields of
study. The Northwestern and NACE
survey data differ significantly in
chemistry and mathematics, for
example. Moreover, the NACE data
for thesz two fields appear to have
internal  problems--they are not
comparable for the 1962 to 1990, and
1990 to 1995 periods for either
discipline. However, because so
many students graduate in other areas,
we will report what data we have.
The above patterns still prevail.

Liberal arts graduates receive starting
salaries similar to those in business
administration, according to the
Northwestern survey between 1964
and 1994. We have cobbled together

Q

Starting Salaries/Salary Offers For Bachelor Degrees
in Engineering, 1947 to 1995
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different data sets from the NACE
surveys to construct a humanities and
social sciences starting salary offer
survey for the years 1962 through
1995. The results are shown in the
chart on the next page.

Starting salaries for bachelor degrees
in the liberal arts or humanities plus
social wces increased between 1962
and 196, .aen declined through 1981,
then increased through about 1987.
After 1987 the Northwestern and
NACE data diverge sharply and leave
us uncertain about what has happened
since 1987. If the Northwestern data

163

are to be believed, average starting
salaries declined by 14 percent in real
terms between 1969 and 1994. If the
NACE survey data are to be believed,
then the decline was about 31 percent
between 1969 and 1995. In either
case, the trend is downward since the
end of the 1980s.

Starting salaries for graduates in allied
health appear to have bucked the
downward trend, at least until the Jast
two years. Data are available from
NACE since 1973. Between 1980 and
1995 starting salary offers increased
from $25.700 to $31,500.
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Starting Salaries/Salary Offers for Bachelor Degrees
in Liberal Arts, 1962 to 1995
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Changes between 1980 and 1995

Since 1980, the federal government
and all SO states have been busily
shifting the costs of higher education
from taxpayers to students. As real
costs of higher education to students
have increased, what has happened to

the starting salariecs of college
graduates? We use the salary offer
survey data from the National

Association of Colleges and
Employers to address this question.
In  most

fields, startling salaries
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Northwestern
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1987 1992

declined between 1980 and 1995.
These declines ranged from 0.1
percent in marketing to 12.9 percent in
biological science. Only in allied
health--which is mainly nurses in the
NACE survey--did salaries increase,
and in this case by 22 percent.

To the extent that changes such as
these reflect imbalances between
demand and supply, the labor market
appears to want aflied health trained
college graduates and to be
oversupplied with graduates in other
fields, often engineering fields.

140

Summary and Conclusions

The Northwestern and NACE starting
salary survey data provide valuable
information for students deciding
between different fields of study and
deciding how much educational debt
they are willing to take on to get
bachelor’s degrees in different fields
of study.

We doubt, however, that the students
most in need of this information ever
see much of this data when they are
making such decisions. Informed
investment decisions require this kind
of information. But Northwestern
University has stopped collecting this
information, and the NACE survey
data covers limited fields, is based on
very small and non-random samples,
and is available only by subscription.
The NACE effort is a worthy one, but
needs to become much larger and
more accessible to deliver good
information to students when they are
making career and academic program
decisions.

What these data do suggest is that the
increase in college graduates’ starting
salaries that occurred between 1951
and 1970 is over, and that gradual
declines in starting salaries have
occurred during the last 25 years in
most fields.

This raises the probleiz of growing
educational debt and debt repayment
obligations from those declining
starting salaries. Not all students take
on educational debt to finance their
higher educations. But the main
provider of student financial aid--the
federal government--has for nearly
twenty years been shifting the form of
federal student aid from grants (e.g.
Pell Grants) to educational loans
(Stafford, Perkins, Ford, etc.).
According to tabulations 1wom The
College Board, in 1980 loans were
32.8 percent of all aid received by
students. By 1994 loans were 53.8
percent of all aid received by students.
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This problem has been greatly
worsened by the decision of the states
to shift state monies out of higher
education in ways that obligate public
institutions to raise tuition charges to
students to offset the loss of state
funds.

This market mix diminishes the value
of the higher education investment
decision, to financially-needy students
more than affluent students, in some
fields more than others. Some of
these market effects are socially
desirable: students move out of
academic programs with over-supplied

labor markets and into other academic
programs with better balance between
demand and supply.

But there is an amoral quality to
purely market-driven distribution of
educational opportunity. Those from
affluent families are less influenced by
net price considerations than are those
of limited family resources, dependent
on financial aid to complete the
financing of college costs, and
increasingly dependent on educational
debt for that financing.

The private rate-of-return to students

Change in Starting Salary Offers by Discipline
Between 1980 and 1995
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Engineering Tech -10.7
Civil Engineering -11.2
Petroleum Fug -12.3

Biological Science -12.9
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in different fields of study varies, as
indicated by the starting salary data.
It is also driven by differing prices
paid by student-investors, and as loans
are substituted for grants the private
rate-of-return  declines beyond the
decline in the market value of a
bachelor’s degree during the last
twenty-five years.

Finally, we restate a point often heard
in these pages:
The only thing more costly than
attending college is not
attending college.

Starting salaries of non-college trained
workers are mainly limited to the
minimum wage. The minimum wage
is now $4.25. In 1995 dollars, the
minimum wage was $5.75 in 1980.
The difference is a decline of 26

" percent, far greater over the same

period than that experienced by recent
college graduates in any field for
which we have data as shown in the
chart to the left. Any field of study in
college offers a better income and
living standard than employment
opportunities available to those who
entered the labor market with a high
school education or less.

The income advantage of the college-
educated compared to those with only
high school diplomas is growing. For
males 25 to 34 years old, in 1971
mean aanual income for those with
bachelor’s degrees was 27 percent
greater than males with high school
diplomas. By 1992 it was 60 percent
greater, and growing rapidly.

The central public policy problem of
higher education opportunity remains

affordability. Declining real family
incomes, declining real starting
salaries, increasing real college

attendance costs and increasing debt
levels for those who need financial aid
to pay attcndance costs are reallocating
opportunity. The market will not
correct this problem. It remains for
public policy to find the solution.
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This research letter condenses a great
deal of demographic, historical, social,
economic and political data to reveal
the hidden stories data tell about the
condition of educational opportunity in
the United States. Indeed, without this
supply of data this research letter
would not exist and the stories they
hold could not be told. And public
policy would be made in a dangerous,
dark vacuum of ignorance.

Currently, several of the data sources
that reveal the condition of educational
opportunity in the United States are
under assault. The Endicott survey
data on starting salaries of college
graduates used in the preceding
analysis that was collected and
reported by Northwestern University
since 1947 was ended in 1994. A 48
year time series of data used in
numerous econometric studies of
student demand for higher education

Data Reduction

has been terminated by Northwestern.

A far more serious reduction in the
publication of vital data is happening
at the Census Bureau. Federal
funding reductions have led the Census
Bureau to reduce the number of
reports it publishes by two-thirds.
The data is still collected, but it will
not be published. As a direct result,
access to the data will be restricted to
those in the know, those with
connections to the responsible
professionals at the Census Bureau.
These data are collected in the
monthly Current Population Survey.
But they may not see the light of day
in paper form, and the forms in which
they are likely to be publiched--e.g.,
CDs--may not be readable by
computers a few years from now.

Indeed the decennial census for the
year 2000 is at risk. Necessary

funding for planning, testing, training
and design is under critical
Congressional  scrutiny as  this
commentary is being written.

There are other serious kinks in the
education data supply system that
delay, inhibit or deny our
understanding of what is happening.

Maybe in this new political era
ideology will replace social science as
the basis for public policy makin .
Congress seems intent on pursuing this
course. If Congress is successful then
of course the facts we report merely
get in the way of their vision for
America and eliminating bad news is
a perfectly rational strategy. But if
their ideology fails to deliver
educational opportunity, we will not
know the damage. The know-nothings
will have won, but we will not know
it when it happens.
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Savage . . . . Inequalities
Educational Attainment by Family Income

1970 to 1994

Since 1965 the political concept of Estimated Chances for a Baccalaureate Degree

equality of opportunity has been the

Sfoundation of educational policy,
particularly at the federal level, in
postsecondary education and regarding
financing of higher education through
need-based stud:nt financial aid.

Asrecently as the 1992 reauthoriz.tion
of the Higher Education Act of 1965,
the committee reports of both the
Houss of Representatives and the

‘Senate to their respective chambers
reasserted the national goalto equalize
higher educational opportunities. Title
IV, containing both federal student
financial aid and outreach (TRIO)
programs, targets federal investments
on students from low and middle
family income backgrounds.

Here, then, we update and extend our
previous analysis (OPPORTUNITY,
June 1994) of educational attainment

by the family income backgrounds of

Americans between the ages of 18 and
24 using data from the October 1994
Current Population Survey to be soon
published by the Census Bureau .

Our update with 1994 data confirms

our previous conclusions. Tk

disparities in educational attainment

for young adults are:

® Huye,

® Persistent,

® Growing, and

® Nearly as wide as these disparities
have ever been.

By age 24 a person whose family

income falls in the top quartile is ten

[Kc
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by Age 24 by Family Income Quartile
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times more likely to have received a
bachelor's degree than is another
person whose family income falls in
the bottom quartile. In 1979, before
the redistribution of higher educational

175

opportunity began, the difference was
Sfour times.

We have not only fuiled to achieve
equality of higher educational
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opportunity but the gains made in ihe
1970s have been completely erased in
the 1980s and 1990s and by the 1990s
we have achieved greaier inequality of
higner educational attainment than has
existed at any time in the last 25 years
of reported Census data.

In a labor market that reserves its best

paying jobs for those with the highest

levels of educationsal attainment, the

redistribution of higher educational

opportunity since 1979 also

redistributes human welfare.

® Those from the highest income
families have, since 1979, achieved
the greatest success in
baccalaureate degree attainment.

® Thote from the lowest income
families have achieved the leas’
success in degree attainment.

Whereas higher education provides
access to the best paying jobs in the
economy, the redistribution of higher
educational opportunity since 1979 has
increasingly limited access to those
jobs to students whose family incomes
fall in the top quartile of the family
income distribution, above about
$68,000 in 1994.

Higher educational opportunity is a
double-edged sword.  Opportunity
provides preparation for high incomes
and affluent living standards. But the
rationing of opportunity since 1979
has also become a device of socio-
economic stratification, segregation,
frustration, and increasingly desperate
impoverishment for those unable to
participate and succeed in higher
education.

Higher educational opportunity is

simultaneously the vehicle for socio-

economic mobility, and has become--

through neglect--the means by which

society is fracturing.

® The affluent are clearly succeeding
in higher education, and their
absolute and relative living
standards can be expected to
continue to thrive as they have

since the end of World War II.

® The poor are clearly failing in
higher education, and their absolute
and relative living standards can be
expected to continue to deteriorate
as they have since 1973.

Whereas higher education was clearly
thought of as the means to socio-
economic mobility, its rationing since
1979 has also become the means by
which the rich become richer and the
poor become poorer.

Data and Analysis

This analysis updates and extends a
study originally prepared at The
American College Testing Program,
which is now out of print. The
original study contains additional data
on high school graduation and college
participation by family income by
gender and race/ ethnicity.

Mortenson, T. G., and Wu, Z.
(1990). High School Graduation and
College Farticipation of Young Adulss
by Family Income Backgrounds, 1970
to 1989. Ilowa City, 1A: American
College Testing Program.

The primary source fou the data used
in this analysis is datz collected each
year by the Census Bureau in the
October Current Population Survey.
These data are published in a
comprehensive statistical report in the
Current Population Reports series P20.
The most recent published report is:

Bruno, R. R., and Adams, A. (1994).
School  Enroliment-Social and
Economic Characteristics of Students:
October 1993. Current Population
Reports, Population Charactenstics,
P20-479. Washington, DC: U.S.
Government Printing Office.
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In this analysis we have aiso used
unpublished data from the October
1994 Current Population Survey.
These data are currently being
prepared for publication by the Census
Bureau and will become generally
available in the next few moaths.

Data definitions and limitations are

Our analysis of the data on unmarried
18 to 24 year olds adopts a three-stage
model of educational attainment
leading to the bachelor’s degree. First
a person must graduate from high
schnol.  Second, once graduated a
student must "participate” in college.
Third, once in college a student must
earn a bachelor’s degree by age 24.

The quartiles of family income
reported here have been calculated
from the Census Bureau’s tabulations.
Those reported in this analysis refer to
quartiles of family income collected in
the October 1994 Current Population
Survey.  Thesc are quartiles of
families of high school graduates. In
1994 they are:

important in this analysis. We focus The prod:ct of each of these separate Ql: $0 to $22,033
on 18 to 24 year olds here. We are rates reflects the proportion of those Q2: $22,033 to $41,393
concerned about parental family 24 years old that have received a Q3: $41,393 to $67,881
income in this analysis. We are not bachelor’s degree from college. Q4: greater than $67,881

interested in married young adults,
who have established new families and
for whom parental income information
is not available. The unmarried 18 to
24 year olds include both “ependent
family members as well as those in
"other marital status" including
divorced, separated and widowed.
This population consists largely of
very low income young females who
are not dependent family members.

Enrollment Status of Dependent Family Members
18 to 24 Years 0Old by Family Income, 1994

College participation, as collected and
reported by the Census Bureau,
consists of 18 to 24 year oids
currently enrolled in college, plus
those not currently in college who
have completed less than a bachelor’s
degree, plus those not currently in
college who have completed a
bachelor’s degree or more from
college.

That is, exactly one quarter of all
unmarried 18 to 24 year old high
school graduates lived in families with
incomes below $22,033; another
quarter lived in families with incomes
of between $22,033 and $41,393, etc.

Over the twenty-five year period
between 1970 and 1994, family
income has been redistnbuted: the
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most affluent families have more of it,
and the poorest families have less of
it. This growing inequality is
reflected in the income data that
defines family income quartiles used in
this analysis.

Family Income Upper Limits in 1970
and 1994, Constant 1994 Dollars

Quartile 1970 1994

Ql: $27,336 $22,033
Q2: $41,538 $41,393
Q3: $61,950 $67,881

While median family income remained
about flat between 1970 and 1994, the
bottom quartile of family income grew
significantly poorer while the top
quartile grew significantly more
affluent during this period. Of the
two middle income quartiles, the
second quartile grew poorer while the
third quartile became more affluent.

Enrollment Status in 1994

The chart on page 3 summarizes the
enrollment status of dependent family
members between the ages of 18 and
24 by family income ranges in
Octeber 1994. The charts on page 4
break these data down by gender.

The charts illustrate the powerful

relationship between family income

and cducational status.

® Among those from families with
incomes of less than $10,000 per
year, 25.1 perceat were high
school dropouts, compared to 1.4
percent of those from families with
incomes greater than $75,000.

® Those 18 to 24 still enrolled in
high school comprised 13.3 percent
of those from families with
incomes below $10,000, but 3.8
percent of those from families with
incomes above $75,000.

® At the other extreme, bachelor
degree holders were 0.9 percent of

High School Graduation Rates by Family Income Quartiles
for Unmarried 18 to 24 Year Olds
1970 to 1994
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those from families with incomes

below $10,000, and 9.1 percent of

those from families with incomes over

$75,000.

® The college enrollment rate ranged
from 22.8 percent of those from
families with inco.aes of less than
$10,000, to 65.5 percent for those
from families with incomes greater
than $75,000.

This general pattern holds for both
males and females. The main
difference is that at every level of
family income, women are farther
along in their educational attainment
than are men. The differences are

177

greatest in high school attrition where
men are more likely to be dropouts
than are women.

High School
Trends

Graduation Rate

The above chart shows the rates at
which unmarried 18 to 24 year olds
from each quartile of family income
have graduated from high school
between 1970 and 1994. In 1994 the
high school graduation rate was 66.6
percent in the first quartile, 80.1
percent in the second, 89.4 percent in
the third and 93.9 percent in the top
quartile of family income.




Page 6 Postsecondary Education OPPORTUNITY

November 1995
——

At the very first hurdle along the path
toward a baccalaureate degree from
college, the field gets sorted out.
Those from the highest family income
levels have the greatest chance of
graduating from high school, while
those from the lowest income
backgrounds have the least chance.

family income.

This lack of significant progress has
occurred during a political era
characterized by a public policy
professing commitment to equalizing
educational opportunities and more
recently to increasing high school
graduation rates. The gains apparent
Moreover, this basic pattem has here have been modest at best.
persisted without interruption for
every one of the last twenty-five
years. Very modest increases in high
school graduation rates in the bottom
quartile have been at least partially
offset by modest declines in the rate
for those from the second quartile of

College Participation Rate Trends

The chart on this page shows the rates
at which unmarried 18 to 24 year old
high school graduates from the four
family income quartiles have

College Participation Rates by Family Income Quartiles
for Unmarried 18 to 24 Year Old High School Graduates
1970 to 1994
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participated in college between 1970
and 1994. Participation rates include
those currently enrolled and those who
were enrolled but have left with or
without bachelor’s degrees.

In 1994 the college participation rate
was 58.2 percent for those from the
bottom quartile of family income, 68.3
percent in the second quartile, 77.2
percent in the third, and 87.8 percent
in the top quartile.

The inequality in high school
graduation rates for young adults from
different family income backgrounds
carries over into college participation
as well. In fact, given that this chart
is limited to high school graduates, the
disparities have been magnified at this
the second hurdle on the path toward
a baccalaureate degree.

Here, some of the inequality that
accumulated after rationing of higher
educational opportunity was effectively
imposed beginning in 1980 was
reversed in the 1994 data. College
participation rates appear to have
declined slightly in the top quartile of
family income, remained flat in the
third quartile, and increased
substantially in the two lowest family
income quartiles.

However, since rationing began in
1979, the gains in college participation
rates have been least among those
from lowest income families, and
greatest among those from highest
income families:

Change in College Participation
Rates between 1979 and 1994 by
Family Income Quartiles

Quartile Change
Ql: +13.6%
Q2: +16.2%
Q3. +16.1%
Q4: +20.5%
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" Enrollment Distribution by Type

and Control of Institution

About half of all 18 to 24 year old
dependent family members that were
enrolled in college in October 1994
were enrolled in public 4-year colleges
and universities. The balance were
enrolled in either public 2-year
colleges or private colleges and
universi:ies.

The distribution of college enrollments

by institutional type and control varied

by family income levels, as shown in

the chart on this page. Looking only

&t dependent family members 18 to 24

years enrolled in college:

® Public 4-year colleges and
universities enrolled as little as
47.4 percent of those from family
incomes below $10,000, to as
much as 59.9 percent of these from
family incomes of between $20,000
and $25,000. Median family
income was $53,046.

® Public 2-year colleges enrolled as
much as 37.6 percent of those from
families with incomes below
$10,000 to as little as 13.4 percent
of those from families with
incomes of more than $75,000.
Median family income was
$42,909.

® Private colleges and universities
enrolled as little as 12.4 percent of
those from families with incomes
of between $10,000 and $15,000,
to as much as 33.1 percent of those
from families with incomes greater
than $75,000. Median family
income was $63,095.

As these data suggest, th> proportion
of enrollment of dependent 18 to 24
year olds in 2-year institutions was
highest among students from lowest
income families, and lowest among
students from highest income family
backgrounds.  The proportion of
reshmen enrelled in 4-year colleges
and universities was highesy at the
highest levels of family income,
Dlanicularly above $50,000 per year.

ERIC

IToxt Provided by ERI

Enrollment Distribution of Dependent Family Members
Age 18 to 24 Years by Family Income and Institutional Type
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Enrollment by Attendance Status

In 1994 84.8 percent of all dependent
18 to 24 year olds enrolled in college
were enrclled on a full-time basis.
This proportion ranged from 73.4
percent among those from families
with incomes of $10,000 to $15,000,
to a high of 83.9 percent for those
from family incomes above $75,000.
Those at the extremes of the family
income *stribution were most likely
to be enrolled full-time. Except for
the lowest income range--below
$10,000--fuil-time college enrollment
increased with family income.

179

Among dependent family members 18

tc 24 years old:

® Males were enrolled full-time at a
rate of 85.4 percent, compared to
84.3 percent for females.
Generally males and females had
stmilar  full-time rates across
income levels except below
$15,000 in family income where
males were more likely to be
enrolled full-time than females by
about 10 percentage points.

® Students in public colleges were
enrolled full-time at a rate of 82.8
percent, compared to Y1.6 percent
in private colleges.
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® Of those earolled in public
colleges, 71.5 percent of those
enrolled in 2-year colleges were
attending full-time, compared to
87.8 percent of those in 4-year
colleges and universities.

"College Completion

We have constructed estimates of
bachelor's degree completion by age
24 by family income quartile for those
who enroll in college. These
estimates combine Current Population
Survey data with other data on
graduation rates by family income
level collected in the six-year follow-
up to the 1980 cohort in High Scheol
and Beyond. Our estimates of
bachelor degree completion by age 24
by family income quartile for the
years between 1970 and 1994 are
shown in the chart on this page.

In 1994, of the unmarried 18 to 24
year olds from the bottom quartile of
family income who enrolled in
college, 20.8 percent are estimated to
have completed a bachelor’s degree by
age 24. This percentage increased to
26.7 percent in the second quartile,
41.7 percent in the third quartile, and
96.0 percent in the top quartile of
family income.

At this, the final hurdle along the path
to a baccalaureate degree by age 24,
the very large disparities in
educational progression across levels
of family income that exist at the high
school graduation and college

participation level are magnified even
further.

Baccalaureate Degree Attainment

We have constructed the high school
graduation, college participation, and
college completion rates such that their
product measures the proportion of the
unmarried 24 year old population that
holds a bachelor’s degree. This is
shown on page 1 of this issue of
lOPPORTUNITY.

(S .
ERIC

IToxt Provided by ERI

By 1994 our analysis indicates that 8.0
percent of those from the bottom
quartile will have earned a bachelor’s
degree by age 24. This is the
mathematical product of the following:

High school graduation .6661
x College participation .5820
x College completion .2076
= College attainment .0805

Similarly, in the second quartile of
family income, the proportion earning
a bachelor’s degree by age 24
increases to 14.6 percent. In the third
quartile the proportion increases to
28.8 percent. And in the top quartile
of family income, 79.1 percent have a
bachelor’s degree by age 24.

There are different ways to express
the significance of these findings.

Given the federal aid to equalize

higher educational opportunity:

® In 1994 a student from tke top
quartile of family income was
about ten times more likely to eam
a bachelor’s degree by age 24 than

was a student from the bottom -

quartile.

® In 1979, at the end of the equity
era and just before the beginning of
rationing of higher educational
opportunity, a student from the top
quartile was four times more likely
to have the degree by age 24 than
was the student in the bottom
quartile.

This measures how far we have fallen
away from the federal goal to equalize
higher educational opportunity in the
last 15 years.

Estimated Four-Year College Completion Rates by Age 24

by Family Income Quartiles for Unmarried
1970 to 1994
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Declining social investment . . .
State Tax Fund Appropriations
for Higher Education for FY1996

The Fiscal Year 1996 state tax fund
appropriations for higher education
have been collected by the Center for
Higher Education at lllinois State
University and published in The
Chronicie of Higher Education. We
extend these data another step by
adding a control for state personal
income in the following analysis.

These data tell an important story
about differences among states in the
social investment in higher education.
When controlling for the resources
available within states, states vary
widely in the proportion of available
resources that are allocated for
investments in higher education.

Partly the interstate differences reflect
the comtribusion of private higher
education in each state. Those states
with  substantial private higher
education systems--such as New
England--do not need to appropriate
as much for higher education as do
other states where public higher
education plays the dominant role in
state higher education.

More important here is our
understanding of chas.zes in intrastate
investment in higher educaticr. over
time. Changes from year-to-year in
state spending on higher education
controlling for changes in the tax base
(personal income) of any given state
reflect changes in the tax and spending
priorities of electzd policy makers,
especially the governor and state
legislative leaders.

As shown in the cha:t on the right for
all states which control for changes in
personal income over time, state tax
fund appropriations for operating
expenses of higher education have
been decliniug-—-substantially and

ERIC

IToxt Provided by ERI

. . . in higher education

Appropriations of State Tax Funds for Operating Expenses
of Higher Education per $1000 of Personal Income
FY1975 to FY1996
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almost without
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interruption--since

In Fiscal Year 1979, state tax funds
appropriated for the operating
expenses of higher education were
$11.22 per $1000 of personal income.
Expressed another way, 1.1 percent of
all personal income in each state was
appropriated by states in smport of

181

higher education,
institutions.

mainly public

By FY 1996 this had drcpped to §7.88
per $1000 of personal income, or by
$3.34, a decline of 29.8 percent. Itis
this decline in the allocation of
available social resources for social
investments in higher education that is
the focus of this analysis.
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The Data

The collection of state tax fund
appropriations for operating expenses
of higher education from each state
was started by Prof. M. M. Chambers
of Illinois State University in 1958 and

" continued by him until his death in

1985. His work has heen continued
by Prof. Edward Hynes and Gwen
Pruyne at the Center for Higher
Education at Illinois State University.

The data collected in this survey are
publisked in several places, among
them The Chronicle of Higher
Education in late October (this year
October 20), Grapevine which is the
periodic newsletter of the Center, and
by the State Higher Education
Executive Officers.

To interpret these data as a measure of
social resource allocation, we
recalculate state tax funds for
operating expenses of higher education
per $1000 of personal income using
recently revised estimates of state
personal income as published in the

August 1995 issue of the Survey of

Current Business. The FY1996 state
appropriations are divided by CY1994
state personal income for each state.

This manner of presentation leapfrogs
two important intervening public
policy decisions: state tax effort and
state tax resource allocations.
Bypassing these two public policy
decisions here does not imply lack of
interest. Rather these issues are quitc
complex and have been addressed in
other analyses published in past issues
of OPPORTUNITY. Particularly with
respect to higher education, therr net
effect is also closely tied to tuition
policy, also addressed previously and
often in past analyses by
OPPORTUNITY.

Unlike the Center’s survey report on
higher education appropriations, which
is not adjusted to reflect subsequent
state rescissions and adjustments to

ERIC
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state funding, the Bureau of Economic
Analysis’ estimates of state personal
income are revised frequently. Our
practice has been to use the most
current revision of state personal
income to the time of the publication
of the state tax fund appropriations for
higher education.

State Analysis

The nationa! total of state tax fund
appropriations for operating expenses
of higher educaticn per $1000 of
personal income is shown on page 9
for the fiscal years 1975 through

1996. This data also appears on the
spreadsheet on page 10.

The chart on this page illustrates these
data by state for FY1996. For the
United States the states appropriated
$7.88 in tax funds per $1000 of
personal income for FY1996. The
range was from $3.09 in New
Hampshire to $16.57 in New Mexico.

A great deal of this variation is
attributable to the relative role of
private higher education in each state,
as well as tax effort, allocation
priorities and tuition expectations from

Appropriations of State Tax Funds for Operating Expenses
of Higher Education per $1000 of Personal Income

FY1996
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Change in State Appropriation of Tax Funds for
Higher Education per $1000 of Personal Income
Between FY1995 and FY1996

The largest increases were reported
for New Jersey, Nevada, Montana
and California.  These increases
ranged from 2.0 to 4.1 percent. Each
of these states has a historical context
that helps explain the increase:

New ! 1 hEECESC— 4 {
ey + — | ® New Jer.seyj has for many years
caentana T —_2 25 acted as if it were cheaper for its
peorgin 1 H citizens to go to some other state to
West Virginia | 12 get their higher educations. Out
Missours | — migration to attend college is far
Jregon 1 — greater from New Jersey than it is
vashhﬁ;‘;g: _—3-7 from any other state. In more
Vermont 1 -3 recent years state policy appears to
Colorado ;! be trying to reverse these patterns.
New Mexico 0 ry g p
‘Thode Msine 1 ek ® For all its advertised claims to the
Pennsylvania files contrary, Nevada provides little
Keneas 1 7 support for higher education and
Maryland 1 = never has. A little change on a
So Carolina | 1.6 modest base looks bigger than it is,
Nebraska | xz.'v—— although the FY1996 effort is
{4 1 -9 Sm——
c De’]‘,::;,-% 1 -22 zx_ i hopeful.
onnecticut 1 e ® California has so butchered its
T re | US. = -1.07% -:'fiz—' public higher education
Oklahoma 1 ~2.5 E—— . .
Ninnesota -2.0 e— appropriations between FY1980
" Ve | 2225 and FY1994 that almost any tiny
1391881 1 &, 1
méhigl’ul’; 3 fundmg' recovery looks good by
Alaska -3.4 E comparison.
North'Dﬂkpta ] 21353_
oming 1 -3. . ]
u.'::,cﬂ:;'a: 3 —— The state higher education
Louisisna “ 6-38-"_ appropriations suffering the largest
South Dakola - 14;7—-—_ reductions between FY1995 and
New Hamoobirs | gt : FY 1996 were Hawaii, Alabama, New
New York .1 e ———————— York, New Hampshire, Wisconsin,
Hawaii 12,6 , . ; South Dakota and Iowa.
-15 -10 -5 0 5

students. For example, while the
bottom five states in this ranking are
all in New England, the combined
expenditures of public and private
higher education as a proportion of
gross state product are higher in New
England than they are in any other
region of the country.

For this reason, we are less interested
in this interstate comparison of state
tax funds appropriated for higher
education than we are in the following
intrastate of social investment in
higher education comparisons over time.

Percent Change

Changes in State Appropriations

Between FY1995 and FY1996, total
state tax fund appropriations for the
operating expenses of higher education
declined from $7.99 to $7.88 per
$1000 of personal income, or by 1.0
perceat. The FY1996 total of
appropriations was the lowest on
record for the last 20 years.

Increases were reported in 15 states,
decreases were reported in 33 states,
and no change was reported in 2
states.

0

i

(r,

As shown in the table on page 10, for
all 5C states state tax fund
appropriations for operating expenses
of higher education increased between
FY1975 and FY 1979, and have been
declining ever since. State
commitment to higher education
funding did not peak in FY1979 in
each state, but we will use that year as
a reference to compare changes over a
longer period of time, specifically
between FY1979 and FY1996. That
chart appears on the following page.

Between FY1979 and FY 1996, state.

tax fund appropriations per $1000 of
personal income for the operating
expenses of higher education declined
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‘ by 29.8 percent. They declined in 49
of the 50 states.

The lone exception is New Mexico.
In FY1996 New Mexico provided the
highest level of state tax fund support
for higher education, 210 percent of
the national average, among the 50
states. Moreover, New Mexico
uniquely among the SO statvs has
managed to maintain this very high
level of state investment over the last
17 years while every other state has
cut back in social resourcc investment
in higher education.

I the remaining 49 states, state tax
funding of higher education operations
were reduced by as much as 49
percent between FY 1979 and FY 1996.
® The largest losses--greater than 40
vercent--were in  Vermont (-
49.2%), California (-46.4%),
Virginia (-45.0%), Rhode Island
(44.1%), Colorado (-43.8%),
Oregon (-43.6%), and New York
(-42.4%).
New York has replaced Washington
on the list of states that have reduced
social resource investment in higher
education by more than 40 percent
between FY1979 and FY1996.

Summary

It is important to poiat out here that
the reductions in social resource
investments in higher education
reported here reflect choices made by
governors and legislators. When the
cortrol for state personal income is
introduced to the state appropriations
data, one can no longer argue that
states lack resources to appropriate to
higher education. The resources are
there in the form of personal income.
State political leaders have chosen
either not to tax them and/or not to
appropriate them for higher education.

Analyses of tax effort and
. expenditures, particularly over time,
have been reported regularly in past
issues of OPPORTUNITY and will

Q

continue to be reported in the future.

What these analyses find, consistently,

is that:

® Americans do not like to pay taxes,
and

® Higher education ranks about last
in what elected leaders like to
spend tax monies on.

While the rest of the industrial world
has been willing since 1980 to
increases taxes to address social needs,
the United States almost uniquely has
not. Taxes take the same bite out of
gross domestic product here and now
that they did in 1980.

The spending priorities in the states
continue to be corrections and
Medicaid.

This scenaric places an extraordinary
squeeze on higher education funding
generally, and tuition charges paid by
students in particular. The trajectories
of these shifts are perfectly clear over
the last 17 years. Unless and until
voter willingness to pay more taxes
and/or higher education’s state budget
priority improves, higher education
must plan to continue to receive a
declining share of social resources for
its educational missions.

Change in Appropriations of State Tax Funds for Operating
Expenses of Higher Education per $1000 of Personal Income
Between FY1979 and FY1996
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Think cbout This for a While . . .

In 1994 the Gallup Organization and Independent Sector published results of a national survey
of Americans’ levels of confidence in various institutions. Survey respondents were asked to
indicate their levels of confidence in each institution. The levels were "a great deal," "quite a
lot," "some," "very little" and "can’t say." The following chart ranks the institutions included
in the survey according the proportion responding “a great deal."”

Mainly we note the relatively very high regard Americans have for education, particularly higher
education, and even private higher education. This high regard seems to be at odds with steadily
declining social investments made by government--state and federal--since the end of the 1970s.

We leave to others the interpretation of the levels of confidence assigned to others farther down
this list.

(A more complete version of these data is reported in the Digest of Education Statistics 1995

published by the National Center for Education Statistics, October 1995. See page 33.)

Public's Level of Confidence in Social Institutions
1994

Religious organizations i 21.2

Small businesses

The military

Private higher education

Youth ('ievelopxnent/recreation
Private elementary/secondary ed
Public higher education

Public elementary/secondary ed
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Health organizations
Environmental organizations
Human services organizations
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Private and community foundations
Organized labor
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State government
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Federal government
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The Oregon Family Resource Study

The state budget situation in Oregon has resulted in sharp state funding reductions for public higher education in Oregon since
the late 1970s (see p. 10). In response the Oregon State System of Higher education initiated an income study of undergraduate

students and their families to determine their ability and willingness to pay for college.

Oregon’s Independent College

Association and Community College System joined to sponsor the study. The following is the study's Executive Summary.

The Oregon Family Resource Study
concerns the economic backgrounds of
state residents attending Oregon
colleges and universities. Based on
surveys from more than 7,100
families, this research was developed
to help clarify the impact of current
funding policy and implications for
future funding.

The social characteristics of dependent
students attending Oregon’s public and
private four-year institutions are highly
similar in terms of parent education
attainment, family incomes, and
family composition. In 1992 median
family income of dependents at
OSSHE institutions was $47,210
compared with $45,734 st private
colleges. While the family income of
community college dependents was
lower, they represent predominantly
middle-class as well, with a median
family income of $40,097.
Independent students represent a more
diverse population with family
incomes that reflect pronounced
differences in student age and family
composition. For independents
attending OSSHE institutions, the 1992
median family income was $14,190
compared with $27,900 at private
colleges and $18,895 at community
colleges.

For comparison, the estimated 1992
statewide median for all families with
a household head of comparable age
(45-54) was $42,450, and $32,114 for
all  Oregon households. For
dependents and independents
.combined, the 1992 median income of

OSSHE, private college and
community college families are
$34,332, $38,957 and $29,708
Q

respectively.

Few dependents are the first
generation in their family to attend
college. At four-year institutions,
only one in ten parents of dependents
have not had some college compared
with 39 percent for the state, which
challenges our hopes and expectations
that families from all educational
backgrounds are equally represented.
Among independents, the proportion
of first generation students conforms
more closely with the state population
and points to the importance of adult
education for ensuring that individuals
from all backgrounds have access to
college.

Oregon’s three systems of higher
education represent distinct funding
environments, with average prices
(self-reported average prices includ:
tuition, fees, room and board, and
expenses) for full-time dependents who
do not live at home of $8,856 at
OSSHE institutions, $16,124 at private
colleges and $4,620 at community
colleges. The provision of grant aid
(from public and private sources)
substantially reduces the average price
of attendance in all three sectors and is
particularly effective for low- and
moderate-income  families  (under
$35,000). For full-time dependents
attending OSSHE institutions, grnt
aid on average lowers attendance costs
by 12 percent, compared with 32
percent at private institutions and 13
percent at community colleges. Grant
aid also greatly reduces the price
differences between sectors.  After
receipt of grant aid, the average price
difference between OSSHE and private
colleges falls from $8,305 to $2,523

i¥5

for a low-income (under $20,000)
dependent and from $9,418 to $4,989
for a middle-income ($35,000-
$49,999) dependent.

Despite significant grant aid, families
at all income levels represent the
primary underwriter of attendance
costs. For dependents, responsibility
for meeting costs are evenly split
between the students and their parents,
with student responsibility rising as
family income decreases. At the same
time, neither student nor parents
adequately prepare for college.

Less than 38 percent of all parents
save for college and less than 25
percent of all dependents contribute to
their education through some form of
savings. Given this level of
participation and minimum reliance on
current income to help fund expenses,

loans represent a large and
increasingly critical funding
component for college. Nearly 50

percent of all OSSHE, 70 percent ot
all private college and 25 percent of
all community ccllege students borrow
to help pay for college, and as family
income declines, the incidence of
borrowing and levels of debt tend to

rise.
Under current policy, low- and
moderate-income (under  $35,000)

families still face the highest burden of
responsibility relative to family
resources. This burden is reflected in
the incidence of borrowing, sacrifice
of current income, and hours of
student employment. While middle-
income ($35,000-$49,999) families are
large borrowers as well--and in the
case of private colleges demonstrate
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the highest loan levels of any group--
that burden must be considered in light
of the limited effort middle-income
families demonstrate to save for
college or sacrifice current income.

Low and moderate income (under
$35,000) parents of dependents
attending public or private four-year
colleges exhibit nearly identical levels
of support regardless of sector, while
middle-income ($35,000-$49,999)
parents with dependents attending
private colleges contribute nearly
$2,700 more than their public sector
counterparts. These differences in
parental effort help explain the
observed similarity in income
distributions between public and
private four-year institutions, despite a
large gap in tuition. Overall,
comparatively few parents fail to
contribute either through loans,
savings or income towards their
children’s education, and yYamily
contributions in general meet or

exceed federal expectations across all
incomes. While this behavior is
perhaps expected, it is an important
confirmation of parental commitment
towards postsecondary education in
Oregon.

For dependents, an increase in
attendance costs would be borne both
by parents and students, with students
assuming greater responsibility
overall. Moreover, as family incomes
decrease, student responsibility rises.
In terms of type of support (current
versus future income), reliance on
loans would nearly double from 17
percent today to nearly 31 percent of
all additional costs. For independents,
reliance on loans would be even
greater, with 50 percent of each new
dollar in costs met through debt rather
than savings or current income.
Independents were also more likely to
reduce course loads to help offset
additional costs and extend their time
to completion.

Faced with a specified cost increase
and no additional grant aid, 54 percent
of all OSSHE, S5 percent of all
private college and 42 percent of all
community college families would take
some other course of action rather
than pay the increase. For all three
sectors, families with incomes above
$65,000 were the most likely to
remain at their current institutions and
pay the additional cost.

Among th >se who would not pay the
increase, almost all families at four-
year institutions would instead attend
a lower cost institution, with a large
movement of public and private
students to community colleges (36
and 24 percent respectively) and from
private institutions to OSSHE
institutions (17 percent).

The study was prepared by Human
Capital Research of Chicago. Copies
of the complete report may be
available by calling (312) 342-0440.
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Seeking financial help . . . ..
Applicants for Title IV

Federal Student Financial Aid

For the 1993-94 academic year,
8,770,409 students applied for federal
student financial aid to help pay
college attendance costs. Expressed
another way, of the 15.3 million
postsecondary students in the fall of
1993, 57 percent sought help to pay
for some or all of their tuition, fees,
books and supplies, food, housing,
transportation, personal and medical
care while enrolled in a postsecondary
‘ins:iru:ion.

Of these 8.77 million official
applications, 8.5 million were valid
{completed), 5.4 million were eligible
to receive federal Pell Grants, and 3.8
million applicants actually received
Pell Grants.

In this analysis we examine data
prepared by National Computer
Systems (federal contractor) and
submitted to the U.S. Department of
Education on applicants for federal
Title IV student financial aid for the
1993-94 award year.

| Naticnal Computer Systems. 1993-94

.' Title IV/Federal Pell Grant Program
End-of-Year Report. Washington, DC:
U.S. Department of Education.

States and institutions also use data
collected on the federal application to
allocate their financial aid (although
supplemental forms may also be used
to collect additional information for

state and institutional financial aid
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Applications by Source

Applicants for federal student financial
aid could apply in several ways.
Applicants could submit applications to
one of three Multiple Data Entry
processors: American College Testing
(ACT) Program, College Scholarship
Service (CSS) or the Pennsylvania
Higher Education Assistance Agency
(PHEAA). Or a student could apply
on the Free Application for Federal
Student Aid (FAFSA) submitted
directly to the Central Processing
System via an electronic Application
or electronic Renewal Application
Process. '

Applications from any source go
through the identical federal formulas

to determine expected family
contributions and Pell eligibility.
However, applicants from differeat
sources qualify for Pell Grants at
different rates. These differences are
thc result of differences in the
demographics of the populations using
each application source. For example,
applicants using the College
Scholarship Service are eligible for
Pell Grants at the lowest rate, 50.2
percent, while those using renewal
applications qualify at a rate of 93.8
percent.

Similarly, eligible Pell Grant
applicants claim their awards at
differing rates. Those using the Free
Application for Federal Student Aid
claim their awards at the lowest rate,

Applicants by Application Source
1993-94

PHEAA 4.57

Elec App

Renew App .3%

Official Applications = 8,770,408
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67.3 percent, probably because they
have not enrolled in postsecondary
aducation. Those filing renewal
applications claim their Pell Grants at
the highest rate at 93.0 percent.

Federal Title IV Student Aid

The federal student financial aid
programs included under Title IV of
the Higher Education Act of 1965 are:

Pell Grant Program: Pell Grants are
usually packaged as the first form of
financial aid. They follow the
Expected Family Contribution from
need analysis in financing the student’s
college budget. Pell Grants ranged in
size from $400 to $2300. They are
targeted on students from the lowest
family incomes--roughly the bottom
quartile of the dependent family
‘income distribution.

For 1993-94 5,382,698 Title 1V
applicants were eligible to receive Pell
Grants. Of this total, 3,755,675
received them on enrolling in an
eligible postsecondary institution.
They received a total of
$5,654,453,265 in Pell Grants, or an
average of $1506 each.

Federal Family Education Loan
Programs:  Formerly known as
Guaranteed Loans, FFELs include
Stafford Loans, PLUS Loans, and SLS
Loans. Loan funds come primarily
from commercial lenders, are
guaranteed by state or private non-
profit guaranty agencies and
reimbursed by the federal government.
Loans provide more dollars to students

than all other federal Title 1V
programs combined.
Stafford Loans are used by

undergraduate and graduate students.
In 1993-94 4.495 million loans were
issued for $13.5 billion, or an average
of $3001 each.

PlLUS Loans are available to parents

ERIC
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with good credit histories for the
education of their dependent children
who are enrolled at least half-time.
For 1993-94 344,000 PLUS loans
were made to parents totaling $1.3
billion, at an average of $3817 each.

Supplemental Loans to Students (SLS)
are available to all independent and
graduate students, and to dependent
graduate students in certain cases. In
1993-94 808,000 SLS lcans were
made totaling $3.06 billion, or an
average of $3789 each.

192

Supplemental Educational
Opportunity Grant Program: The
SEOG Program provides grants to
undergraduate students with
exceptional finan. ¢qjneed. In 1993-94
1,068,102 students were awarded
$752.7 million, or an average of $705
each,

Perkins Loan Program: These loans
are administered by institutions with
federal capitalization to undergraduate
and graduate students. They are low-
interest and long-term. During 1993-
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Dependent Title IV Applicants by State
1993-94
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94 684,730 students received $918.7
million or an average of $1342 each in
Perkins Loans.

College  Work-Study  Program:
These funds are used by students in
part-time employment to help finance
college attendance costs. In 1993-94
711,906 students received $771.4
million, or an average of $1084 each.

Title IV Applicants by State
The number of official Title 1V

financial aid applications by state of
residence of the applicant was

8,770,409. They were distributed by
state and other jurisdictions as shown
in the column to the right.

A majority of these applicants--55.1
percent--were independent. That is,
they were 24 years or older, or a
military veteran, or an orphan or ward
of the court, or have legal dependents,
or a graduate or professional student
who declared that they wou'1 not be
claimed by their par ats as
dependents, or be determined by a
financial aid administrator to be
independent by documented special
circumstances.

180
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State/Jurisdiction Applications
Alabama : 140,139
Alaska 15,035
Arizona 129,715
Arkansas 75,277
California 901,168
Colorado 130,337
Connecticut 88,775
Delaware 17,638
District of Columbia 17,175
Florida 393,224
Georgia 218,871
Hawaii 21,460
Idaho 39,824
Illinois 383,074
Indiana 194,736
Iowa 115,018
Kansas 92,381
Kentucky 123,253
Louisiana 158,899
Maine 41,568
Maryland 139,328
Massachusetts 215,934
Michigan 352,716
Minnesota 183,140
Mississippi 95,818
Missouri 171,743
Montana 36,640
Nebraska 65,539
Nevada 26,494
New Hampshire 35,128
New Jersey 228,593
New Mexico 65,585
New York 763,986
North Carolina 168,113
North Dakota 30,247
Ohio 372,511
Cklahoma 123,817
Oregon 106,431
Pennsylvania 399,009
Puerto Rico 221,305
Rhode Island 37,669
South Carolina 110,701
South Dakota 31,567
Tennessee 147,604
Texas 540,405
Utah 77,106
Vermont 21,184
Virginia 182,497
Washington 166,798
West Virginia 54,225
Wisconsin 162,175
Wyoming 18,940
All others 119,894
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The chart on the previous page shows
the proportion of official applicants
who were dependent by state in 1993-
94. The proportion ranged from 30
percent in Utah to 57 percent in
Pennsylvania.

Dependent Applicants

Dependent  applicants are the
traditional undergraduate four-year
college and university population:
mostly 18 to 23 years old, fresh out of
high school, usually pursuing four-
year degrees in four-year colleges or
universities although some are found
in two-year colleges too.

Most important for financial aid need
analysis, they are still dependent on
their parents for financial support.
Need analysis examines their parental
resources to calculate an expected
parental contribution to the financing
of the applicant’s postsecondary
education.  After the parents’ and
applicant’s income and assets are
assessed to determine an Expected
Family Contribution (EFC), the
remaining difference between college
attendance costs and EFC is the
applicant’s financial need. That need
is packaged with grants, loans and
earnings from employment to complete
the financing of the applicant’s college

Dependent Applicants from Family Incomes below $20,000

budget.

Federal financial aid is targeted on
needy students. And federal Pell
Grants and Supplemental Grants in
particular are targeted on low family
income students. In 1993-94 about
one-third of all dependent Title 1V
applizants came from families with
incomes below $20,000. This
corresponds closely to the bottom
quartile of family income for all high
school graduates.

The proportion of each state’s
dependent applicants from families
with incomes below $20,000 per year

" ranged from 17.3 percent in New

Hampshire to 77.7 percent of Title IV

1993-94 applicants from Puerto Rico.
Generally speaking states with the
Puerto Rico i smal.lest proportion‘ . of dePendent
Mississippi 50.8 applicants from families earning less
Cailforas T than $20,000 per year were northern
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Dependent Pell Grant Recipients at Maximum Grant ($2300)
1993-94
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was $2300. In 1993-94 29.3 percent
of all Pell Grant recipients received
the maximum allowable Pell Grant.
However, this proportion varied
widely across states, from 13.5
percent of all dependent Pell Grant
recipients in South Dakota to 57.1
percent in Puerto Rico.

Independent Applicants

In FY 1978 38 percent of all Pell Grant
recipients were financially independent
of their parents. By FY1994 this
proportion had increased to 59
percent. These older students have

} + 3
T t

30 40 50 80

Maximum Pell Percent of Total

come to dominate enrollments in
higher education, applicants for Title
IV stadent financial aid, recipients of
Pell Grant awards and Pell Grant
dollars over the last fifteen years.

Because independents do not report
their parents’ incomes, the family
incomes of independent applicants are
much iower than are the family
incomes of dependent applicants. For
1993-94, median family income for
dependent Title IV applicants was
$30,523, compared to $9189 for
independent applicants for student
financial aid.

120
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In 1993-94 about 36 percent of all
independent aid applicants had family
incomes below $6000. By staie this
proportion ranged from 23.9 percent
in Vermont to 61.5 percent in Puerto
Rico. Several of the largest states,
such as New York, Illinois, Ohio and
Pennsylvania reported very large
numbers of independent applicants
with family incomes below $6000.
States with the smallest percentages of
independent applicants with family
incomes below this figure tended to
border Canada.

Like dependents, th: proportion of
independent Pell Grant recipients

. receiving the maximum allowable Pell

Grant has increased steadily and
substantially over the last 15 years.

Fiscal Percent
Year Number of Total
1978 56,676 8.0%
1979 50,958 7.6%
1980 76,821 9.0%
1981 113,547 10.3%
1982 144,110 12.7%
1983 151,212 13.1%
1984 207,828 15.9%
1985 185,647 13.9%
1986 244,905 17.3%
1987 292,358 20.4%
1988 335,009 20.2%
1989 404,568 21.8%
1990 421,549 21.5%
1991 476,210 23.1%
1992 551,210 23.7%
1993 619,596 24.9%
1994 655,734 29.5%

Summary and Conclusions

The federal Title 1V financial aid
application system initiates & system
that ultimately leads to the awarding of
$46.8 billion in federal, state and
institutional financial aid to students
according to data reported by The
College Board. Nearly all of this aid—
except military benefits and merit
scholarships—is awarded to students on
the basis of financial need calculated
from information supplied by

BEST COPY AVAILABLE
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students on any of the several aid
application forms approved for use.

The financial aid application system of
Title 1V is truly massive. Nearly 8.8
million Americans submitted official
applications for financial aid. (An
additional 201,000 submitted unofficial
applications.) One out of every 12
Americans 18 and over submitted an
official Title IV application for aid.

The 8.77 million official Title IV
applications are reduced to 8.52
million when incomplete applications
are unresolved, and further to 6.89

million applications when Pell eligible

non-claimants are deducted. Of these

6.89 million applicants:

® 3.75 million received federal Pell
Grants

® 4.495 million
Stafford Loans

® 344 million received federal PLUS
Loans

¢ 808 million received federal SLS
Loans

® .685 million received federal
Perkins Loans

® 712 million received federal
College Work-Study earnings

® 1.068 million recx - ° federal

received federal

Independent Applicants from Family Incomes below $6000
1993-94
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Supplemental Educational
Opportunity Grants

¢ 1.627 million received state-funded
need-based monetary awards

® ‘An additional unknown number
received institutionally awarded
grants and scholarships

Each of the 6.89 million aid applicants

received an average of 1.7 federal

financial aid awards in 1993-94, plus

an addition .2 stte awards.

Each dependent and independent Title
1V financial aid applicant completes
identical questions depending on their
status on one of several federal or
private financial aid forms to enter the
system. When the application is
complete, the application data is
processed through federal formulas for
dependent and independent applicant
situations to determine an Expected
Family Contribution.

The resulting EFC is deducted from
the cost of attending college to
determine financial need. This need is
then met through grants, scholarships,
loans and eamings to enable the
applicant to pursue his or her intended
year of postsecondary study.

This standardized system allocates
federal student financial aid dollars
according to demonstrated financial
need. Unlike state funding of higher
education, only about 7 percent of
which is targeted on financially needy
students, nearly all federal funding for
the education of students is targeted on
financially needy students.

This system also has redistributional
effects, from federal taxpayers to
needy students, and from states that
pay more in federal taxes than they
receive in federal benefits to states that
pay less in federal taxes than they
receive in federal benefits.  This
redistributional aspect is central to
announced federal policy objectives to
equalize  postsecondary education
opportunities for students from needy
low- and middle-income families.
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Is college still worth it?

For whom?

Private Economic Benefits and Costs
of Baccalaureate Education, 1975 to 1994

Since 1980 college attendance costs
have increased much faster than
inflation, nearly S percent beyond the
Consumer Price Index for each of the
last 15 years. This price run-up has
occurred while family incomes have
remained essentially flat, and in fact
have declined in CPI adjusted dollars
since 1989.

This increase in college attendance
costs far beyond family incomes and
financial aid has clearly created a
most serious problem of college
affordability. If family incomes plus
financial aid cannot keep up with the
increases in college attendance costs,
then a growing share of the population
will be unable to make college access,
choice and persistence enrollment
decisions without regard to their
limited financial resources.

However, the economic returrns 1o a

baccalaureate level education

compared to a high school education

have also grown since the early 1970s.

® In 1950 a male 25 to 34 years old
with a bachelor’s degree earned 13
percent more than did another male
with a high school diploma.

® By 1971 the college graduate
earned 27 percent more.

® By 1981 the college graduate
earned 34 percent more.

® By 1990 the college graduate
earned 47 percent more.

® By 1994 the college graduate
earned 65 percent more than the
high school graduate.

We find similar growth in the income

advamtage of families headed by

college graduates compared to families

headed by high school graduates.

® Between 1956 and 1981, families
headed by persons with a

ERIC
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bachelor’s degree earned about 40
percent more than did families
headed by persons with a high
school diploma.

® In 1982 this jumped to 50 percent.

® By 1990 the advantage was 63
percent.

® By 1993 the income advantage was
77 percent.

187

In this analysis we compare college
attendance costs not to the parental
income of the student (which addresses
the affordability issue), but to the
lifetime income advantage of the
student with a bachelor’s degree
compared to the lifetime income of a
person of the same gender and
race/ethnicity with a high school
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diploma. We also make the
comparison for both public and private
colleges. Our analysis covers the
twenty years from 1975 to 1994.

In a more complex form, a more
extensive benefit/cost analysis would
produce an estimate of the private rate
of retum on a college investment
decision. The complexity would result
from the addition of costs not included
here (other college attendance costs,
foregone income, financing costs for
those using loans, risk factors, etc.),
offsets to cost for financial aid, some
addition for non-pecuniary quality-of-
life benefits of being college educated,
and the discounting of all future values
to present values. Such estimates are
important to individuals and families
evaluating alternative investments to
choose the one that produces the
greatest net benefit to the investor.

However, such is not our purpose
here. In this analysis we are simply
interested in the relationship between
the run-up in college attendance costs
since 1979 and the run-up in the
lifetime income advantage of college
graduates compared to high school
graduates during about the same
period of time.

The questions we address are:

® How have these relationships
changed over the last twenty years?

® Do the relationships between
benefits and costs vary for the
genders and major racial/ethnic
groups?

Data and Analysis

This analysis is a simple benefit/cost
calculation.

® The benefit is the lifetime income
advantage enjoyed by a college
graduate compared to the lifetime
income of a high school graduate.
The cost is the institutional charges
incurred by the individual over the
four years required to obtain the
baccalaureate degree.

Lifetime Income/Institutional Charges Ratios

by Gender and In

stitutional Control

1975 to 1994
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® The ratio of lifetime income to four
years of institutional charges is the
goal of the analysis.

Our analyses examine lifetime
earnings by gender and race/ethnicity
because on average people from these
backgrounds are paid differently in the
labor market for many reasons not
important here. Cur analyses also
control for public and private high
education because of the large
disparities in institutional charges--
particularly tuition and fees--between
public/subsidized and private/

185

Year

unsubsidized institutions. These

analyses are made for each year from
1975 through 1994,

The sources of data are two. Income
data by educational attainment, gender
and race/ethnicity are collected by the
Census Bureau in the Current
Population Survey, and published in
Current Population Reports, Series
P20. The most recent published data

appear in:

Kominski, R., and Adams, A. (May
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1994.) Educational Attainment in the

United States: March 1993 and 1992. Lifetime Income to Institutional Charges Ratios
Current Population Reports, P20-476. by Gender and Institutional Control
Washington, DC: U.S. Government 1975 to 1994
Printing Office.
<-- Income > <--Pub Cost——> Incm/ <--Priv Cost--> Incm/
Data on institutional charges are Bachlr ES Inst ~Degres Cost Inst Degree Cost

X Year Degree Grad Diff Lifetim Chrgs Cost Ratio Chrgs Cost Ratio
coilected by the National Center for —— -

Education Statistics in the annual A B C=A-B  D=Cx40 E FPExé GD/F H I=Hx4 J=D/I

Integrated Postsecondary Education .~ T T TTTTm oTTTm T omeem TR TR

Males
Data System (IPEDS) and other ~  -—--
institutional surveys. The results are 1894 $44,388 $23,707 $20,681 $827,240 $6,365 $25,460 32.5 $15,904 $63,616 13.0
. . . . 1993 41,402 22,966 18,436 737,440 6,020 24,080 30.6 15,009 60,036 12.3
P“bl_'sked in the Digest of Education 1992 40,038 22,978 17,061 682,440 5,695 22,780 30.0 14,273 57,082 12.0
Statistics. Institutional charges include 1991 38,484 22,663 15,821 632,840 5,243 20,872 30.2 13,237 52,948 12.0
tuition, fees, room and board. 1990 38,901 22,378 16,523 660,920 4,975 19,800 33.2 12,284 49,136 13.5
1989 38,692 22,508 16,184 647,360 4,678 18,712 34.6 11,474 45,896 14.1
1988 35,906 21,481 14,425 577,000 4,403 17,612 32.8 10,659 42,636 13.5
Snyder, T. D., and Hoffman, C. M. 1987 33,677 20,364 13,313 532,520 4,138 16,552 32.2 10,039 40,156 13.3
Oc i i . E(} . 1986 33,376 19,453 13,923 556,920 3,859 15,436 36.1 9,228 36,912 15.1
(October 1995.) Digest of Education 1985 31,433 18,575 12,858 514,320 3,682 14,728 34.9 8,451 33,804 15.2
Statistics 1995. National Center for
Education Statistics, NCES 95-029. 1984 29,203 18,016 11,187 447,480 3,433 13,732 32.6 7,759 31,036 14.4
) Y 1983 27,239 16,728 10,511 420,440 3,196 12,784 32.9 7,126 28,504 14.8
Washington, DC: U.S. Government 1982 25,758 16,160 9,598 383,920 2,871 11,484 33.4 6,330 25,320 15.2
Printing Office. 19681 24,353 15,900 8,453 338,120 2,550 10,200 33.1 5,594 22,376 15.1
1980 23,340 15,002 8,338 333,520 2,327 9,308 35.8 5,013 20,052 16.8
Gender 1979 21,482 14,317 7,165 286,600 2,145 8,580 33.4 4,609 18,436 15.5
1978 19,861 13,188 6,673 266,920 2,038 8,152 32.7 4,240 16,960 15.7
B . 1977 18,187 12,097 6,085 243,800 1,935 7,740 31.5 3,977 15,908 15.3
secause of the very large differences 1976 16,714 11,189 5,525 221,000 1,811 7,244 30.5 3,625 14,500 15.2
in income between men and women, 1975 15,758 10,475 5,283 211,320 1,648 6,592 32.1 3,379 13,516 15.6
even after controlling for educational
attainment, we calculate the ratios of f"ff:f
lifetime income to institutional charges 1994 24,686 13,326 11,360 454,400 6,365 25,460 17.8 15,904 63,616 7.1
separately for men and women. The 1993 23,679 12,854 10,825 433,000 6,020 24,080 18.0 15,009 60,036 7.2
. 1992 23,991 14,128 9,863 394,520 5,695 22,780 17.3 14,273 57,092 6.9
re§ults are shown in both the table on 1991 22.802 13,523 9,279 371,160 5,243 20,972 17.7 13,237 52,948 7.0
this page and the chart on page 9. 1990 21,933 12,986 8,947 357,880 4,875 19,800 18.0 12,284 49,136 7.3
. 1989 21,089 12,468 8,621 344,840 4,678 18,712 18.4 11,474 45,896 7.5
For men g@dmtmg from an average 1988 19,216 11,857 7,359 294,360 4,403 17,612 16.7 10,659 42,636 6.9
cost public 4-year college or 1987 18,217 11,309 6,908 276,320 4,138 16,552 16.7 10,039 40,156 6.9
university, the lifetime income 1886 17,623 10,606 7,017 280,680 3,859 15,436 18.2 9,228 36,912 7.6
advantag; over high school graduates 1985 16,114 10,115 5,999 239,960 3,682 14,728 16.3 8,451 33,804 7.1
was $827,240 in 1994. Their costs of 1984 14,865 9,561 5,304 212,160 3,433 13,732 15.5 7,759 31,036 6.8
four years of college was $63,616. 1983 13,808 9,147 4,661 186,440 3,196 12,784 14.6 7,126 28,504 6.5
. 1982 12,511 8,715 3,796 151,840 2,871 11,484 13.2 6,330 25,320 6.0
Therefore each dollar spent on gaining 1981 11,386 8,063 3,321 132,840 2,550 10,200 13.0 5,594 22.376 5.9
the degree from a public 4-year 1980 10,628 7,423 3,205 128,200 2,327 9,308 13.8 5,013 20,052 6.4
institution returned $32.50 in increased 18
e . 1979 9,474 6,741 2,733 109,320 2,145 8,580 12.7 4,609 ,436 5.9
hf‘f"'me income to men in 1994, or th,e 1978 8,408 6,192 2,216 88,640 2,038 8,152 10.9 4,240 16,960 5.2
ratio was 32.5. The ratio is 1977 7,923 5,624 2,299 91,960 1,935 7,740 11.8 3,977 15,908 5.8
considerable lower for males 1976 7,383 5,240 2,143 85,720 1,811 7,244 11.8 3,625 14,500 5.9
. ; 86,440 1,648 ,592 13.1 3,379 13,516 6.4
graduating from' an average cost 1875 6,963 4,802 2,181 6
priVate instituti~~_ In 1994 it was 13. 1-Census Bureau, Current Population Survey, P20-476, pp. 99-101. .

2-Nstional Center for Education Statistics, 1995 Digest, pp. 317-C18.
Between 1975 and 1986 this ratio
increased from about 31 to a peak of
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36 for public institution graduates, and
has since declined somewhat. For
graduates of private institutions the
peak occurred in 1980 at 16.6, and
has since dropped to 13.0 in 1994.

A somewhat different picture emerges
for women. The lifetime
income/institutional charges ratio is
lower, because women earn
substantially less than men at any level
of educational attainment. In 1994 the
ratio for women gradusies of public
institutions was 17.8 and of private
institutions was 7.1.

However, unlike for men, these
income/cost ratios clearly improved
for women during the last twenty
years. The improvement occurred
mainly between 1978 and 1986, but
persists at these mid-1980s levels
through 1994. For men from both
public and private institutions these
ratios have declined.

Race/Ethnicity

The income data reported by the
Census Bureau are available for
racial/ethnic  groups--white, black,
Hispanic--by gender. We have
charted a summary of these data on
page 8. Due to space limitations, we
will illustrate the data here only for
blacks. Copies of the three
spreadsheets for whites, blacks and
Hispanics (similar to the one on page
10) are available to subscribers on
request.

The lifetime income to institutional
charges ratios for black males and
fernales from public and private
institutions are shown in the chart on
this page. The spikiness of the charts
is due, at least in part, to sampling.
Roughly speaking for the last three
years black males with bachelor’s
degrees will earn back about $25 in
increased income over high school
graduates for every dollar in
institutional charges in public colleges
and universities they incur. The

ERIC
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Lifetime Income/Institutional Charges Ratios
for Blacks by Gender and Institutional Control
1975 to 1994
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return is somewhat lower--about $23--
for black females. These returns
appear to be increasing over the last
twenty  years. From private
institutions the returns are about $10
in increased income per dollar of
institutional charges for males, and $9
for females. Over the last twenty
years these returns have been stable.

For Hispanics (not shown) very large
differences in the lifetime
income/institutional cost ratios
between genders are apparent.
Hispanic men appear to benefit greatly

2010

4 85 86 87 88 89 90 91 92 93 04
Year

from college, earning back about $32
in increased lifetime income per dollar
spent in public institutions, and
Hispanic women earn back
substantially less, about $14. This
gender gap is greatest among
Hispanics and least among blacks. -

In fact these data and others reported
previously in OPPORTUNITY suggest
that Hispanic women receive the
smallest gains from college of any
gender and racial/ethnic group. While
the economic gains from college are
huge for males, they drop off with
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gender, race/ethnicity other than
white, and from private compared to
public colleges.

A more complete analysis that
included data on incomes of private
college graduates compared to public
college graduates and the cost-
reducing effects of financial aid in the
forms of grants or scholarships to
students from low income backgrounds
could alter these findings somewhat.
However, in this form the differential
labor market treatment of college
graduates from different gender and
racial/ethnic backgrounds implies wide

variations in private rates of return on
higher education investments made by
individuals to persons from different
racial/ethnic and gender backgrounds
graduating from differently priced
colleges.

Summary and Conclusions

This analysis finds large lifetime
income gains for college graduates
over high school graduates relative to
institutional charges. This finding
applies to both genders, all
racial/ethnic groups, and graduates
from both public and private colleges.

Change in Lifetime Income/Institutional Charges Ratios
by Race/Ethnicity, Gender and Institutional Control
between 1979 and 1994

White/Fernale/Public 1
All/Female/Public 1
Hispanic/Female/Public -
Yhite/Female/Private
All/Female/Private
Hispanic/Female/Private 1
Black/Male/Public
Black/Female/Public 1
All/Male/Public 1

Black/Female/Private

Black/Kale/Private
Hispanic/Male/Public
All/Male/Private
Hispanic/Male/Private
White/! Iﬂeﬁubllc -3.6

White/Male/Private 1 -3.8

5 -4 -3 2 -

b b e e
0 1 2 3 4 65 6 7

Ratio of Lifetime Income to Institutional Charges
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These gains vary substantially,

however, for different groups.

® Men gain more than women, due to
income differences between men
and women in the labor force.

®. Graduates of public colleges gain
substantially more than do
graduates from private colleges due
to the very large differences in the
price of public/subsidized higher
education compared to private/
unsubsidized colleges.

® Whites gain somewhat more than
do blacks or Hispanics with their
college degrees. This may be due
to fields of study and occupations
chosen.

The disparity in the private returns to
a baccalaureate education suggest
attempts to equalize higher educational
opportunities cannot be met only
through financial aid. The labor
market into which college graduates
go to seek the benefits from their
higher education investment treat
women differently than men, and
minorities somewhat differently than
whites. Private  rate-of-return
estimates will find women and
minorities getting lower rates of return
on their higher education investments
than white males where the income/
cost ratios calculated here are highest.

Since 1979 when the cost-shift from
taxpayers to students began, our
income/cost ratios have still managed
to improve for some groups. Notably
for women, the increase in lifetime
income gain from college over high
school has been faster than increases
in institutional charges. This helps
explain the large gain in collegiate
enrollments and graduates among
women, as well as the problem of
male enrollments in higher education.

Finally, when college costs are
compared to lifetime income gains and
not family resources, the benefits of
the investment are clear and
compelling. Attending college is not
really a choice.
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Choose Reform, Not Declining Quality
A Citizens League Policy Statement

In 1970 ProfessorsLee Hansen and Burton
Weisbrod of the University of Wisconsin
proposed that Wisconsin restructure public
finance of higher education. Instead of
appropriating state resources to public
institutions, Hansen and Weisbrod
proposed that Wisconsin target its higher
education funding on financially needy
students. Their proposal was called the
Higher Education Opportunity Program.
Their proposal was not adopted, although
many states have moved gradually in this
direction.

In August of 1995, the Citizens League of
Minnesota proposed taking state funding
Jor Minnesota higher education in the
direction proposed by Hansen and
Weisbrod. The Citizens League is a
citizen-based vrganization that examines
public policy choices, makes
recommendations and advocates their
adoption.  This proposal is a part of a
larger examination of state revenues and
JSunding for Minnesota. The complete
report under the title to this article is
available from the Citizens League at (612)
338-0791. A valuable follow-up report
titled “An Agenda for Reform:
Competition, Community, Concentration”
(November 1995) is available from
Minnesota Planning at (612) 296-3985.

INTRODUCTION

Minnecsota’'s current practice  of
appropriating 90 percent of its general
fund monics for higher cducation to the
two large systems fails to reward
innovation and efficiencies in delivery of
higher cducation. The following
recommendations propose a radical change
in Minnesota's approach to funding higher
education. In this scheme. 60 percent of
appropriated funds would go to students,
who would be free to spend those funds at
thc Minncsota campuses the students
believe provide the highest quality
education. Increascd emphasis would be
placed on performancc-based funding for
the University of Minnesota and the
Minnesota State Colleges and Universitics
System (MnSCU). Support for the state's
long-term economic growth would be
cnhanced through increased higher
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cducation opportunities for more
Minnesotans and through direct
appropriations to support rescarch in
sectors vital to the state’s economy.

CURRENT AND FUTURE TRENDS

® State general fund support for higher
education between 1987 and the 1996-
97 biennium has declined as a
percentage of general fund expenditures
from 15.8 percent to 11.8 percent.

® Between 1985 and 1995, tuition and fee
increases exceeded increases in
Minnesota per capita income adjusted
for inflation.  Constant-dollar per
capita income grew by 13 percent,
while constant dollar tuition and fec
increases ranged from 17 percent in the
community colleges to 55 percent in
private colleges.

® Approximately 90 percent of state
gencral fund appropriations for higher
education are made to the Uriversity of
Minnesota and MnSCU systems.
Approximately 10 percent is
appropriated for student financial aid.

® In 1994, the Minneapolis/St. Paul
metropolitan area accounted for 46
percent of high school graduates. By
the year 2011, the Twin Cities share
will increase to 56 percent. The total
number of statewide high school
graduates will increase from
approximately 52,000 in 1994 to
68,000 in 2008.

® Nonwhite 15-24 year olds accounted
for 7.5 percent of Minnesota's
population in 1990, but the share is
projected to increase to 19 percent by
2020, with the most rapid incrcases
expected in the metropolitan area.

® According to the 1994 State Survey, 70
percent of Minnesota adults plan to
pursuc  some type of leaming
opportunity in the next threc years,
compared with 43 percent of
Minnesotans who said they uscd
learning opportunitics in the preceding
year.

® Therc is a substantial geographic
mismatch  between  post-secondary
education opportunities and
concentrations of population. Fifty-
three of the state’s 66 public post-

20z

scecondary campuses are located outside
the metropolitan area. (All data above:
Mirnesota Higher REducation
Coordination Board.)

THE PROBLEM: WHY
INCREMENTAL CHANGE WON'T BE
ENOUGH

These trends—declining per-student
appropriations, rising tuition, and growth
in the population of college-age
persons—have disturbing implications for
the state. Population growth implies
increased spending just to keep per-student
investment static. Budget pressures in the
institutions imply continued, or worsening,
pressure to raise tuitions.

At the same time, the population of pcople
of color as a percentage of the college-age
population is rising rapidly. High school
dropout rates for students of color are
appalling. People of color, who are
disproportionately poor and low-income,
face significant financial barriers to
attendance—another pressure for increased
spending, not reduced. Once enrolled,
students of color are more likely to drop
out for a wide wvariety of reasons,
including financial reasons; only 31
percent of American Indian students, and
39 percent of African American students,
were still enrolled full-time four years
after entering four-year institutions
{compared with 55 percent of Asian
students and 54 percent of white students).

These population trends and the systems’
poor performance with students of color
and low-income students pose a human
capital disaster for the state, aside from
raising other important issues of equity and
Jjustice.

The political economy of the higher
education system points to ever rising costs
of operation—cost creep, maybc even
galloping cost creep. But the political
cconomy of state and national governments
points to static or falling public spending
for higher education.

Thus any list of "salami-tactic” cuts—close
campuses, frecze salarics, or drop
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departments—would be non-strategic and
pointless.- Instead, recommendations must
seek structural change in the political
economy of the higher education system.
Reforms are needed to recast incentives,
priorities and accountabilities to spur self-
generated cost control and quality
improvement.

FIVE PRINCIPLES FOR BETTER
VALUE: SUMMARY
RECOMMENDATIONS

Principle 1. Target public subsidies
directly to people who are financially
needy. Under this proposal, need-based
financial aid for low and middle income
students would be nearly tripled, thus
providing access to higher education
opportunities for more Minnesotans.

Principle 2. Use competition as a tool to
align institutional self-interest with the
public interest. The scheme proposed
here would place 60 percent of the state
education funds in the hands of students
and would force Minnesota higher
cducation institutions to compete by
providing high quality education services
that meet the needs of consumers. In
addition, efficiency and innovation would
be fostered through competition to meet
performance objectives within the two
systems.

Principle 3. Allow prices of public
services to reflect true costs, including
the social costs of individual decisions.
Tuitions would be allowed to rise to reflect
instructional costs. These increases would
be offset by the availability of increased
siate grants and lifctime learning grants
appropriated to all Minnesota students.

Priaciple 4. Meet more public
responsibilities through non-
governmental communities in which
people already have relationships with
mutual obligation. The proposed system
would include an extensive information,
education and outreach effort. in
partnership with communitics that have the
trust of low-income students and students
of color.

Principle S. Consider long-term
economic growth to be one of the
objectives of state spending. The
renewed commitment to producing well-
lﬁdn.cltcd post secondary graduates to

lifetime learing, and to funding necessary
research will maintain and vitalize
Minnesota’s economy.

DISCUSSION

The 1996-97 biennial appropriations for
higher education continued to be provider-
driven, not consumer-driven.
Approximately 90 percent of the $§1.1
billion appropriated will go to the two
large public systems to operate the state's
66 traditional campuses. Only 10 percent
of the general fund appropriations will go
to students for direct financial assistance.
The legislature rejected a proposal to
create an independent commission to
evaluate the feasibility of closing
inefficient, low quality or under-enrolled
campuses in order to shift scarce resources
to high quality institutions better able to
meet future demand for higher education
services, including the provision of more
technology based post-secondary learning
opportunities.

State appropriations, on a per-student basis
in constant dollars, will actually decline in
the coming biennium. The increasing
demands for state spending on K-12
education, social services, and criminal
justice have reduced the state spending
commitment for higher education at a time
when demand for post-secondary education
opportunities is increasing. The result of
this tend is that state government has
adopted a de facto high tuition policy,
most recently cvidenced by the
announcement of a 7.5 percent per year
tuition increase at the University of
Minnesota.

The Legislature has rejected  the
opportunity to support significant new
technological initiatives in higher education
in order to support traditional institutions
and faculty. While appropriations were
provided to continue to expand the
Leaming Network of Minnesota, the
legislature rejected proposals to create an
open leamning institution and a consortium
to deveclop alternate delivery
methodologies. ‘

To maintain higher education

opponunities, particular for low- and

middle-income  students,  increascd

rcsources must be madc available fo

students through financial aid programs to

meet the state’s higher tuitions. Proposcd
€}
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changes in federal suppont for financial aid
programs will increase the financial
burdens on low and middle income
students and will exacerbate the growing
problem of inadequate access to post-
secondary educational opportunities.

IMPLICATIONS OF FEDERAL CUTS
Higher education has already experienced
reduced per-student appropriations for the
1996-97 bicnnium. Further growth in the
budgets of other state programs— the
likely response to expected federal
reductions in those programs—would
further crode state support for higher
education, would adversely impact
education quality, and could jeopardize the
success of the merger that resulted in the
formation of MnSCU.

The most immediate concern is the
potential effect of proposed federal
reductions in student financial aid
programs. While it appears that there will
be no reductions in Pell Grants, proposals
to eliminate in-school interest subsidies for
Stafford Loans would cost Minnesota
students approximately $32 million per
year (Minnesota Higher Education
Coordinating Board). Such incrcased costs
would act as a significant additional barrier
to the pursuit of post-sec. ndary education
by low- and middle-income students.

The Minnesota Legislature should not
automatically assume responsibility for the
cost of budget reactions at the federal
level. However, the Legislature should
consider access to higher education to be
one of its major policy imperatives. And
ensuring access will be harder to do if
federal support for financial aid is
reduced.

THE 30-30-30-5-§ APPROACH:
FUNDING LEARNING FOR
STUDENTS

The central recommendation of this report
is that, consistent with the “Five Principles
for Better Value,” the state appropriations
process should shift from supporting
existing public higher education systemsto
funding learning opportunities for students.

Action steps:
1. Beginning with the 1998-99 biennial
budget, the current general fund
appropriations rati, of 90 percent to
systems and 10 percent to financial
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aid should be replaced with a new
system that provides a majority of the
appropriated funds directly to students,
who would be free to spend those funds
at the Minnesota higher education
campuses of their choice.

As an example of this new funding
approach, a new 30-30-30-5-5 formula
could be used to allocate general fund
appropriations in the following way:

30 percent appropriaticns to systems.
The state has a substantial public interest
in maintaining a basic post-secondary
cducational infrastructure. Thirty percent
of the state’s total appropriation to higher
education would be appropriated to the U
of M and MnSCU for this purpose. A
portion of this appropriation should be in
the form of incentive funding tied to
specific performance objectives.

30 percent "lifetime learning grants" to
all Minnesota students. The state has a
compelling interest in cducating all of its
residents. Thirty percent of state
appropriations would be used to fund
grants to be given to all Minnesota high
school graduates and a adult learners.
These learning grants would partially
replace the taxpayer subsidies which are
currently appropriated to the two systems.
Bach high school graduate could, for
example, be given a grant worth $10,000,
of which no more than $2,000 could be
cxpended in any given year. The amount
of the grant would follow the student to a
particular post-secondary institution, cither
public, private or altcrnative. Thus, the
dollars would follow the students to
campuscs that offer quality programs. A
formula or methodology will need to be
deviscd to make grants available to
graduate students and adult learners.

30 percent need-based financial aid.
These funds would provide substantially
increascd assistance to low income
students expanded eligibility for lower-
middle- and middle-income students, in
two ways: (1) by increasing the share of
the statc’s total appropriation that is
provided in necd-based aid; and (2) by
adopting the changes in cligibility
requircments  recommended by  the
Docrmann report on higher cducation
financing. Thosc changes included raising
the Living and Misccllaneous Expense
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Allowance from the current $4,115 to
$5,500 and defining the student share at 40
percent (rather than the current 50
percent). Continued eligibility for
financial aid would be contingent on the
student’s satisfactory performance.

5 percent research. The research
provided primarily by the University of
Minnesota has been vital to supporting
Minnesota’s economy. This research
component should be separately identified
and fully funded to assure that the research
conducted by Minnesota's higher education
institutions continues to remain a valuable
economic development tool for the state.

5 percent new higher education
initiatives and technologies.  These
monies would be available to fund new
initiatives and new technologics in
delivering higher education services. As
examples, an open learning university
could be created; development of new
alternative learning technologies could be
funded; collaborative programs among
various institutions could be supported;
new entrants into the higher education
market could be funded: or information
centers, either publicly or privately
operated, could be established to provide
students with information about higher
education alternatives.

Under the current funding system,
declining resources are allocated by the
Board of Regents and the MnSCU Board
among all of the existing campuses, thus
assuring a slow but incxorable decline in
the quality of education at all institutions.
The 30-30-30-5-5 approach, by assuring
that & majority of the funding «nds up at
campuses that are successful at attracting
students, could result in the closing of
inefficient, lower quality or under-cnrolled
institutions. The appropriations to create
an open learning university could include
the development of 50 to 75 technology
learning centers around the state, offering
post-sccondary cducation programs
through distance learning and technology-
based cducation. This systein would be
modcled after the Maine system, and,
while campuses would close, would
actually increase public access to higher
cducation oppo. qities. -

2, The Legislature should requirc the
Higher Education Service Office to

AYE!

develop and plan for communicating the
new financing system to the public. This
stcp is critical to ensure that citizens
understand that Lifetime Learning Grants
and substantially increased financial aid
will be available to offset the tuition
increases that will be the most immediately
visible result of the change.

The Statc should implement the
communication/information plan in
partnership with communities, perhaps
contracting out certain responsibilities to
community organizations that serve low-
income people and people of color.

OTHER LONG-TERM
RECOMMENDATIONS

1. The state should establish incentives
for students and their families to save
more for higher education. Forcxample,
a Learning Savings Account could be
established for each student, the earnings
from which would be free from state tax.
These savings accounts could match the
Lifetime Learning Grants appropriated by
the state. The existence of such a savings
account for a student would not count
against the student’s eligibility for financial
aid. Since the objective of the learning
savings accounts would be to provide
educational opportunities for Minncsota
students, the proceeds could be used at any
higher education institution, inside or
outside of the state of Minnesota. As an
alternative, parents could be allowed to
purchase Series ERE United States Savings
Bonds with their income tax rcfunds
exclusively to help finance higher
education for their children.

2. A substantial portion of the funds
appropriated to institutions should be
distributed on the basis of performance
on state volicy goais. By putting 60
percent of total funding into the hands of
students, our proposal builds in a process
for predding institutions to provide the
outcomes that individua! students seck.
Another form of accountability is nceded
to track performance on those outcomes
that pertain to the interests of the state as
a whole.

Ultimately, Legislators and other
policymakers must be able to answer the
question: Is higher cducation delivering
the outcomes “hat state secks to "purchasc”
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through its legislative appropriation? To
answer the question, policymakers must
define what outcomes they expect the
higher education system to produce.
Then, the state will need a robust set of
outcome measures that gauge the
effectiveness of institutions in delivering
the outcomes. It is important that the
focus be on outcomes (for example, skill
levels of students completing programs)
and no on inputs (qualifications of entering
students) or process measures (student-
facuity ratios).

The sensitive task of composing and
defining an initial sct of outcome measures
should be addressed soon. Such mcasures
should be shaped by professional
educators, but also by a broad spectrum of
higher education users and articipated
users. Bspecially solicited for their views
should be citizens from sectors with
relatively few post-high school students in
the past, but with increasing numbers
expected in the future. Among such
sections are communities of color, new
immigrants, young adults from low-income
familics, older adults with needs and wants

in "lifetime learning" and citizens without
English as their native language or
America as their moiher culture.

Action step:

a. The Governor and Legislature should

. convene and staff a panel of such
groups in the fall of 1995, to draft and
propose higher education outcome
measures to the Legislature.

3. All of the principals in the higher
education enterprise should be
accountable for performing their
respective responsibilities. The
governing boards should be empowered
to govern the systems; administrators
should have the authority to effectively
operate campuses; and faculty members
should be free to provide quality
learning opportunities for students.

Action steps:

a. The Legislature should establish clear
statements of policy and performance
indicators in making appropriations to
the systems, but should refrain from
attempting to micro-manage system

operations.

b. The MnSCU Board of Trustees, not the
Department of Employee Relations,
should be required to negotiate and
approve all contracts with faculty.

c. All faculty contracts should be related
to the performance indicators and
policy purposes identified by the
Legislature making the appropriations.

d. A system of merit increases should be
reinstated to recognize individual and
team excellence in delivering higher
education services.

CONCLUSION

These recommendations, while
controversial, would ultimately lead to
improved learning opportunities for
students and improve efficiencies and cost-
effectiveness for Minnesota’s higher
education systems, which ultimately would
enable the state to provide its residents
with more and better higher education
services at lower cost.
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