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Post-Secondary Education:
Supply-Demand-Policy Option
1. Demand for Post-Secondary Education
—Recenthighschool-graduates—
— Return enrollment among labor force
2. Supply-Side Adjustments (or lack thereof)

— Capacity constraints at public universities

— Incentives for proprietary expansion

3. Policy Accommodation

— Grants, loans, workforce / Ul

4. Lessons Learned



What happened last time?
Higher Education Adjustment in the “Great Recession”

1. Massive increase 1n enrollment, but
concentrated in low-resource institutions

2. Retrenchment 1n state public support,
expansion of federal aid (Pell, loan
availability, tax credits)

3. Some attainment effects, but “memorable”
disappointments; 1 debt+ default

“Unrealized” promise of higher education
as a fiscal stabilizer



College Enrollment Change

Headcount Enrollment

Fall 2007 Fall 2010 Change
N= N= N= %
Total Enrollment 18,248,128 21,016,126 2,767,998 15.2%
October CPS: Enrollment Rate
18-40 18-19  20-24  25-29
2007  13.9% 48.7% 30.5% 6.7%
2008 14.4% 48.3% 31.5% 7.4%
2009 154% 49.8% 33.1% 8.0%
2010  15.5% 50.8% 32.6% 8.5%
2011  16.0% 50.0% 34.3% 8.6%




Enrollment Levels and Unemployment
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Cyclical Enrollment by Age
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Cyclical Enrollment by Age
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Cyclical Enrollment by Age
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Enrollment by Type of Institution

Fall 2007 Fall 2010 Change
N= % N= % N= %
Total 18,248,128 21,016,126 2,767,998
Public 4-year 7,166,661 39.3% 7,924,771 37.7% 758,110  27.4%
Nonprofit 4-year 3,537,664 19.4% 3,822,260 18.2% 284,596 10.3%
For-profit 4-year 925,873 5.1% 1,588,220 7.6% 662,347  23.9%
Public 2-year 6,324,119  34.7% 7,218,038  34.3% 893,919  32.3%
Nonprofit 2-year 33,486 0.2% 32,660 0.2% -826 0.0%
For-profit 2-year 260,325 1.4% 430,177 2.0% 169,852 6.1%

* 60% of growth in public colleges and universities
* 30% of growth in for-profit institutions



Supply-Side Adjustments

— Contractions in support for public colleges and
universities

* Increased tuition charges

— Expansion of for-profit providers



Appropriations per student
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Evidence of Resource Effects
Bound, Braga, Khanna and Turner (2019)

— open access public institutions including community colleges reduce
resources per student with reductions in public funding; research universities

limit enrollment and increase tuition.
— declining instructional expenditures impact degree completion.

Deming and Walters (2018)
— 10 percent increase in state funding leads to a 17 percent increase in spending
on academic support programs.

— spending, particularly on instruction and academic support services, increases
early academic standing, course completions, GPAs, and most importantly,

college completion rates.

Goodman and Henriques (2019)

— decline in public funding leads diverts enrollment into the for-profit sector,
with for-profit attendance increasing about 2 percent for every 10 percent cut

In statewide appropriations.



Plausible “Crowding” at Publics

“At American River, a public community college, he
[student] had to fight to get into overcrowded classes
and found himself shut out of others. Carrillo Jr.
couldn’t find a guidance counselor and felt lost. It
wasn’t long before he turned to the private, for-profit
University of Phoenix, swayed by the university’s
personal attention to his ambition and his schedule.
Everything fell into place for Carrillo Jr. at the
University of Phoenix — at 17 times the cost of
tuition at American River College.”

Source: Hechinger Report



Rise (and Fall) of For-Profits
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Growth Concentrated at Low
Completion Rate Institutions

Public 4-Year For-Profit 4-Year

Completion Rate, 150% time
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Federal Education Policy as Stabilizer?

—Pell grants
—Federal student loans

—Intersection with UI / Workforce policy
* Pell letter*



Federal Pell Grant Awards 1n 2014 Dollars,
1979-80 to 2014-15, Selected Years

Total Expenditures Maximum Average Number of Percentage of

(in Billions of Pell Grant Pell Grant Recipients Recipients Who

2014 Dollars) (in 2014 Dollars) (in 2014 Dollars) (in Millions) Were Independent
1979-80 $7.7 $5,867 $3,027 25 34%
1984-85 $7.0 $4,348 $2,544 2.7 49%
1989-90 $9.2 $4,405 $2,754 3.3 59%
1994-35 $8.9 $3,693 $2.411 3.7 59%
1999-00 $10.3 $4,466 $2,737 3.8 56%
2004-05 $16.5 $5,095 $3,116 5.3 58%
2009-10 $33.2 $5,919 $4,100 8.1 61%
2010-11 $39.0 $6,065 $4,189 9.3 60%
2011-12 $35.4 $5,853 $3,749 94 59%
2012-13 $33.3 $5,772 $3,722 9.0 58%
2013-14 $32.1 $5,757 $3,706 8.7 56%
2014-15 $30.3 $5,730 $3,673 8.2 —

SOURCE: The College Board, Trends in Student Aid 2015, page 33

For detailed data, visit: trends.collegeboard.org. Trends in Student Aid 2014 @CollegeBoard



Changes 1n Student Borrowing
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Student Borrowing Challenges

Looney and Yannelis (2015) “A Crisis in Student Loans? How Changes in
the Characteristics of Borrowers and the Institutions They Attended

Contributed to Rising Loan Defaults”

Default 1s concentrated among;:

Students attending for-profit schools
Students in non-degree, certificate
and/or two-year programs

Students attending non-selective
schools

Non-traditional students

Student Loan Default Rate
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Composition of Borrowers and Defaults

Borrowers Entering Increase in 3-year Cohort
Repayment Default Rate

Number of borrowers (thousands) Percent
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3-year Repayment Rate
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Repayment Rates by Type
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Workforce Policy: Student Aid and Ul

Unemployment Insurance
— Duration and generosity of benefits
— Variation in “Approved” Training
— “Pell Letter” Experiment

Barr & Turner (2018) “A Letter and Encouragement:
Does Information Increase Post-secondary
Enrollment of UI Recipients” AEJ-Policy



Despite proximity, historically little articulation
between labor market policies and education policies
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Example Letter

State of Arvonsos

~ Mike Beebe
Departrnent of Governoy
WORKFORCESERVICES Acton willii
VoW, WS, OTkOINSCS OV : D"‘M" .
Fost Office Box 2981 « Lifte Rock, AR 72203-2981
Date
MNome

« Decide what type of training best meets your needs. You may want to visit

www. careeronestop.org or visit your local community college or Arkansas
Workforce Center for help in identifying potential education and training
opportunities. To locate the Arkansas Workforce Center nearest you, visit
www. arworks.org and click on *Your Local Connection™.

« Schools or Arkansas Workforce Centers can also help you apply for Pell Grants and

other federal financial aid. An application is also available at www.fafso.ed.gov

o malline 1 QNN AEFDAIN Whils v will nasd ta rasart lact vanar' e inenmne whon

On May 8, 2009, President Obama announced that workers like you who are getting
unemployment insurance (Ul) benefits would receive special consideration for
financial aid to pay for job fraining or education. You may also be able to keep your
Ul benefits while enrolled. Studies have shown that workers with more education and
training have more secure jobs and higher wages.

Effective July 2009, Federal Pell Grants will coverup to $5,350 in education and
training expenses. They are accepted at neary all universities and community
colleges and many trade and technical schools. Even if you do not qualify for a Pell
Grant, you may be eligible for other financial aid.

www._careeronestop .org or visit your local community college or Arkansas
Workforce Center for help in identifying potential education and training
opportunities. To locate the Arkansas Workforce Center nearest you, visit
www.arwerks.org and click on *Your Local Connection”.

» Schools or Arkansas Workforce Centers can ako help you apply for Pell Grants and
other federal financial aid. An application is ako available at www.fafso.ed.gov
or by calling 1-800-4FEDAID. While you wil need to report last year's income when
applying, your school can adjust your eligibility to reflect your curent
circumstances.

e« Additional financial aid opportunities are also available through the Arkansas
Department of Higher Education at www.adhe.edu. Certain financial aid
programs, such as the GO! Opportunities Grant and the Workforce Improve ment
Grant (WIG) were created to help non-traditional students (or those already in the
workforce) to get or improve the skills they need to compete in today's economy.

approval. The DW3S local office manager will notify you whether your fraining has
been approved. If your training & not approved, you still may be able to collect
unemployment insurance benefits as long as you can attend the training and
establish that you are available and looking for suitable work.

Be sure to take this letter with you to the school you select. For the next 90 days, it
confirms that you are an unemployment insurance beneficiary. Whie it does not
guarantee you o Pel Grant, your school may use this letter to adjust your eligibility.
After #0 days, you may provide alternative evidence that you are currently receiving
unemployment insurance benefits. Your local DWS office can provide you with this
evidence.

While our economy is struggling, we have an opportunity to improve workers’ skills and
lay the foundation for a stronger economy in the future. | encourage you fo carefully

consider this opportunity.

Sincerely,

Artee Wiliams
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Earnings Trajectory - Pell Letter Receipt

Effect of Pell Letter Receilpt on Earnings
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Four Policy Levers and (Potential) Lessons

1. Stabilize support for public higher
education 1n the wake of economic shocks

2. Develop tools to improve college choice,
particularly for non-traditional students

3. Regulate poorly-performing institutions

4. Improve institutional advising and student
support efforts



