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As we emerge from the Great Recession in the United States, assuring
adequate postsecondary educational opportunities to all who can
benefit should be high on our list of public policy priorities. Commu-
nity colleges—which educate a disproportionate share of students from
low-income backgrounds, of adults returning to hone their skills for the
labor market, and of students in need of strong academic and social
supports to be able to do college-level work—deserve particular atten-
tion. Since these institutions depend more than other colleges on appro-
priations from state and local governments, smaller public budgets have
meant they have seen declines in per-student revenues and expenditures,
exacerbating the difficulties of meeting student needs and of achieving
acceptable completion rates.

Both equity and efficiency considerations demand that we gain greater
understanding of the reasons and potential remedies for the disappoint-
ing educational outcomes of the students served by community col-
leges. Our economy depends on an increasingly skilled labor force, and
future growth will necessarily come from historically underrepresented
populations. As achieving a middle-class standard of living becomes less
and less possible without some sort of college credential, neglecting the
needs of community college students relegates a large group of people to
lives of unnecessary hardship.
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This paper provides necessary background for developing policies to
strengthen community colleges. We review the history and growth of
the sector and examine the available data on revenues, expenditures,
salaries, student subsidies, and the subsidies that institutions receive
through tax exemption. In the absence of adequate data to distinguish
expenditures on different types of students within institutions, we per-
form a hypothetical exercise to compare spending on community college
students to spending on lower-division undergraduates in other sectors.
Finally, we discuss the relevant considerations for determining equitable
and efficient funding and we suggest ways that our ability to make those
difficult decisions could be improved. There is no doubt that support-
ing the success of community college students requires much more than
adequate funding for the students and their institutions. But without
adequate funding, significant progress is unlikely.

BACKGROUND

Goals of Community Colleges

The history of community colleges dates back to the high school-based
Joliet Junior College in Illinois, developed in 1901.! But the community
college system as we know it has its roots in the report of the 1947
President’s Commission on Higher Education, better known as the Tru-
man Commission, which argued that higher education is necessary to
the development of a democratic citizenry and should be more acces-
sible. “Equal opportunity for all persons, to the maximum of their indi-
vidual abilities and without regard to economic status, race, creed, color,
sex, national origin, or ancestry is a major goal of American democracy.
Only an informed, thoughtful, tolerant people can develop and maintain
a free society.”?

The Truman Commission believed that community colleges should
be located so that they would be geographically accessible to most
people. It believed that many more students could and should complete
two years of undergraduate study than would earn four-year degrees.
Re-conceptualizing junior colleges as community colleges, the Truman
Commission introduced this term into the national vocabulary because
of the importance of vocational education supplementing the transfer
role of junior colleges and of the integration of this new type of institu-
tion into local communities.
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Community College Enroliment

In the 1960s, the community college sector began to expand dramati-
cally, and many more adults, including many women and people of
color, enrolled in college. Community colleges were no longer just junior
colleges—stepping-stones to four-year colleges—but were institutions
providing the skills many needed to become productive members of the
labor force. Between 1963 and 2010, fall enrollment at community col-
leges grew from around 700,000 students to more than 7 million. That
increase corresponds to an average annual growth rate of 5.0 percent,
which is considerably higher than the 3.2 percent annual rate of growth
in fall enrollment experienced across all sectors of higher education.
Over that time period, the community college sector’s share of total fall
enrollment rose from 15 percent to 34 percent.’

Many students enrolling in community colleges are returning to
higher education after a break, but about 40 percent of first-time degree-
seeking students enroll in this sector. This percentage grew rapidly, from
31 percent in 1966 to 51 percent in 1975, and held steady at about
50 percent through the early 1980s. At that point, other sectors began
increasing their shares of first-time enrollment and two-year public col-
leges’ share of beginning students declined to 37 percent by the mid-
2000s, and stood at 39 percent in fall 2010.* The community college
sector’s share of first-time enrollment is higher than its share of total fall
enrollment because students spend more years enrolled in four-year than
in two-year institutions.

Composition of the Student Body

The demographic profile at community colleges looks very different
from that of the student bodies at other types of postsecondary insti-
tutions. Public two-year college students today are disproportionately
non-white. Hispanic students are overrepresented in the sector, consti-
tuting 18 percent of the students at community colleges but only 13 per-
cent of all students at degree-granting institutions. In 2010, almost half
of all Hispanic college students across the country were enrolled at
community colleges.® Black students are not overrepresented at com-
munity colleges, but instead they enroll in disproportionate numbers at
for-profit institutions. As Table 1 indicates (page 76), the share of black
students in total enrollment at for-profit institutions (29 percent) was
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TABLE 1
Fall Enrollment in Degree-Granting Institutions
by Racial/Ethnic Group, 2010

Private
Public Public ~ Nonprofit
Total Two-Year Four-Year Four-Year For-Profit

White 61% 57% 64% 66% 49%
Black 14% 15% 12% 12% 29%
Hispanic 13% 18% 1% 8% 14%
Asian/Pacific Islander 6% 6% 7% 6% 4%
Other 6% 4% 7% 8% 4%

Source: Thomas D. Snyder and Sally A. Dillow, Digest of Education Statistics 2011 (Washington,
D.C.: U.S. Department of Education, National Center for Education Statistics, 2012), table 241.

more than twice as high as the share of black students in total postsec-
ondary enrollment (14 percent) in 2010.

Both students who are older than traditional college age and those
who are younger are over-represented at community colleges. In 2011,
when fall enrollment at community colleges was 39 percent of the total,
66 percent of students under 18 years of age and 48 percent of students
aged 25 or older were enrolled at community colleges.® It is perhaps
unsurprising that so many younger students enroll at community col-
leges, since community colleges are located close to home and offer a
comparatively wide range of degree- and non-degree programs, in par-
ticular for vocational training. Moreover, many of the younger students
are participating in dual-enrollment programs with their high schools.
For adults, at least part of the appeal of community colleges is that com-
munity colleges are well equipped to accommodate the busy schedules
of those with full-time jobs and families to care for.

Another distinguishing feature of community colleges is their high
rate of part-time enrollment. More than half (54 percent) of all students
enrolling part-time did so at community colleges in 2010. In contrast,
the community college sector claimed only 23 percent of all full-time
students that year. Within the community college sector, part-time stu-
dents are in the majority, with 59 percent of community college students
enrolling part-time in 2010.7

Community college students tend to come from lower income back-
grounds than do students in the other sectors. Figure 1 shows the
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FIGURE 1
Distribution of Undergraduates by Income Quartile and Sector,
2007-08
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Private nonprofit four-year [SREEZ 25% 37%
Public four-year 27% 30%
0% 20% 40% 60% 80% 100%
. Lowest quartile - Second quartile
(< $36,149) ($36,149 to $66,620)
|:| Third quartile D Highest quartile
($66,621 to $104,585) (>$104,585)

Source: U.S. Department of Education, Institute of Education Sciences, National Center for Educa-
tion Statistics, 2007-08 National Postsecondary Student Aid Study (NPSAS:08).

distribution of dependent undergraduate students across income quar-
tiles within each sector in 2008.® About one-third of the dependent
students enrolling at community colleges (and about half of those at for-
profit institutions) were from the lowest family income quartile in 2008,
compared to about 20 percent of the dependent students at public and
private nonprofit four-year colleges and universities. As shown in Figure
2, however, dependent students constituted only 24 percent of under-
graduate enrollment in the for-profit sector and 43 percent at commu-
nity colleges. These figures compare to 66 percent at private nonprofit
four-year institutions and 69 percent at public four-year institutions.’

Degrees and Certificates at Community Colleges

Most programs at community colleges lead to associate’s degrees
or to certificates of varying program duration. As Table 2 indicates,
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FIGURE 2
Distribution of Undergraduates
by Dependency Status and Sector, 2007-08
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Source: U.S. Department of Education, Institute of Education Sciences, National Center for Educa-
tion Statistics, 2007-08 National Postsecondary Student Aid Study (NPSAS:08).

TABLE 2
Associate’s Degrees and Certificates by Sector, 2010

Certificates Certificates Certificates
of Two but of One but  of Less
Associate’s Less Than  Less Than  Than One Percentage

Degrees  Four Years Two Years Year of Total
Public four-year 12.0% 12.3% 3.8% 7.2% 9.4%
Private nonprofit four-year 4.3% 5.9% 1.8% 1.2% 3.2%
For-profit four-year 13.4% 2.8% 6.8% 2.6% 9.7%
Public two-year 62.1% 57.4% 53.7%  71.6% 62.6%
Private nonprofit two-year 0.7% 0.6% 0.6% 0.7% 0.7%
For-profit two-year 7.5% 21.0% 33.3% 16.7% 14.4%

Percentage of all awards 58.9% 0.8% 18.6%  21.6% 100%

Source: U.S. Department of Education, Institute of Education Sciences, National Center for Educa-
tion Statistics, Integrated Postsecondary Education Data System (IPEDS).
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community colleges award the majority of the associate’s degrees and
certificates, including a particularly large share of certificates for pro-
grams that are less than one year in duration.'

The number of certificates awarded across all of higher education has
been growing rapidly in recent years, having risen from about 550,000
in 2000 to nearly one million a decade later, and for many students
they are a cost-effective and relatively quick path to better jobs, higher
wages, and further postsecondary degrees.!! A recent study by Anthony
Carnevale, Stephen Rose, and Andrew Hanson carefully examines the
pay-offs to this increasingly popular postsecondary option.'?

Certificate programs are usually oriented toward vocational or occu-
pation-specific training. The community college sector, where a large
number of certificates are awarded, is therefore a common destination
for students seeking to develop those types of skills. Some people see
community colleges mainly as stepping-stones to further education,
while others see them principally as destinations in and of themselves
that offer shorter-term, often (though not exclusively) vocationally ori-
ented forms of postsecondary education. The current reality is that com-
munity colleges serve both of these purposes. They produce many more
associate’s degrees and certificates than does any other sector, but many
community college students also move on to bachelor’s programs at
four-year institutions. According to the National Student Clearinghouse,
26 percent of the students who began their studies at community col-
leges in 2006 had transferred to four-year institutions within five years.'?
For a thorough account of the multi-faceted nature of the community
college, see Kevin Dougherty’s book, The Contradictory College.**

Variation across States

The role of community colleges varies considerably across state systems
of higher education. Nationally, about one-third of all postsecondary
students—and almost half of all of those enrolled in the public sector—
attend community colleges; but in 2010, the share of postsecondary stu-
dents enrolled in community colleges ranged from lows of 3 percent in
Alaska and 10 percent in Nevada to highs of 58 percent in California
and 61 percent in Wyoming. In thirteen states, less than one quarter of
all undergraduates were enrolled in this sector, while in six states, more
than half of all undergraduates were in community colleges.'

Tuition prices at community colleges also vary widely across the
country. In 2012-13, the sticker price for a full-time community college
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student was $1,418 in California and $1,537 in New Mexico, compared
to $6,790 in Vermont and $6,752 in New Hampshire. The average com-
munity college tuition was only 15 percent of the average tuition at
public four-year institutions in California, 23 percent in Arizona, and
26 percent in Texas. In contrast, those ratios were 68 percent in New
York and 73 percent in South Dakota.!¢

While many factors other than price affect enrollment decisions—and
prices and institutional patterns and structures are themselves deter-
mined by state policies and populations—there is a correlation between
prices and enrollment patterns. In the five states with the highest com-
munity college tuition in 2010-11—South Dakota, Massachusetts, Min-
nesota, New Hampshire, and Vermont—the average state’s price was
$5,328 and, on average, 24 percent of undergraduate fall enrollment
was in community colleges. In the five states with the lowest community
college tuition—Arizona, North Carolina, Texas, California, and New
Mexico—the average state’s price was $1,551 and, on average, 52 per-
cent of undergraduates were enrolled in community colleges in the fall.
Figure 3 plots each state’s community college enrollment rate against its
average community college tuition during the 2010-11 academic year.!”

COMMUNITY COLLEGE FINANCE

Are Comparisons of Per-Student Costs across Institutions Reliable?

Available data on institutional revenues and expenditures are unfortu-
nately not adequate for reliable comparisons of expenditures on spe-
cific activities across sectors. It is also not possible to precisely separate
expenditures on graduate students from expenditures on undergradu-
ates—much less spending on lower- versus upper-level undergraduates.
A major problem with the available data is that the counts of students
include only those registered for credit. Community colleges offer many
non-credit programs. While the revenues generated and expenditures
devoted to these programs are included in the totals, the participating
students are not. This problem biases per-student revenues and expendi-
tures upward relative to those computed for four-year institutions.

In addition, there are significant differences in the costs of educating
students in different disciplines, regardless of the types of institutions in
which they are enrolled. Thus, differences between institutions in the mix
of available programs make a large difference in the cost of educating
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FIGURE 3
Average Community College Tuition and the
Percentage of Undergraduates Attending Community Colleges,
Across States, 2010-11
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Source: Thomas D. Snyder and Sally A. Dillow, Digest of Education Statistics 2011 (Washington,
D.C.: U.S. Department of Education, National Center for Education Statistics, 2012), table 226; Sandy
Baum and Jennifer Ma, “Trends in College Pricing 2012,” College Board, 2012.

students. According to a National Center for Education Statistics (NCES)
report based on the Delaware Cost Study, disciplinary mix explains most
of the variation in instructional costs across institutions. For example,
instructional costs in mechanical engineering are about three times as
high as those in English. The time members of the faculty spend teach-
ing, the other responsibilities they have, and the number of students they
teach also make a significant difference in per-student costs.'s

Within the community college sector, technical occupational train-
ing is much more expensive than liberal arts education. At one college
in upstate New York, the cost per credit hour and per degree granted
for a student in the health science and technical areas is three to four
times higher than it is for a typical liberal arts student.” Engineering
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programs spend much more per student than do humanities programs.
Unfortunately, the institutional-level data in the NCES’ Integrated Post-
secondary Education Data System (IPEDS)—on which most estimates of
institutional costs, revenues, and subsidies rely—do not allow for accu-
rate comparisons at the program level.

In addition to disciplinary mix, differences in missions across institu-
tions make per-student figures unreliable as estimates of the difference
between the amount spent on students enrolled in community colleges and
the amount spent on those pursuing their first two years of undergraduate
education at four-year institutions. There is broad agreement, however,
that it costs more to educate upper-division undergraduates than lower-
division undergraduates, and more yet to educate graduate students.

Why should there be cost differences? One issue is that teaching fac-
ulties in universities include graduate students in addition to part-time,
full-time, adjunct, tenure-track, and tenured faculty members, instruc-
tors, and assistant, associate, and full professors. The tenured professors
working with graduate students are paid more than the assistant pro-
fessors teaching juniors and seniors, and much more than the graduate
students staffing entry-level courses. Teaching loads vary considerably,
both within and between institutions. Another issue is that instructional
expenditures include departmental (unfunded) research, which arguably
has minimal impact on the quality of lower-level courses. Class sizes are
also generally larger for introductory level courses.

The general consensus in the literature is that it costs about one-and-
a-half times as much to educate upper-level undergraduates as it does to
educate lower-level undergraduates, and about three times more to edu-
cate graduate students. These ratios lead some researchers to estimate
that costs per lower-division student at four-year public universities are
similar to costs per community college student—or slightly lower, or
slightly higher.?® Even if expenditures per student are lower at commu-
nity colleges, because community college students almost always pay
lower tuition than do four-year college students, lower costs per student
do not necessarily imply lower subsidies per student.

A recent attempt to compare spending on students in two- and
four-year public colleges comes from Richard Romano and Yenni M.
Djajalaksana.? Because their goal is to determine whether it would relieve
pressure on state budgets if more students were to begin their studies
at community colleges, the authors use public master’s universities—the
most likely alternative institutions for community college students—as
the main comparison group. They estimate that, after subtracting the
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research and public service components, education and general expendi-
tures per student were almost $2,000 (22 percent) higher at the median
public master’s university than at the median public two-year college in
2005. However, adjusting for spending one-and-a-half times as much on
upper-division as on lower-division students, expenditures per student
were about $1,800 (20 percent) less in the four-year institutions.

With these caveats in mind, we begin by comparing data on the expen-
ditures, revenue sources, and institutional subsidies per full-time equiva-
lent (FTE) student, as well as faculty salaries, in the community college
sector to other institutional sectors. These analyses are based on data from
the Delta Cost Project, a multi-year project at the American Institutes for
Research that has used data from IPEDS to create a large set of variables
detailing institutional characteristics that can be compared over time.

Following discussion of these data, we focus on developing a con-
structive approach to making the comparisons more meaningful.
Assumptions about actual—and appropriate—spending differences on
students at different levels are critical to drawing conclusions about the
funding of students in community colleges and other institutions. In the
absence of a clear method for estimating the appropriate ratios, we esti-
mate what the ratios would have to be for the levels of revenue and
expenditures at community colleges to be equivalent to the revenues and
expenditures for lower-division students at four-year public universities.

Expenditures

This section discusses the types of expenditures that are directly related
to the actual educating of students. In the Delta Cost Project data, there
are three expenditure items that, taken together, constitute total edu-
cation and related (E&R) spending. They are instruction, student ser-
vices, and the “education share” of spending on a basket of other budget
items—academic support, institutional support, and operations and
maintenance.*

Even when only looking at E&R expenditures, large differences exist
across institutions, as shown in Figure 4 (page 84). At community col-
leges, since 1989, E&R expenditures have grown at an average annual
rate of 0.8 percent after adjusting for inflation, reaching $9,348 per
FTE student in 2009. In every year during that time period, commu-
nity colleges had lower E&R expenditures per FTE student than did
each of the other sectors (even without considering non-credit enroll-
ees). Indeed, in every one of those years and in every subcategory of
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FIGURE 4
Total Education and Related (E&R) Expenditures per FTE Student
by Carnegie Sector, 1989, 1999, and 2009 (in 2009 dollars)
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Source: The Delta Cost Project, American Institutes for Research; calculations by the authors.

TABLE 3
Total Education and Related (E&R) Expenditures per FTE Student
by Carnegie Sector, 1989, 1999, and 2009 (in 2009 dollars)

1989 1999 2009
Public associate’s $7,999 $9,383 $9,348
Public bachelor’s $11,443 $13,480 $15,504
Public master’s $10,376 $11,152 $12,360
Public research $13,638 $15,112 $16,731
Private bachelor’s $14,462 $18,143 $20,079
Private master's $12,149 $14,612 $16,391
Private research $23,911 $31,405 $41,019

Source: The Delta Cost Project, American Institutes for Research; calculations by the authors.
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E&R spending—instruction, student services, and the “education share”
of other expenditures—community colleges spent less per FTE than did
each of the other sectors. (The one exception was in 1996, when com-
munity colleges spent $1,000 per FTE student on student services, com-
pared to $965 at public master’s institutions.) The gap between E&R
expenditures per FTE at private research universities and E&R expendi-
tures per FTE in each of the other sectors has increased markedly since
2000; the gap between public master’s universities and public associate’s
colleges has not.

Revenue

In addition to spending less, community colleges also bring in less rev-
enue per FTE student (even without considering non-credit enrollments)
than do institutions in any of the other sectors. Figure 5 (page 86)
shows that in all sectors, revenue per FTE student increased from 1989
to 2009.% Revenue per FTE student grew at an average annual rate of
1.2 percent at community colleges, compared to 0.9 percent in public
master’s institutions and 1.5 percent in public research universities.

In 2009, 58 percent of the revenues of community colleges came from
state and local appropriations.?* This compares to 45 percent, 43 per-
cent, and 34 percent in the public bachelor’s, public master’s, and public
research sectors, respectively. (State and local appropriations to pri-
vate institutions are extremely small.) State appropriations constituted
a much larger portion of the budgets in all four public sectors twenty
years ago than they do today, but community colleges have been most
dependent on this source of funding as far back as the data go.

At community colleges, the decrease in funding from state and local
appropriations has been accompanied by a rise in tuition revenue per
FTE student, net of institutional grant aid. In 2009, community col-
leges’ net tuition revenue per FTE student stood at $2,907, which was
considerably lower than the same figure for any other sector—public
or private—yet still represents a steady average annual growth rate of
3.1 percent since 1987. Unlike most private institutions and many pub-
lic four-year institutions, community colleges don’t benefit significantly
from private gifts, investment income, and endowment earnings.

Salaries

The funding levels of community colleges are reflected in much higher
student/faculty and student/staff ratios than those found in public
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FIGURE 5
Total Revenue per FTE Student by Carnegie Sector,
1989, 1999, and 2009 (in 2009 dollars)
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Source: The Delta Cost Project, American Institutes for Research; calculations by the authors.

TABLE 4
Total Revenue per FTE Student by Carnegie Sector,
1989, 1999, and 2009 (in 2009 dollars)

1989 1999 2009
Public associate’s $8,398 $9,817 $10,675
Public bachelor’s $10,963 $13,546 $16,648
Public master’s $11,883 $12,839 $14,186
Public research $19,562 $22,132 $26,561
Private bachelor’s $11,335 $12,779 $15,048
Private master's $11,373 $13,187 $15,911
Private research $24,558 $29,559 $35,771

Source: The Delta Cost Project, American Institutes for Research; calculations by the authors.
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TABLE 5
Composition of Revenues at Public Associate’s Institutions,
1989, 1999, and 2009

1989 1999 2009
Net tuition revenue 18% 22% 27%
State and local appropriations 72% 65% 58%
State and local grants and contracts 7% 8% 9%
Federal revenue net of Pell 5% 6% 7%

Source: The Delta Cost Project, American Institutes for Research; calculations by the authors.

TABLE 6
Composition of Revenues at Public Institutions, 2009

Public Public Public Public
Associate’s Master’s Research Bachelor’s

Net tuition revenue 27% 43% 32% 27%
State and local appropriations 58% 43% 34% 45%
State and local grants and contracts 9% 8% 12% 6%
Federal revenue net of Pell 7% 7% 22% 23%

Source: The Delta Cost Project, American Institutes for Research; calculations by the authors.

four-year colleges. In fall 2009, community colleges averaged 22 FTE
students per FTE faculty member, compared to a ratio of 15-to-1 in
public four-year institutions. When all staff were considered, the ratios
were 10-to-1 at public two-year institutions and 5-to-1 at public four-
year institutions. Given the variation in funding levels across states, it is
not surprising that the student/faculty and student/staff ratios also differ
considerably. California, which has the lowest community college prices
and the largest fraction of students enrolled in that sector, had a stu-
dent/faculty ratio of 27-to-1 at community colleges in 2009 compared
to 17-to-1 in the public four-year sector. New Hampshire, which has the
highest tuition levels, had a ratio of 9-to-1 at community colleges com-
pared to 18-to-1 in the four-year sector.

Comparisons of faculty salaries between the two- and four-year sec-
tors are problematic because the job qualifications and responsibilities
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FIGURE 6
Average Full-Time Faculty Salary Relative to the
Public Associate’s Sector, 1991, 1999, and 2009
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Source: The Delta Cost Project, American Institutes for Research; calculations by the authors.

are quite different. In fall 2003, when 73 percent of faculty in public four-
year colleges and universities had PhDs, only 18 percent of those teach-
ing in community colleges had this level of education. For 17 percent of
community college faculty members, the highest level of education was
a bachelor’s degree or lower.*® This was the case for only 3 percent of
those teaching in public four-year colleges. Faculty at community colleges
spend about 78 percent of their work time teaching, compared to 65 per-
cent for those at public master’s universities and 58 percent for faculty
overall.”” Research accounts for a significant portion of the time of uni-
versity faculty, but is generally not part of the job description of commu-
nity college faculty. However, community college faculty members may
well spend more time on curricular development, student support, and
pedagogical development than do faculty members at other institutions.
As shown in Figure 6, in both 1991 and 1999, the ratio of the average
full-time faculty salary at public research institutions to that at community
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FIGURE 7
Average Subsidy per FTE Student, 1989, 1999, and 2009
(in 2009 dollars)
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colleges was 1.29. By 2009, salaries in public research universities aver-
aged 34 percent more than those at community colleges. However, the
ratio of the average salary at public master’s universities to that at com-
munity colleges was 1.19 in 1991, and 1.14 in both 1999 and 2009.

Subsidies

Most students are subsidized, with their tuition and fees covering less
than the full cost of their education. The difference between average
E&R spending and average net tuition (net of institutional grant aid) is
a measure of the level of the average subsidy per student. Figure 7 shows
this measure across sectors and over time.

The average subsidy per FTE student at community colleges ($6,440
in 2009) compares favorably to that of private master’s institutions
($6,294). However, the average subsidy per student in 2009 was $8,293
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FIGURE 8
The Average Subsidy’s Share of Total E&R Expenditures,
1989, 1999, and 2009
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Source: The Delta Cost Project, American Institutes for Research; calculations by the authors.

at public research universities and $7,469 at public bachelor’s colleges.
At community colleges, the average subsidy per FTE student has fluc-
tuated over time, but in 2009, community colleges were subsidizing
students’ educations to roughly the same extent as they had in 1989.
There is much more variation in subsidy levels across types of private
institutions. In 2009, the average student in a private research university
enjoyed a subsidy of $19,342, while the figure for private master’s uni-
versities was only $1,528.

Due to the considerable differences in total E&R expenditures
between sectors, the differences in dollar subsidies do not necessarily
correspond to differences in the shares of E&R expenditures that are
covered by the average subsidy. That share is displayed for each sector in
Figure 8. In every year for which data are available, the average subsidy
has covered a larger share of E&R expenditures at community colleges
than in any other sector, despite having gradually declined from a high
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of 81 percent in 1989 to a low of 69 percent in 2009. The average sub-
sidy’s share of E&R expenditures declined over that time period in all
of the public sectors, but to a greater extent at research, master’s, and
bachelor’s institutions than at community colleges. The large share of
E&R expenditures that is covered by the average subsidy at community
colleges translates directly into a low share being covered by net tuition.
In other words, students bear a smaller share of the cost of their educa-
tion at community colleges than in any other sector.

Subsidies to Private Colleges through Tax Exemption

As the data about subsidies discussed above indicate, students enrolled
in private research universities receive significantly larger subsidies than
students enrolled in either two- or four-year public colleges. Seminal
studies on student subsidies by Gordon Winston in the 1990s indicated
that students in the most selective, best-endowed private colleges received
subsides averaging about $23,000 in 1995—far more than the total cost
of education in public institutions.?® This pattern persists today, but most
of these subsidies are from private funds. From a policy perspective, it is
really the allocation of public subsidies that is most relevant.

Not visible in the subsidy data discussed above are the savings enjoyed
by private nonprofit institutions as a result of their nonprofit status—
their exemption from property, sales, and income taxes, as well as the
tax deductions from which donors benefit. Public colleges also benefit
from this tax-exempt status, but the benefits flow primarily to four-year
colleges, particularly the flagship institutions with foundations and loyal
alumni. How best to estimate the value of these subsidies depends on
what type of tax might most reasonably be imposed if the tax exemp-
tion were lifted.

Endowment Earnings. If private colleges and universities were for-profit
entities, they would pay taxes on their profits. The logical way to mea-
sure profits would be in terms of increases in net worth—essentially,
increases in endowment value. In 2010, private colleges held a total of
about $245 billion in endowment assets. However, thirteen universities
held half of these assets.?” The total value of the assets held by these thir-
teen universities declined from $154 billion in 2008 to $115 billion in
2009, and increased to $124 billion in 2010.%° In other words, a tax on
“profits” would not yield predictable revenues.



92 Bridging the Higher Education Divide

The thirteen wealthiest institutions had endowment assets averaging
almost $640,000 per FTE student in 2010—generating over $30,000
per student per year in revenues. However, most students receive much
lower subsidies from endowments. In 2010, the median student in a pri-
vate doctoral university benefited from $58,800 in endowment assets—
or less than $3,000 in annual revenue. For students in private master’s
universities, the figure was $10,410 of assets (about $500 per student
per year), and for those in private bachelor’s colleges, it was $24,650 of
assets (about $1,200 per student per year).’!

It might be possible to impose a tax on the income from college endow-
ments. If we assume that annual earnings average about 5 percent of asset
values, all private college endowments would generate a total of about
$12 billion in annual incomes. With federal corporate income tax rates
ranging from 15 percent to 35 percent, a tax on these incomes could raise
between $2 billion and $4 billion per year. Using a rate of return of 8 per-
cent would yield tax revenues of $3 billion to $7 billion per year.

A 2007 Congressional Research Service (CRS) report indicated that
taxing endowment income at the 35 percent corporate tax rate could
yield about $18 billion in tax revenues.*> However, the path of the econ-
omy in the intervening years suggests that this estimate is too high. After
declining precipitously in 2008, the total value of private college endow-
ments had recovered to about 93 percent of the 2007 value by 2010.%
Starting with the $340 billion asset value that is the basis of the CRS
calculation and adjusting for the decline yields a total current value of
about $316 billion. The 15.3 percent return for 2007 reported by CRS
was an anomaly. According to the National Association of College and
University Business Officers and Commonfund Institute, the average ten-
year return of U.S. higher education endowments and affiliated founda-
tions for the period ending June 30, 2011, was 5.6 percent.** Taxing an
annual 5.6 percent return of $17.7 billion at 35 percent would yield tax
revenues of about $6.2 billion.

No such tax on income applies to museums, hospitals, or other
endowed nonprofit institutions. Moreover, this would be a tax on
endowment earnings—not a tax on profits. Because institutional expen-
ditures tend to equal total revenues—after allowing for maintenance
of the purchasing power of the endowment—taxing profits would be
unlikely to generate significant revenues.

Public universities held a total of about $74 billion in endowment
assets in 2010, which was about $13,000 in assets or just over $600
in revenue per FTE student per year. As is the case in the private sector,
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these assets are highly concentrated in a few institutions. Nine universi-
ties have one-third of the endowment assets, and the wealthiest twenty-
one have one-half.> While the largest endowment per student generates
almost $9,000 per student per year, the tenth largest generates just over
$2,000 per student.

Most tax-exempt private foundations are subject to an excise tax of
2 percent on their net investment income. This is the amount by which
income, dividends and rents, and net capital gains exceed the costs asso-
ciated with generating that income. In other words, the tax rate on foun-
dation income is much lower than the tax rate on corporate profits, but
the tax is on income—not the amount by which income exceeds costs.
A 2 percent tax on the endowment income of private colleges would
generate $240 million to $400 million per year.

Property Taxes. Nonprofit colleges are also exempt from property taxes.
The fact that many institutions make payments to local governments
in lieu of property taxes, and the variation in property values and in
property tax rates across regions, make estimating the associated sub-
sidy virtually impossible.

Tax Exemption for Donations and Exclusion of Interest on Bonds
for Private Education Facilities. The absence of tax revenues on inter-
est paid by educational institutions on facilities bonds cost the federal
government about $2.1 billion in 2011.% The tax expenditure for the
deductibility of charitable contributions to educational institutions is
about $3.5 billion. Not all of these benefits accrue to colleges—or to pri-
vate colleges. But these two provisions could contribute about $4 billion
in tax subsidy to private colleges.

Sales Taxes. Nonprofit colleges and universities are exempt from sales
taxes. There is no simple way to estimate the value of this exemption.
If we assume the most extreme case—that private colleges receive
about $10 billion per year in tax subsidies, this amounts to a subsidy of
approximately $3,100 for each of the 3.2 million FTE students enrolled
in this sector. However, as noted, these subsidies are concentrated on a
small percentage of the students in the sector. The thirty-four private
institutions with endowment assets per student (including both under-
graduate and graduate students) exceeding $300,000 in 2010 enrolled
about 178,000 of the sector’s 3.2 million FTE students—less than 6 per-
cent. The students in the other 2,900 private institutions receive much
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smaller subsidies than these lucky few. As discussed above and devel-
oped further below, it is also likely that graduate students enjoy a dis-
proportionate share of the subsidy, and upper-division undergraduates
benefit more than lower-division undergraduates.

Accounting for Differences in the Level of Students

The previous sections have compared per-student revenues and expen-
ditures across institutions that educate very different mixes of students.
In addition to important disciplinary variation, community colleges
educate only lower-division undergraduates while all four-year institu-
tions also enroll upper-division undergraduates and universities enroll
master’s, doctoral, and professional students as well. As a result, simple
per-student comparisons exaggerate the relative lack of resources at
community colleges.

The key question in determining whether more money is spent on
lower-division undergraduates at universities than on community col-
lege students is the ratio of spending per upper-division undergraduate
and graduate student to spending per lower-division undergraduate in
universities. If advanced students benefit from a very disproportionate
share, then spending on lower-division undergraduates at universities
and community college students may be similar—or the latter may, as
some researchers have concluded, even be higher. Unfortunately, the
data necessary to establish the actual ratio are not available. So in order
to gain more insight into the resources devoted to community college
students relative to those in other institutions, instead of taking the com-
mon approach that assumes spending in other institutions is one-and-a-
half times higher, we engage here in a hypothetical exercise.

We take the approach of asking what the ratio of spending on
advanced students to spending on lower-division undergraduates would
have to be for per-student expenditures on lower-division undergradu-
ates in other sectors to be as low as they are at community colleges.>” In
other words, we start with the average costs of education at community
colleges. Knowing the approximate number of students in other sectors
who are at the first- and second-year level, we can estimate how much
these institutions would be spending on this group if they were spending
the same amount per student as community colleges spend. All of their
remaining expenditures would then be devoted to advanced students,
and we can calculate the implied level of spending per advanced student.
If this exercise suggested that they would be spending the same amount
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on students at all levels, we would conclude that this is unlikely and
that in reality, they are probably spending less per lower-division student
than community colleges are, while focusing more funding on the more
advanced students. If the exercise suggested that they would be spending
six times as much per advanced student as per lower-division student,
we would conclude that this is also unlikely and that in reality, they are
probably spending considerably more per lower division student than
community colleges are, while still having resources left over to spend
even more at the upper levels.

A simpler example may help to clarify the concept of this exercise.
Suppose we were interested in estimating how much coed colleges spend
on women’s athletics relative to the amount spent at women’s colleges,
but the data would not allow a clear separation between men’s and
women’s sports. We could easily take total expenditures on athletics at
women’s colleges and divide by the number of students to find expendi-
tures per woman. In Table 7, the $500 of total athletic expenditures on
100 women equals $5 per woman.

For the coed institution, we could assume that spending on men is,
for example, twice as high as spending on women, and then find out
how much would be left over for the women. But if we wanted to avoid
choosing a rather arbitrary number, we could instead assume that the
coed institution, like the women’s college, spends $5 per woman. In
the simple example in Table 7, for Coed College A, this would require

TABLE 7
Example of Thought Experiment about Athletic Spending

Women's Coed Coed
College College A College B

Number of women 100 50 50
Number of men 0 100 100
Total athletic spending $500 $1,500 $750
Athletic spending per student $5 $10 $5
Athletic spending on women at $5 per $500 $250 $250
Remaining athletic spending $0 $1,250 $500
Implied spending per man $0 $12.5 $5

Implied male/female ratio — 2.5 1.0
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$250 of the $1,500 athletics budget, leaving $1,250 for the 100 men—
or $12.50 per man. In other words, if Coed College A spent the same
amount per woman as the women’s college, they would be spending 2.5
times as much per man as per woman—a ratio that is higher than might
be expected or accepted. It is more likely that this college is spending
more than $5 per woman and less than $12.50 per man.

Coed College B provides a different example. Its athletic budget is
$750 and if $250 is going to women, there is $500 left over for the 100
men. The $5 per man would be exactly equal to the $5 per woman. This
is also unlikely, given the nature of football and other men’s sports, so
we might assume that this college is actually spending less than $5 per
woman—and that female athletes would enjoy more resources at the
women’s college.

In the spirit of this example, we have calculated what the ratio of
E&R spending on advanced students to E&R spending on lower-divi-
sion students would have to be if it were true that it costs the same
amount to educate lower-division undergraduates in other sectors as it
does at community colleges.’® Using the E&R expenditures per FTE stu-
dent figure for community colleges in 2008, along with the other sec-
tors’ shares of all students who are lower-division undergraduates, we
have estimated the amount of E&R expenditures per FTE that must
have gone to advanced students in those other sectors if it is true that
the cost of educating lower-division undergraduates is equal across all
sectors.” The results of this exercise are shown in Table 8.

These estimates suggest that if it were true that the amount community
colleges spend on lower-division undergraduates is the same as the cost of
educating similar students in all of the other sectors, then the cost of edu-
cating advanced students would have to be only 1.4 times as high as the
cost of educating lower-division students at public master’s universities,
twice as high at public research universities, but almost six times as high
at private research universities. The implication is that public master’s
universities probably spend about as much on lower-division undergradu-
ates, private research universities certainly spend more, and the other sec-
tors probably spend somewhat more, but the exact difference is unclear.
These estimates of course ignore any impact on lower-division students of
studying in the same institution with more advanced students.*’

We have repeated the exercise for state appropriations, focusing only
on public institutions. The results are shown in Table 9.

The estimates in Table 9 suggest that both public research and public
bachelor’s institutions receive significantly higher appropriations than
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TABLE 8
Hypothetical Education and Related Expenditures
per FTE Advanced Student, by Carnegie Sector, 2007-08
(in 2009 dollars)*

Implied Ratio of
Residual E&R Advanced Student
E&R Expenditures  Expenditures per to Lower-Division UG
per FTE Student FTE Advanced E&R Expenditures

Carnegie Sector at CGs Student per FTE
Public research $9,481 $19,350 2.04
Public master’s $9,481 $13,288 1.4
Public bachelor’s $9,481 $21,148 2.23
Public associate’s $9,481 — —
Private research $9,481 $53,347 5.63
Private master’s $9,481 $19,478 2.05
Private bachelor’s $9,481 $30,131 3.18

*Residual E&R expenditures per FTE advanced student are calculated as follows:

ER Expenditures in'\ _ ER Expenditures N FTE Lower Division UGs
Specified Sector per FTE CC Student in Specified Sector

FTE Advanced Students in Specified Sector

Source: The Delta Cost Project, American Institutes for Research; U.S. Department of Education,
Institute of Education Sciences, National Center for Education Statistics, 2007-08 National Postsec-
ondary Student Aid Study (NPSAS:08); calculations by the authors.

public associate’s and public master’s institutions for the education of
lower-division undergraduates. The public bachelor’s sector is relatively
small, but it is focused on undergraduate students—and their appro-
priations would allow them to spend three times as much on advanced
students as on lower-division students using the community college
benchmark. Since 19 percent of the FTE students in public research uni-
versities are graduate students, the ratio of 2.91 does not imply as large
a difference—but still suggests that there are more state funds available
for lower-division undergraduates than is the case at community col-
leges. Public master’s institutions—the most likely four-year alternative
for community college students—are not so well funded and students
enrolling in this sector do not appear to benefit from significantly more
public funding than they would have in two-year institutions.
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TABLE 9
Hypothetical State Appropriations per FTE Advanced Student,
by Carnegie Sector, 2007-08 (in 2009 dollars)*

Implied Ratio of

Residual Advanced Student
State and Local Appropriations to Lower-Division
Appropriations per  per FTE Advanced UG Appropriations
Carnegie Sector FTE Student at CCs Student per FTE
Public research $4,209 $12,242 2.91
Public master’s $4,209 $7,895 1.88
Public bachelor’s $4,209 $12,611 3.00

Public associate’s $4,209 — —

*Residual appropriation per FTE advanced student is calculated the same way that residual E&R
expenditures per FTE advanced student are, the only difference being that appropriations are substi-
tuted for E&R expenditures in the equation.

Source: The Delta Cost Project, American Institutes for Research; U.S. Department of Education,
Institute of Education Sciences, National Center for Education Statistics, 2007-08 National Postsec-
ondary Student Aid Study (NPSAS:08); calculations by the authors.

WHAT ARE THE RELEVANT COMPARISONS
FOR DETERMINING EQUITY?

Even if we could more accurately determine how much funding is
devoted to educating students in different sectors, we would need a stan-
dard for determining how much should be spent. This is a normative
question that cannot be settled with evidence alone. However, it may
be possible to construct a framework from which to approach the issue
analytically. We first pose questions about what would constitute equal
funding levels and then ask what considerations might affect whether
equal dollars translate into equal treatment for the different students
enrolled in each sector of higher education.

Defining Equal Funding

Equality could be defined in terms of average dollars spent on edu-
cating students, in terms of average public funding per student, or in
terms of subsidies. Student outcomes are obviously a function of total
resources, not of public resources alone. But unequal access to private
resources may not be a feasible public policy target in higher education.
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It certainly seems unfair that a small number of students coming from
disproportionately affluent backgrounds enroll in private institutions
with unusually ample resources. It is hard to imagine that marginal dol-
lars spent on these students at their unusually wealthy institutions yield
benefits anywhere close to what might be the case if the resources were
transferred to less-advantaged students enrolled in public institutions.

Despite the fact that a portion of the subsidies that wealthy private
institutions receive comes from public funding, it is not easy develop
practical suggestions for reallocating these resources. These colleges and
universities could surely enroll more qualified, low-income students, but
even significant increases would not touch the lives of the vast majority
of disadvantaged students. Alternatively, the institutions could allocate a
portion of their funds to scholarship aid for local students enrolled else-
where or to the development of programs at cash-strapped institutions
in the area. These unlikely developments could have a greater impact,
but would not replace broad-based public policy changes involving the
allocation of public resources.

Whether or not we can precisely define how much public funding is
going to each community college student in a technical occupational
training program or in a general studies program and to each lower-
division undergraduate, upper-division undergraduate, and graduate
student in a public master’s or doctoral university studying engineering
or philosophy, state and local governments must make decisions about
the equitable and efficient allocation of resources.

If there were equal spending on community college and four-year
public college students, community college students would have to get
higher subsidies, since their relatively low tuition leaves a larger gap.
Low tuition (in combination with ample state and federal grant aid)
is central to the mission of community colleges. As the access point to
postsecondary education and with predominantly low-income students,
community colleges cannot reasonably raise tuition to levels approach-
ing those of four-year institutions. Equal subsidies to the two groups
will yield lower spending at two-year institutions.

The Case for Unequal Spending and Subsidies

One idea behind the community college system as a route to a viable
system of mass postsecondary education is that these institutions can
educate students more cheaply than four-year institutions can. They are
teaching colleges with no significant research agenda and they can rely
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on faculty with lower-level credentials. Since teaching is the focus, fac-
ulty can teach more classes in this sector. Moreover, because they are
generally not residential campuses, community colleges do not have to
provide the array of amenities that are common in the four-year sector.
While dormitories and dining halls may pay for themselves, other facili-
ties and services for students whose lives are entirely on campus do not.

Community colleges are designed to make a part of the college expe-
rience easily accessible, both geographically and financially, to a broad
range of students. Low prices and relatively low costs are parts of the
strategy for making postsecondary education widely accessible. As dis-
cussed above, there are differences of opinion about whether spend-
ing on the education for lower-division undergraduates is really lower
at community colleges. A very real question, however, is whether the
characteristics of the student body and their academic and social needs
require a different perspective on determining adequate resources.

It is almost certainly true that upper-division undergraduates—and,
even more so, graduate students—require some resources not necessary
for a solid beginning postsecondary education, particularly in the form
of faculty skills and research context. But among beginning postsecond-
ary students, there is an argument to be made that the typical community
college student requires more resources than the typical lower-division
student at, say, a public flagship university. Community college students
generally come from lower-income backgrounds and have less academic
preparation than their counterparts at four-year institutions.

Because of their socioeconomic and academic backgrounds, commu-
nity college students are likely to need more remedial courses and to be
more dependent on student support services in order to succeed in their
studies than are lower-division students enrolled in four-year institu-
tions. These circumstances compound the need for additional resources
resulting from the fact that community college students are more likely
to be engaged in vocational training in technical fields than are students
at four-year institutions.

The low-income backgrounds of most community college students raise
the question of whether equitable postsecondary funding requires com-
pensation for inadequate access to resources earlier in life. The resources
devoted to elementary and secondary education vary dramatically across
school districts, but it is not possible to make general statements about
the spending on low-income versus affluent students. In 2005-06, when
average spending per student in the United States was $9,501, the average
for high-poverty districts was $10,318—slightly lower than the $10,440
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in low-poverty districts, but higher than the $8,731 to $9,070 in dis-
tricts with intermediate levels of poverty.* In other words, generaliza-
tions about the resources devoted to the education of students before they
arrive on college campuses are not likely to be accurate. That said, there is
considerable evidence that the out-of-school resources, including enrich-
ment spending by families in addition to community resources, are highly
unequal and have grown more so over time.*? It is hard to argue that
“equal” treatment does not involve some level of compensatory funding.

The idea that low-income students need more resources in order to
achieve outcomes approaching those of more affluent students has a
long history in discussions of elementary and secondary school fund-
ing. There is widespread agreement that students for whom resources
outside of the school environment are most limited and for whom other
sources of enrichment are scarcest are most vulnerable to inadequately
resourced schools.*

But there is no consensus that any amount of money would be able
to close the gaps—or about how far additional money would go in nar-
rowing those gaps. Even if there were a consensus with regard to K-12
education, it is not clear that the conclusions would transfer to postsec-
ondary education.

The goals for high school outcomes are fairly standard across stu-
dents. High school graduates should be college- and career-ready. Com-
mon core standards will make this consistency even clearer. But the
range of outcomes sought by postsecondary students is much wider.
Many community college students seek short-term certificates or other
forms of job training. Some seek to transfer to four-year institutions. It
is more expensive to train people for technical occupations than to teach
a general liberal arts curriculum on the way to a bachelor’s degree. But
it is more expensive to have sophisticated science labs for advanced stu-
dents than to teach people basic mathematics.

In addition to considering the equity implications of funding dif-
ferences for public two-year and four-year students, it is important to
examine efficiency considerations. What are the marginal benefits—to
the individuals and to society—of additional investments in college stu-
dents in different sectors? Could more resources devoted to community
colleges improve credential attainment among students with disappoint-
ingly low completion rates? Should we focus resources on the students
most likely to complete high-level STEM degrees or on those who will
struggle to be productive members of the labor force if not provided
with a stronger support system?
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Aside from the rather obvious issue discussed above of the low mar-
ginal benefit of the extraordinary resources focused on a very small
minority of students in the most elite institutions, these comparisons
are difficult to make. It may be more constructive to focus on the ade-
quacy of funding for community colleges and their students, rather than
just on the distribution of the funding within higher education. Particu-
larly in the current environment of diminished funding for education,
it seems clear that at least at the federal level, there are public expendi-
tures other than those on public flagship universities that would be bet-
ter sources of increased revenues for community colleges. State budgets
are more constrained, but there is no reason to focus only on the choices
within the domain of education. The urgency of the problem is made
more visible by cutbacks in course offerings and the resulting flight of
students to the for-profit sector. A well-funded and strengthened two-
year public college system is important for stemming the tide of students
into expensive programs and institutions that too often leave them with
unsustainable levels of debt, in addition to putting the nation’s goal of a
more educated, better-trained workforce into reach.

CONCLUSION

A definitive discussion of the adequacy of community college fund-
ing relative to other sectors of higher education would require a more
nuanced data collection system allowing for the breakdown of expen-
ditures across programs and years of study. Without these data, it is not
possible to reliably compare the resources devoted to community college
students to those devoted to similar students in other sectors. That said,
some indicators point to problematic circumstances.

We cannot state definitively how educational expenditures per com-
munity college student compare to expenditures on lower-division stu-
dents at four-year public colleges, although it appears that research
universities do spend more educating their lower-division students. In
any case, it is clear that expenditures have risen more rapidly at public
research universities than in the sectors that educate more vulnerable
student populations. Over the twenty years from 1989 to 2009, educa-
tion and related expenditures per FTE student increased 23 percent in
real terms at public research universities, 19 percent at public master’s
universities, 35 percent at public bachelor’s colleges, and 17 percent at
community colleges. There has been no increase at community colleges
over the most recent decade.
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State and local appropriations have actually been much more stable
for community colleges than for public four-year colleges. Revenues per
FTE community college student from this source were 3 percent higher
in 2009 than in 1989, while there were declines of 20 percent at public
research and 26 percent at public master’s universities. Net tuition rev-
enue has grown rapidly to compensate in these sectors, but that is not a
viable strategy for community colleges.

It may be more constructive to focus on whether adequate resources
are being devoted to the postsecondary education of disadvantaged stu-
dents rather than on the comparison of the public funds—or the total
amount of funding—devoted to educating students in different types of
colleges. However, the lack of consensus on defining adequate funding in
the K-12 education context provides a window into the even more dif-
ficult task in the realm of higher education. Because there is a consensus
that students should not have to make a financial contribution to their
own elementary/secondary education, only a total figure is needed—not
a breakdown of that figure between the social and private responsibili-
ties. In addition, the desired outcomes of postsecondary education are
much more varied than those for K-12.

In other words, discussions of whether or not public funding of com-
munity colleges is adequate are likely to remain value-based debates for
the foreseeable future. Improving the analytical framework for these
debates is perhaps the most promising step for increasing the likeli-
hood of moving public priorities in the direction of assuring educational
opportunity. This effort requires several components:

1. Better data. National data should allow better separation of insti-
tutional expenditures on educating students at different levels of
study (lower-level undergraduate, upper-level undergraduate, and
graduate) and in different programs of study.

2. Defining efficiency considerations. Attempts to measure the social
impact of increased levels of postsecondary educational attainment
are widespread. Research on the differential impact of education
at different types of institutions, in different programs, and for
students with different characteristics and levels of preparation is
less developed. Determining where society should put its marginal
resources requires making hard choices among desirable goals and
productive investments.

The public discourse currently reflects strong differences of
opinion. On one hand, many people believe we are under-investing
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in at-risk students who have the potential to reap large benefits
and make significant contributions if they are provided with strong
postsecondary opportunities. Others contend that we are wasting
resources by subsidizing students to enroll in colleges where they
have little chance of earning credentials.

We need more evidence about the potential for alternative alloca-
tions of resources and alternative institutional structures to influence
outcomes for at-risk students. We must also examine more carefully
the return on investments in different types of students in different
courses of study and in different types of institutions. The issue of
at what stage of life additional investment is most productive is very
relevant to this discussion.

3. Defining equity considerations. In addition to focusing on the
loss of productivity and increased need for social support systems
resulting from under-investment in the postsecondary education
of disadvantaged students, we should strengthen the equity argu-
ments underlying concerns about community college students and
those enrolled in other institutions struggling to provide educa-
tional opportunity to lower-income, less-prepared students.

Pointing to the unsatisfactory outcomes of community college
students would not be a sufficient argument, even if we could
assert with confidence that more public resources are targeted at
more privileged students. Better use of limited resources by both
institutions and the students themselves surely has some potential
to improve outcomes.

Perhaps the strongest equity argument for assuring that students
from low-income backgrounds receive larger public subsidies than
others do is the scarcity of private resources available to them. The
question need not be just whether low-income students need more
resources. There is a large and growing gap between the expen-
ditures that middle- and upper-income families and communities
devote to their young people and the resources available to those
from low-income backgrounds. Compensating for these differences
becomes more challenging the later in life the efforts are made.

There is broad consensus that our economy will require an increas-
ing number of workers with postsecondary credentials, including many
certificates and associate degrees. Establishing a secure middle-class
standard of living without any postsecondary experience is very diffi-
cult. And many of the students who enroll in community colleges do
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not emerge with credentials. Additional resources, more effective use of
those resources, and better guidance and support for students in both
public two-year colleges and public four-year colleges serving disadvan-
taged and under-prepared students are surely necessary.

Whether or not funding formulas disadvantage community college
students, it is clear that the shift away from a public priority on pro-
viding quality postsecondary educational opportunities to all who can
benefit has a disproportionate impact on students without access to pri-
vate resources to compensate for the loss of public investment. Students
enrolling in community colleges and broad access four-year public insti-
tutions need better academic preparation and better-resourced institu-
tions. Both their futures and the future of our economy and our society
depend on our success in finding better ways to support their prepara-
tion for productive and financially secure lives.
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