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States Are Still FundingHigher Education Below
Pre-Recession Levels

By Michael Mitchellincent Palacipand Michael Leachman

Moststates have begimthe past ye&n restore some of the cuts they made to higher education
funding after the recession tightstaes, though, asdill cutting, ad in almost all statés
including those that anaveboostdtheirsupport’z higher educatiolunding remains well below
prerecession level3helargefundingcutshave led tdoth steep tuition increasasd spending
cuts thamaydiminish the quality of education available to stuaeatsme when a highly
educated workforce is more crucial than ever

After adjusting for inflation:

1 Fortyeight stateB allexcept Alaska and North Dakétaarespending less per student
than they did before the recession

1 States cut funding deeply after the recession. The averagspsiatinig2026 or 23
percent less per studéman before the recession.

1 Perstudentfundingin Arizong Louisiangand Sout Carolinas down by more thatD
percent since the start of the recegsionisianas among theightstates that continued to
cut funding over the last year

1 Wyoming, West Virginia, Louisiana, Wisconsin, and North Carolina cut funding the most
over the last year. Of these, all but Wyoming have cut per student funding by @0@re than
percent since the recession hit.

1 Inthe last yead?2 states increased fundper student, by an average of $4402r
percent.

1CBPP calculation using the o0Grapevined higher educatio
enroll ment data from the State Higher Education Execut.
published by the Bureau of LabotiStias. Since enrollment data are available only through ti8 2@h#aol year,

enrollment for the 20184 school year is estimated using data from past years.

2 CBPP calculations, unweighted average across states that have inestateat fiemding.


http://www.cbpp.org/sites/default/files/atoms/files/5-13-15sfp.pdf

Deep state funding cuts have major consequences for public colleges and uiSitaesti@nd
to a lesser extent localities) progigipercent of the revenue that can be used to support
instruction at these schobdlgvhen this funding is cuplleges and universities generally must
eithercuteducational or other servicesse tuition to cover the gap, or both.

Indeed, since theaession, higher education institutions have:

1 Increased tuition. Public colleges and universities across the country have increast tuition
compensat®r declining state fundimgnd rising costsAnnualpublisheduition at fouryear
public collegesasrisenby $1,936, or 28 percensince the 20608 school year, after adjusting
for inflation? In Arizong publisheduition at fouryear schoois up more thaBOpercent
while in two other statés Florida and Georgia published tuition is up mothan66
percent.

These sharp increases in tuition have accelerateddomgieends of reducing college
affordability and shifting costs from states to students. Over the last 20 years, the price of
attending a fouyear publicollege or universityas growrsignificantlyaster than the median
income’. Federal student aid and tax creuhtge risen, buin averagtheyhave fallen short of
covering theuitionincreases.

1 Cut spending, often in ways that may diministaccess and quality angeopardize
outcomes Tuition increases hasempensated famly part of the revenue loss resulting
from state funding cuts. Public colleges and universities have cut faculty positions, eliminated
course offerings, closed campuses, shut computer tategjuaned library services, among
other cuts.For examplesince 2008he University oorth Carolinaat Chapel Hill has
eliminated 493 positions, cut 16,000 course seats, increased class sizes, cut its centrally
supported computer labs from seven teghand eliminated two distance education centers.

A large and growing share of future jobs will require eetlagated workefsSufficient
funding forhigher education to keep tuit@ffiordableand quality high at public colleges and
universitiesand to provide financial aid to those students who need it most, would help states to
develop the skilled and diverse workforce they will need to compete for these jobs.

3St ate Higher Education Executive Officers® Association
http://www.sheeo.org/sites/default/files/publitans/SHEF_FY13_04172014.pdf

4Cal cul ated from Col |l ege Bo ahttg//trendskollegebdasd.oig/nollegexing ege Pr i c

5Cal cul ated from 0Trends in College Pricing 2013: Tuiti
https://trends.collegeboard.org/collegecing/figurestables/tuitiorandfeeandroomandboardcharge®vertime
and the Census Bureauds I ncome, Poverty and-1Heal th | nsi

http://www.census.gov/prod/2012pubs/p&M3.pdf

sUni versity of North Carolina at Chapel Hill, ol mpact o
http://execbranch.web.unc.edu/files/2011/09/2612UNC-CH-BudgetReductiodmpacts.pdf

’See Anthony P. Carneval e, Nicole Smith, and Jeff Stroh
through 2020, 6 Ge orogEducatiwmandttre Werkforce,iJung 208 nt e
https://georgetown.app.box.com/s/tll0zkxt0puz45hu219g6



http://trends.collegeboard.org/college-pricing
https://trends.collegeboard.org/college-pricing/figures-tables/tuition-and-fee-and-room-and-board-charges-over-time
http://www.census.gov/prod/2012pubs/p60-243.pdf
http://execbranch.web.unc.edu/files/2011/09/2011-12-UNC-CH-Budget-Reduction-Impacts.pdf
https://georgetown.app.box.com/s/tll0zkxt0puz45hu21g6

Such funding is unlikely to occur, however, untdisgmpakers make sound tax badget
decisions in the coming years. \\dulaestates are experiencing grethi@ranticipated revenue
growth due to an economy that is slowly returning to normal, state tax revenues are barely above
prerecession levels, after adjusting for inflatido bringhigher educatidback to preecession
levels many states may need to supplement that revenuewitbwiéw revenu fully make up
for years of severe cuts.

But just as states have an opportunity to reinvest, lawmakers in mamg gapes@izing it by
entertaining tax cuts their states and citizens-atardl. For exampl€&Jorida¥z where higher
education funding is 30 percent below 2007 levels and tuitionyataioschools is 66 percent
higherYz is cutting taxes 8400 million in the current 2014 legislatigsisn Other states are
also considering damaging changes to their tax codes that would make it very difficult to reinvest in
higher education.

States HaveReversed Only a Portion of Funding Cuytsut TheyMust Do Much
More to Make Up for Deep Cuts

State and local tax reveisia major source fafndingfor public colleges and universities.
Unlike private institutions, whiotayrely upon gifts and large endowments to help fund
instruction, public twaand fouryear collegagpicallyrelyheavilyon state and local appropriations.
In 2013, state and local dollars constitb®gubrcent of education reveriaefunds used directly
for teaching and instructién.

While states have begun to restore fundiagurces are well below what they were in 2008.
Snce the start of the recession, staescut higher education funding28percenper student.
Even todayas state revenues return tongaession levels, most states continue to fund their
college and universities at much lower levels than before the redgesipared with the 2007
08 school year, when the recession hit, adjusted for inflation

1 State spending on higher education nationwide isi@0&tper studentor 23 percent.
1 Every statexcept Alaska and North Dakota has cuspetent funding.

1 37states have cut funding per student by more2ercent.

1 Nine states have cut funding per student by more thathicche

1

Perstudent spending Arizong Louisiangand South Carolina down by more than 40
percent since the start of the recesSi(@ee Figurelsand2.) Louisianaontinued to cut
fundingfurther over the last year.

8Mi chael Leachman, 0Caution is the ,Right Approach to St
http://www.offthechartsblog.org/cautieis-the-rightapproacho-statesurpluses& CBPP analysis of Census
quarterly state and local tax reventiie.//www.census.gov/govs/qgtax/

St ate Higher Education Executive Officers® Association
http://www.sheeo.org/sites/default/files/publications/SHEF_FY13 04172014.pdf

WCBPP calculation using the o06Grapevined higher educati c
enrollment and combined state and local funding data from the State Higher Education Executive Officers Association,
and the Consumer Price Indpublished by the Bureau of Labor Statistics. Since enrollment data is only available

through the 20%23 school year, enroliment for the 2D43chool year is estimated using data from past years.


http://www.offthechartsblog.org/caution-is-the-right-approach-to-state-surpluses/
http://www.census.gov/govs/qtax/
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Figurel
State Funding for Higher Education Remains Far Below Pre

Levels in Most States

Percent change in state spending per student, inflation adjusted, FY08 - FY14*
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Figure2
State Funding for Higher Education Remains Far Below Pre

Recession Levels in Most States

(hange in state spending per student, inflation adjusted, FY08 - FY14*
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Over the past year, most states have started to increase funding for their public higher education
systems aftgrears of deep cuts. Fentyo states are investing more per student this school year
than they did a year ago, adjusted for inflation. Over the past fiscal year, adjusted for inflation:

1 Spending is up $449 per student, or 7.2 percent, on averagstae®iitat have increased
higher education funding.

1 The funding increases vary from $22 per student in South Carolina to $1,911 in North Dakota.
1 Twentysix states increased funding by more than 5 percent per student.

7Ten states Yy New Hampshire, North Dakot a, Fl
California, l ndi ana, Tennessee, Maryl and y I

1 Eightstateseducédgher education funding per pupil, with the deepest auitsgcin
Wyoming, West Virginia, Louisiana, Wisconsin, and North Ca{SkeaFiguresand4.)



Figure3
Most States Increased Higher Education Funding Over Las

School Yearput Some States Are Still Cutting

Percent change in state spending per student, inflation adjusted, FY13 - FY14*

New Hampshire
North Dakota
Florida
Washlmt]ton
Montana
Massachusetts
(alifornia
Indiana
Tennessee
Maryland
Oregon
Minnesota
Utah
Georgia
Colorado
Rhode Island
Connecticut
New Jersey
Mississippi
Delaware
New Mexico
lowa

Texas
Nebraska
|daho

New York
Michigan
Alaska
Arizona
Virginia
Vermont
Nevada
Missouri
Alabama
Ohio

Maine

South Dakota
Oklahoma
Hawaii
Illinois

South Carolina
Kentuclg//
-0.2%

-0.7%
-21%
-2.3%
-3.3%
-3.7%
-4.7%
-1.2%

*FY=Fiscal year

28.5%
20.3%
18.8%
15.5%
13.3%
11.9%
11.1%
10.5%
10.2%
10.0%
9.7%
9.6%

7.7%
7.3%
7.1%
6.8%
6.5%
6.4%
6.3%
6.2%
5.7%
5.6%
5.4%
5.4%
51%
5.0%
4.8%
4.6%
4.5%
4.5%
4.3%
4.1%
3.6%
3.4%
3.2%
2.9%
2.0%
1.9%
1.8%
1.6%

0.4%

03%
Pennsylvania
Arkansas
Kansas
North Carolina
Wisconsin
Louisiana
West Virginia
Wyoming

Source:CBPP cal cul ations using data from
Report and the State Higher Education Executive Officers Association. lllifumsling
data is provided by the Fiscal Policy Center at Voices for lllinois Children. Because
enroliment data is only available through the 2013 school yeagnroliment for the 2013

14 school year is estimated using data from past years.




Figure4
Most States Increased Higher Education Funding Over Last

School Yearput Some States Are StiliCutting

(Change in state spending per student, inflation adjusted, FY13 - FY14*
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Why Did States Cut Higher Education Funding After the Recession?
The cuts resulted from state and federal responses to the deep recession and a slow recovery.

1 State tax evenuesfell verysharply and are only now returning to preecession levels
The recession of 2009 hit state revenues hard, and the slow rgcowainues to affect
them. High unemployment and a slow recovery in housing values left people with less income
and less purchasing power. As a result, states took in less income and sales tax revenue, the
main sources of revenue ttietyuse to fund @ucation and other servic&sy the fourth
quarter of 201 3tate tax revenues are only 0.4 percent greater than they were in 2008 after
adjusting for inflatioH.

1 Limited revenues must support more studentsPublic higher education institutions must
eicate more students, raising costs. I n par
the 18 to 24-yearold population, enrollment in public higher educatiorasendoy about
millionfull-time equivalent students,l®percentbetween the bewiing of the recession and
the 201213 academic year (the latest year for which thetaasiata)?

The recession also played a large role in swelling enroliment numbers, particularly at community
collegesreflectindiigh school graduatekoosingollege ovedim employment prospeats
the job marketnd dder workergntering classrooms in ortieretool and gain new skifls

Other areas of state budgets also are under preSsusxample, abo#92,000nore K-12
studentsare enrolleih the current school yetilan in2008" Longterm growth in state
prison population8 with state facilities now housing more than 1.35 million infnadéso
continues to put pressure on state spefiding.

1 Many states chose not to reduce the size spending cuts by enacting significant new
revenues Rather than choosing a balanced mix of spending cuts and targeted revenue
increases, states relied disproportionately on damaging cuts to close the very large budget

LICBPP analysis of Census quarterly state and loeaktaxehttp://www.census.gov/govs/gtax/

2St ate Higher Education Executive Officersd Associatior
http://www.sheeo.org/sites/default/files/publications/SHEF_FY13_0417201ANwmte, while fultime equivalent

enrollment at public twand fouryear institutionsiup by over 1 million since FY 2008, between FY 2012 and 2013 it

fell by approximately 280,000 enroffiees 2.4 percent decline.

BSee, for exampl e, ONational Postsecondary Enroll ment T
National Stud# Clearinghouse Research Center, page 6 , July 2011,
http://pas.indiana.edu/pdf/National%20Postsecondary%20Enrollment%20Trends fdivey conducted by the

American Association of Community College indicated that increases in Fall 2009 enrollment at community colleges
was, in part, due to workforce training opportunities;
Surge: An Analysis of Estimated|F | 2009 Headcount Enroll ments at Communi
http://files.eric.ed.gov/fulltext/ED511056.pdf

14 National Center for Education Statistics, Projections of EduSaaitistics to 2022, Table 6.

BNational Association of State BudgTennT®rfds$antRecest, 0St at e
Criminal Justice Policy Reforms, 6 September 2013,
https://www.nasbo.org/sites/default/files/pdf/State%20Spending%20for%20Correctians. pdf



http://www.census.gov/govs/qtax/
http://www.sheeo.org/sites/default/files/publications/SHEF_FY13_04172014.pdf
http://pas.indiana.edu/pdf/National%20Postsecondary%20Enrollment%20Trends.pdf
http://files.eric.ed.gov/fulltext/ED511056.pdf
https://www.nasbo.org/sites/default/files/pdf/State%20Spending%20for%20Corrections.pdf

shortfalls they faced over the cowufsthe recession. Between fiscal years 2008 and 2012,

states closed 45 percent of their budget gaps through spending cuts and only 16 percent of their
budget gaps through taxes and fees (they closed the remainder of their shortfalls with federal
aid, resrves, and various other measures). States could have lessened the need for deep cuts to
higher education funding if they had been more willing to raise additional revenue.

State Cuts Have Driven Up Tuition

Over the past year, as states have starestace funding for public higher education, tuition
hikes have been much smaller than in recent years. Publishdd tuitoe 0 st ificaker pri c
public fouryear institutionsose in 38 states in the 2A¥3school year, but the average across all
states was a modé&i20or 14 percengfter inflatiort®

1 Justseverstatesi Louisiana, Colorado, Connecticut, Hawaii, Kaxigasia, and Mississippi
i raiseduition by more than $3@ter inflation

1 In 12 statestuition actuallyellslightly adjusted for inflation, with declines randiogh %6 in
Ohioto $165in New Hampshir#&.

Still, since the 20@B school year, average annual published tuition has #3€986y
nationallyor 28percentabove the rate of inflatioim for-inflationadjusted termswveragauition
is up$2,702 Steep tuition increases have been widespneaa/erage tuitiat public fowyear
institutions, adjusted for inflation, has increased by:

1 More than 60 percent in six states;

1 More than 40 @rcent in ten states; and

1 More than 20 percent 29 states.(See Figures 5 and 6.)

1 In Arizona the state with the greatest tuition increases since the rettessiohagisen80.6
percenbr $4493per studenafterinflation®®

Public Colleges ad Universities Also Have Custaff and Eliminated Programs

Recent tuition increases, while substantial in most states, have fallen far short of fully replacing the
funding that public colleges and universities have lost due to state funding cuts.

Between 2009 and 2010 (the latest year for which data is available), tuition increases offset:

1 Just over 60 percent of cuts to funding that state and local governments provided to public

16 This paper uses CBIRS inflation adjustments to measure real changes in costs. Over the past/yR8r CPI
increased by T4ercent. We use the @RRS for the calendar year that begins the fiscal/academic year.

“CBPP calculation using Col | e ghtp:/Bendsrcalegébdarde/notlese i n Col | e ¢
pricing See appendix for FY-EY14 change in average tuition at public;yiear colleges

18]bid.
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http://trends.collegeboard.org/college-pricing
http://trends.collegeboard.org/college-pricing

colleges that offer graduate degrees;

1 About 30 percent of the cutsfunding that state and local governments provided to public
coll eges that offer bachel ords degrees but

1 Only 14 percent of the cuts to funding that state and local governments provided to community
college®

Because tuitivincreases have riolly compensated for the loss of state fun@ind,because
most public schools do not have significant endowments or other sources ofpiuinicing,
colleges and universities hsimeultaneousiyut spending to make up for declirstage funding.

Data on spending at public institutions of higher learning in recent years are incomplete, but
considerable evidence suggestsithaypublic colleges and universities have constrained spending
to make up for lost state funding, oftemays that reduce the quality and availability of their
academic offerings. For example, since the start of the recession, in response to state budget cuts:

ch, Delta Cost Project,

YAmerican I nstitutes for Re r
2, p. 5.
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Figure 5
Tuition Has Increased Sharply at

Public Colleges and Universities

*FY=Fiscalyear
Source: College BoardgTrends in College Pricing?#013




