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College costs have skyrocketed, and most people agree that we
can and must do more to reduce student debt. And while states
have traditionally sat in the drivers seat of higher education
finance, the evolving challenges and growing national imperative
to provide an affordable pathway to a college degree mean that

Congress can and should partner with states to do more.

The growing share of high school graduates who have enrolled
in college over the past three decades, combined with increased
numbers of people going to college later in life, means that more
people today enroll in college and those new enrollees are more
likely to come from low- and moderate-income families.! Both
total college enrollment and the percentage of the population
enrolled in college each year has increased significantly since
1990, a year when just 46 percent of high school graduates from
the bottom income quintile enrolled in college; by 2015, nearly

60 percent of those students enrolled?

But states have been unable to maintain their traditional role
in controlling higher education affordability, failing to keep up
with the combination of increased enrollment rates, costs in the
education sector that have risen faster than inflation* and the
increased financial need of students. Instead, between 1990 and
2015, state spending per full-time-equivalent (FTE) student at
publicinstitutions declined by 15 percent on average, nationwide,®
and the percentage of instructional costs paid by students
and federal aid, rather than by state and local governments,
increased from 25 percent to 47 percent.® State financing levels

and distribution vary significantly across states, meaning that the
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average student in some states may expect to leave campus with
as much as twice as much debt as those with more affordable

options.

These trends create a perfect storm for today’s college enrollees,
particularly over a time period when wages for low-income
earners (with a mean income of $13,000) declined by almost 6
percent and wages for middle-income families have stagnated
or declined.” (By comparison, over the same time period, mean
wages for the top income quintile increased by 26 percent, to
about $215,000.)°

The federal government has taken on an increasing role in the
financing of higher education through the Pell grant and veterans
education benefits—but has not done enough to stem the tide of
rising costs borne now by students and families: the net burden
faced by students to cover tuition as well as other expenses, after
grant aid, has increased by 18 percent at public two-year colleges
and 87 percent at public four-year colleges since 1990.° Students
(and their families) who cannot pay this ballooning net price

directly typically rely on student loans.

What is needed is a larger and more intentional federal-state
partnership in financing public higher education. As Congress
considers expanding its role in financing higher education, it
should build a partnership that:

+ invests new federal dollars as a match to state spending
on higher education, designing the match percentage
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covered by the federal government to account for wealth
inequities across states, respond to economic downturns,
and adequately incentivize state participation;

+ gives states a choice of discrete free and debt-free
affordability targets, taking into account tuition and other
college costs like rent and books, so that states can decide

on the right financing structure; and

+ addresses existing and projected gaps in the operating
capacity at public colleges and requires equity-focused

nonmonetary requirements.

Lessons from federal-state partnerships in other sectors can
point the way for developing a program through which federal
spending can put states back on the right track and build a
path toward debt-free college® Congress should pursue a
new federal-state partnership in funding higher education that
accounts for the economic circumstances in the state; sets
funding at levels that make it likely states will participate; gives
state choices about how to buy in; and ensures states serve low-

income students well.
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