Increased Higher Education Costs and Debt Limit Young People’s Options

Gaining a college degree is vitally important for a
person’s economic future in Connecticut.
Connecticut is lucky to have a highly educated
workforce. In fact, Connecticut ranks third highest

among states in the share of its workforce holding a
bachelor’s degree or higher (36%).

This is fortunate, since without a bachelor’s degree
workers fare dramatically worse in the Connecticut
economy. In 2006, close to 12% of Connecticut
residents lacking a high school degree were
unemployed, compared to just 2% of those with a
bachelor’s degree. Wage data also strikingly show the
importance of a college education. The median wage
of Connecticut workers with a bachelot’s degree or
higher ($26.39/hour) was more than double the wage
paid to workers lacking a high school education
($9.79/hour). This gap has grown matkedly over the
past thirty years. Since 1979, in real dollars the
median hourly wage of the highest educated has
grown from $20 to around $27, while hourly wages
for the least educated have fallen from $12.50 to
about $10.!

In addition to greater economic stability, college
degrees confer additional benefits for both the state
and the student receiving the education. The state
has a better-prepared and trained workforce to propel
Connecticut’s economy forward, while residents with
a college degree experience improved health benefits,’
and are more likely to have their own children pursue
higher education.’

Despite the importance of a college education for
economic success, higher education costs have
soared. While demand for college education grows,
the costs of attending college also have grown
significantly. The Connecticut Board of Governors
for Higher Education stated in their 2007 System
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Trends report that “increasing tuition and flat grant
awards are driving many middle and lower income
students toward more loans and significant post-
college debt burdens.”

Since 1989, tuition and fees across the
Connecticut public higher education system have
rapidly grown. In FY 2008, a commuter student
pays $8,842 per year in tuition and fees to attend the
University of Connecticut, $2,828 to attend a
Community-Technical College, and $6,736 to be
enrolled in one of the Connecticut State Universities.

These costs have increased greatly over the past two
decades. The Community and Technical college
system has had a 258% increase in its annual tuition
and fees (in nominal dollars). The University of
Connecticut has experienced a 286% increase, and the
Connecticut State University system has experienced
a staggering 346% increase over the past two
decades’. The increases are well above increases in
the Consumer Price Index, as well as above increases
in the faster-growing Higher Education Price Index.

In short, the rapidly increasing costs of public higher
education are creating ever-higher barriers to access
for low-income students and, increasingly, middle-
income students, as well.

The likelihood of attending college continues to
vary substantially by family income. A recent
report by the New England Policy Center of the
Federal Reserve Bank of Boston, Do Loans Increase
College Access and Choice? Examining the Introduction of
Universal Student 1.oans,” noted “even despite decades
of aid policy, the likelihood of attending college varies
substantially by family income.” It reported that
among high school graduates in 2004, just 43% of
students from families with income less than $30,000



immediately entered post-secondary  education,
compared to 75% of students from families with
incomes over $50,000.

Of particular concern is that this gap remains large
even after accounting for differences in students’
academic preparation and achievement. Citing a 2001
report by the United States Department of Education,
the Federal Reserve Bank report stated, “Low-income
high school graduates in the #p academic quartile
attended college at only the same rate as high-income
high school graduates in the bottomr quartile of
achievement.” (emphasis added).

In short, our failure to keep higher education
affordable is reducing the likelihood that some of our
most talented young will not get the opportunity to
tulfill their full potential.

Connecticut residents already carry significant
debt. The median installment debt for Connecticut
residents is $13,834, while median credit card debt is
third worse in the nation at $2,094°. As their debt
grows, young people, and particularly those from
families with low incomes and few assets, are unable
to finance their educations without facing nearly
debilitating debt loads.

In recent years, student loan debt has grown at an
astounding pace. Between 1989-90 and 2003-2004,
the percentage of full-time, full-year students with
loans increased from 36% to 50%; average annualloan
amounts grew 38% in constant 2003 dollars — from
$4,486 to $6,200 per student.” Between 1977 and
2003, the number of students enrolled in college grew
by just 44%, while the total amount in student loans
grew by 833%.° Currently, the average undergraduate
student in the nation reaches commencement with

nearly $20,000 in debt.”

Perhaps even more troubling is that many students
accrue significant debt without ever receiving the
degree that can increase their earning potential.
Indeed, one out of five American student borrowers
leave college with debt, but lacking a degree."

The result in Connecticut is further stratification of
wealth, and the confining of broad segments of
Connecticut’s talented young population to lower-
paying jobs when they cox/d achieve much more.

Public investment in higher education pays for
itself many times over. So increased state
investment in higher education in Connecticut is
a wise way to reduce student costs and increase
access for all qualified students. A 2007 Working
Paper from the New England Policy Center of the
Federal Reserve Bank of Boston'' quantified the
many fiscal benefits associated with greater college
attainment (in addition to higher wages for the college
graduates). It found that college graduates generally
pay much more in taxes than those who did not
attend college, while government spending on college
graduates (e.g., in public assistance, Medicaid,
unemployment compensation) is much less. In total,
the federal and state governments net about $481,000
in fiscal benefits per college degree from a public
institution, of which more than a quarter accrues to
states. The average real internal rate of return on the
government’s investment in higher education is
estimated to be 10.3% per year.

“On average, government spending for higher
education is a sound public investment, even if
governments had no other reasons to promote and
encourage college education and if the higher-
education sector produced nothing but college-
educated taxpayers.”

P. Trostel, The Fiscal Impacts of

College Attainment (2007)"

The state must make college education
affordable for all students so that they can
succeed in our increasingly global economy.
Connecticut’s economic future depends on its ability
to thrive in a 21" century economy. Jobs that pay
well, but do not require a college degree (including
many manufacturing jobs) have been in steady decline
in the state.

For Connecticut to retain its high standard of living, it
is essential that its residents continue to be among the
most educated in the world. Without that education,
Connecticut residents unfortunately are destined for
lower-paying jobs with sinking real wages, and
Connecticut businesses will have increasing difficulty
finding the skilled workforce it needs to thrive. For
all these reasons, greater investments in Connecticut’s
higher education system, and in preparing students to
exce/ in that system, are crucial for Connecticut’s
continued success.
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