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Post-Secondary Education: 
Supply-Demand-Policy Option

1. Demand for Post-Secondary Education
– Recent high school 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 / UI

4. Lessons Learned



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

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

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

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

“Unrealized” promise of higher education
as a fiscal stabilizer



College Enrollment Change



Enrollment Levels and Unemployment



Cyclical Enrollment by Age
(Really Young Folks 18-19)

But, are things different this 
time?

So, we add post-2011 ….



Cyclical Enrollment by Age
(Really Young Folks 18-19)



Cyclical Enrollment by Age
(Early 20s, 20-24)



Cyclical Enrollment by Age
(Old Enough to Hold a Job 25-29)



Enrollment by Type of Institution

• 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
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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
Academic 

Year

Degree-
Granting 4-

Profit

2000-01 789
2001-02 808
2002-03 791
2003-04 852
2004-05 879
2005-06 936
2006-07 986
2007-08 1,043
2008-09 1,104
2009-10 1,199
2010-11 1,313
2011-12 1,404
2012-13 1,451
2013-14 1,424
2014-15 1,334
2015-16 1,262
2016-17 1,055
2017-18 998

DV: Devry ESI: ITT Tech

STRA: Strayer APOL: University of 
Phoenix

CECO: Career Education Company



Growth Concentrated at Low 
Completion Rate Institutions

Public 4‐Year For‐Profit 4‐Year



Federal Education Policy as Stabilizer?

–Pell grants 

–Federal student loans

–Intersection with UI / Workforce policy
• Pell letter*



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

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

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



Changes in Student Borrowing



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 is 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



Composition of Borrowers and Defaults
Borrowers Entering 

Repayment
Increase in 3-year Cohort 

Default Rate

Source: Looney & Yannelis (2015)



Repayment Rates by Type
Public 4 Yr

Public 2 Yr For Profit 4 Yr



Workforce Policy: Student Aid and UI

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



Example Letter



Individuals receiving 
letters 40% more 
likely to enroll



Earnings Trajectory - Pell Letter Receipt

?
Null effects on 
employment and 
earnings at 24 months



Four Policy Levers and (Potential) Lessons

1. Stabilize support for public higher 
education in 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


