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Impact of the recession on higher education - national

Jiuitien prices are up, family Incemes and assets are flat or down

While maximum Pell'Grant was' raised last year, Itwas'less than the
increase in COA at both public ($849) and prvate ($1,473)
URIVErsIties

» No'increase in Pell'Grants this year

State funding for higher education has decreased

= \V19% last year, including stimulus funds
Endowments have risen two years in a row (FY: 2009/ & 201.0)
Furloughs, layefis, cutbacks at many higher education Institutions

Demand for higher education continues to rise
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State funding fer higher education, FY 2009-2011:

Changes in State Financing for Higher Education ?  Interactive Map

State support for higher education

continued to drop into the 2011 fiscal ’
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SOURCE: 'Grapevine' annual survey, lllinois State U. and State Higher Education Executive Officers
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Changes In tuitien prices and Inceme

Increase since 1980, constant dollars
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Financial aid trends

Financial aid by source per FTE undergraduate, constant dollars
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Grant aid te Undergraduate students

Source and type of grant aid Distribution by income quartile
(dollars in billions)
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What does the research tell us about college access?

Tuitien prices and financial aid are mest influentialien the co/lege
entry decisions off lower-inceme: students

Lewer-inceme StUdents are more respoensive te tuition changes than
chianges In aid awards

HIgher-income students are largely unrespoensive teraid in terms, 6f
college entry, but can be influenced In terms 6fi co//ege. choice

Grants are more influential thanfloans
|Leans are most effective In Intilencing cheice, rather: than access

Tuitien prices and financial aid infitence initial college-goimng
decisions mere than persistence

Merit aid Is'awarded dispropertionately te students frem wealthier;
families because of the criteria used

ACCEeSS and completionisia complicated interplay: of
NanCes, academic preparation, and seciecultural factors
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The interplay of financial and academic barrers

1992 high school graduates earning a bachelor’s degree by 2000

Socioeconomic Status Quartile
(composite of parental education, income, and occupation)

Lowest Highest
Lowest
Achievement 790 27%0
Quartile
(8t grade reading & math)
Highest
439%0 7790
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lop 10 reasens for rising tuition Prices

10. LLabor intensive and inability/unwillingness to substitute' capital for lalbor

)
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Highly=skilled, well-compensated: lalhor;
EXPensive henefits packages
EXpensive and expansive physical plant

Highly: competitive imadustrny. driven by perceptions of guality, net price,
WItH POeY cCORSUMEr Infermation

Breadening participation to new: pepulations

State and federal regulation

Unwillingness: ter compromise guality

The “Chivas Regal™ effect

anad-the numper Gne. reason 1o 11créas/ng Wition Prices. . .
Strong demand for higher education
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Dealing with the fiscall crisis — typical reSpenses

 Layoffs and furloughs
 Hiring freezes
 Salary freezes

» Use more adjuncts

e Increase tuition

« Cut financial %he BOX
* Increase enroliment

e Fund raising

 Erode access — more full-pay students
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What will' the future hold?

http://www.personal.psu.edu/deh29
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Thinking eutside the box — for higher education broadly.

Tuition strategies

Leower: division/upper division differentials
Pregram-hased tuition
Salany-hased tuition

Financial aid strategies

© 2011, Donald E. Heller

Front leading grants Vs. leans
Step discounting wealthy: students at high-demand Institutions
Convert ment schoelarships teloan fergivVeness programs

Tie eligibiity for federal TitieT IV funds te mnstitutional aid
practices

Reform formula for campus-based Title IV programs
Increase borrewing limits in Title I\ programs
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Thinking eutside the box — for higher education broadly.

Cost strategies
x Department censelidation
x Stop the amenities armms race
x Partner withrother local institutions ey COmMmMen SEnVICes
x Cut back on everly-generous Renefits
a Examine executiverpay and henefits
= Retirement incentives
s Strategic hiring

Revenue strategies
= Increase endewment payout rates
= Reduce tuition discounting
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