HIGHER EDUCATION

YOUNG AMERICA



HIGHER EDUCATION

ver the last generation, the importance of obtaining some
type of post-secondary credential has grown. As earnings have
dropped considerably for workers with no further education
beyond high school, a higher education has become all but
essential for entering the middle class. Yet rising tuition prices, coupled
with anemic levels of financial aid, are leaving too many in this generation

without the credentials they need to thrive in the 21st century economy.

Once the unquestioned leader in educational
attainment, today our nation is only 9th in FINDINGS AT A GLANCE

the world.! Among 25 to 34 year-olds, we are
even further behind, coming in 12th place for

the percentage ofyoung people Wlth at least *EDUCATIONAL ATTAINMENT RISING BUT BIG DISPARITIES REMAIN

an associate’s degree or higher.? The pattern

emerges despite the fact that increasingly large “WIDE COLLEGE ENROLLMENT GAPS BY RACE AND INCOME LEVEL

. . .ALTHOUGH MOST HIGH SCHOOL GRADS GO ON TO COLLEGE, NEARLY
numbers of high school graduates enroll in

HALF OF THEM NEVER FINISH

some type of college. Yet college completion
has stagnated in the United States while it has
*RISING COLLEGE COSTS CREATE MAJOR BARRIERS TO SUCCESS
.STUDENTS WORKING LONGER HOURS AND ENROLLING PART-TIME

TO MEET RISING COSTS

risen in other nations.

There are many reasons why so many young

people enter college but leave before finishing

their degree. Financial barriers are a primary

.. . . .. +DEFAULT RATES ON STUDENT LOANS HAVE RISEN SHARPLY
factor as tuition at public universities has more
than tripled since 1980, and financial aid has
failed to keep up. The high cost of college is
particularly prohibitive for students from lower-income families, and shifts away from need-based aid are only
exacerbating the challenge.® As states continue to face budget shortfalls, funding for higher education and
student aid is very likely to continue its decades-long slide. Rising tuition and limited financial aid has more
students than ever financing their college education with debt and at ever-increasing amounts. In addition,
students are struggling to meet rising college costs by enrolling part-time and working long hours.*

Lack of preparation at the high school level is another factor contributing to high drop-out rates.” Our K-12
system often fails to graduate students ready for college, forcing many into costly remedial classes at the outset
of their college education.

The need for education beyond high school shows no sign of slowing as the American economy is projected to
produce millions of “middle-skill” jobs that pay well and require an associate’s degree or certificate.® In order
for young people to attain the credentials to compete in this economy, these cost, access, and completion
hurdles must be addressed.
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COLLEGE GRADUATES STILL A MINORITY OF YOUNG PEOPLE

EDUCATIONAL ATTAINMENT RISING BUT BIG DISPARITIES REMAIN

Since 1980, the percentage of young people with either a 2- or 4-year degree has increased significantly, but
growth has slowed in the last two decades compared to enrollments, and disparities by race and income level

have grown wider.

* One out of three Americans aged 25 to 34 has a bachelor’s degree or higher, up from nearly one
out of four in 1980 (Figure 2.1).

* One in ten young people has an associate’s degree, a slight increase from 7 percent in 1991 when

those figures were first tracked (Figure 2.1).

* The gap in college completion has widened by race since 1980, though all groups have higher
percentages of bachelor’s degrees. The percentage of young African Americans with a bachelor’s
degree grew from 12 to 21 percent; Latinos from 9 to 14 percent; and whites from 27 to 40

percent. The gap is less pronounced among associate’s degree holders (Figure 2.1).

* Young women are now much more likely to have at least a bachelor’s degree—a complete reversal
of the gender gap from 1980. In 2000, 31 percent of young women had at least a bachelor’s
compared to 28 percent of young men. In 2011, 37 percent of young women had at least a

bachelor’s degree compared to 29 percent of young men (Figure 2.1).

figure 2.1 | EDUCATIONAL ATTAINMENT, AGES 25-34, BY RACE/ETHNICITY AND GENDER, 1980 AND 2011
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“WITH THE WAY PRICES ARE RISING ON
EVERYTHING, IT MAKES IT EVEN HARDER FOR
MY GENERATION TO BETTER THEMSELVES
INTELLECTUALLY. MORE AND MORE OF MY
FRIENDS ARE BARTENDING AND WAITING
TABLES INSTEAD OF GOING TO COLLEGE.”

- WEST PALM BEACH, FLORIDA

COLLEGE ENROLLMENT CLIMBS BUT DROPOUT RATES REMAIN HIGH

WIDE COLLEGE ENROLLMENT GAPS BY RACE AND INCOME LEVEL

The majority of high school graduates now go on to some type of college, but college degrees remain elusive.
The type of college a young person attends, as well as their decision to enroll, still differs greatly by both race
and income level.

* In 2011, although most young people have a high school diploma, young Latinos and African
Americans graduate at lower rates: 70 percent of Latinos, 89 percent of African Americans and
95 percent of whites graduate from high school (Figure 2.1).

* Seven out of 10 recent high school graduates enroll in some type of college in the fall of the
following year, up from under half in 1980 (Figure 2.2).

* One-third of students enroll in public 4-year colleges, more than one-third (38 percent) enroll in
public 2-year colleges, 14 percent enroll in private 4-year colleges and the remaining 10 percent
enroll in private, for-profit institutions.”

e The gap in college figure 2.2 | PERCENT OF HIGH SCHOOL GRADUATES WHO ENROLL IN COLLEGE IN THE

FALL IMMEDIATELY FOLLOWING GRADUATION, BY INCOME, 1980 AND 2010
enrollment rates
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KHADIJAH’S STORY

AGE 22 | CHARLOTTE, NC

Khadijah is a third-year
student at Central Piedmont
Community College in
Charlotte, NC and expects

to graduate in two more
years after finishing the nursing program.
Like many community college students,
she has overcome many challenges to get
where she is, and has more ahead before
graduation.

She’s grateful that she qualifies for the
federal Pell Grant program. “Without [it]
going to college would have only been a
dream for me because I do not have the
resources to pay for my education.” Because
there were no jobs when she graduated
high school, working her way completely
through school was simply not an option.
Khadija took on three on-campus jobs one
year through federal work study, but had
to stop because the long hours affected her
grades.

Once Khadijah gets her nursing
certification, she hopes to transfer to a
4-year college and then go on to study

in a master’s degree program. Ultimately,
Khadijah wants to run a pediatric clinic in
her community.

There are many steps to get there however.
She will have to take extra classes because,
at the onset, she was confused about which
courses and prerequisites she needed to take
for nursing. Maintaining financial aid amid
budget cuts is another potential obstacle. “I
think that if the Pell grant gets taken away,
not as many young people would be able to
attend college and serve their communities
in the future.”s

ALTHOUGH MOST HIGH SCHOOL GRADS GO ON TO
COLLEGE, NEARLY HALF OF THEM NEVER FINISH

The ability for students to finish their degree varies widely by
race, income level as well as by the type of college attended, their
degree of study and the state where they attend.®

* Among full-time students who began secking a
bachelor’s degree at public universities in 2002,
the national graduation rate within six years of
enrolling was 55 percent (Figure 2.3).

* Just 46 percent of Latino and 39 percent of African
American bachelor’s candidates completed a
bachelor’s degree within 6 years (Figure 2.3).

* Within all race and ethnic groups, women complete
their bachelor’s degrees at a higher rate than men
(Figure 2.3).

* Among full-time associate’s degree students, the
completion rate after six years is just 28 percent,

and even lower among minority groups.’

* Completion rates at for-profit colleges are lowest.
In 2008 the ten largest for-profit institutions
graduated just 20 percent of their bachelor’s degree

students.'?

figure 2.3 | SIX YEAR COMPLETION RATES FOR BACHELOR’S DEGREE-
SEEKING STUDENTS AT PUBLIC FOUR-YEAR INSTITUTIONS, BY GENDER
AND RACE/ETHNICITY
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SOURCE: National Center for Education Statistics, The Condition of Education 2011, Table A-23-2
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A GENERATION OF SOARING COLLEGE COSTS IMPEDES STUDENT SUCCESS

RISING COLLEGE COSTS CREATE MAJOR BARRIERS TO SUCCESS

As state funding for higher education steadily declined as a portion of colleges’ revenue, colleges raised tuition
to make up for the gap—a major reason why tuition at public colleges more than tripled since 1980. This
financial change left students to absorb more of the costs by taking on student debt and working long hours
while in school. Unsurprisingly, financial barriers are the number one reason students cite for dropping out.

° Average tuition at publlc figure 2.4 | AVERAGE TUITION AND FEES, BY INSTITUTION TYPE, 1980-81 TO 2010-11
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* Average tuition at
community colleges also B rueiic Four-YEAR [l PUBLIC TWO-YEAR
rose steeply, more than
doubling from just over
$1,000 in the 1980 academic year to $2,710 in 2010
(Figure 2.4).

* State colleges and universities are now more reliant on tuition to cover their operating expenses as
state and local appropriations have not kept pace with rising enrollments. In 1985, 23 percent of

higher education revenue was from tuition—by 2010, it had climbed to 40 percent.”

“I'HAVE TAKEN ON $27,000 OF FEDERAL
STUDENT LOANS JUST FOR MY FIRST TWO
YEARS, AND NEARLY HAD TO DROP OUT OF
SCHOOL AFTER MY FIRST SEMESTER BECAUSE |
HAD TO PAY THE REMAINING $3,500 OF COSTS
FOR THE FIRST SEMESTER OUT-OF-POCKET.”

- INDIANAPOLIS, INDIANA
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STUDENTS WORKING LONGER HOURS AND ENROLLING PART-TIME TO MEET RISING COSTS

The risk of dropping out of college is much greater if students enroll part-time or if they work longer than 20
hours per week." Yet, as college costs have risen, and financial aid has shifted away from grant and need-based
aid to debt and other aid, today’s students are much more likely to be working long hours and going to school
part-time.

* To finance their education, 58 percent of young community college students enroll in school
part-time, and two-thirds work more than 20 hours per week."”

figure 2.5 | MAXIMUM PELL GRANT AS A PERCENTAGE OF
TUITION, FEES, ROOM, AND BOARD, PUBLIC FOUR-YEAR

(46 percent) work more than 20 hours per week, INSTITUTIONS, 1980-81 TO 2010-11
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40% 34z
* In 1980, the maximum Pell grant covered 69
percent of the costs of a 4-year public college,
including room and board. Today, it covers 34 0%
percent (Figure 2.5).

* At the state level, student aid has shifted away 0% N N

from need-based aid. Today, 73 percent of state & " "
grant aid is need-based, down from 100 percent
in 1980."

SOURCE:The College Boa

“EVERY TIME I THINK ABOUT MY ECONOMIC FUTURE,

| THINK ABOUT THE DEBT THAT 'VE INCURRED JUSTTO
IMPROVE MY ECONOMIC FUTURE. | ALWAYS HAVE TO GO
BACKWARDS TO GO FORWARD.”

- WASHINGTON, DC.
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ERIN’S STORY

AGE 28 | LOS ANGELES, CA

Since graduation, Erin has not been able
to pay back any of her student loans.
Collectors and lenders call Erin on a
regular basis, and refuse to accept partial
monthly repayments. Her credit rating and
finances have been severely damaged, and
Erin is afraid she’ll never be able to buy a
car or home in the future. “I'm engulfed
in debt before I can even start my life.
The interest rate and late payments from
my loans just keep piling up. I feel like I
have made mistakes I will never be able to
outlive, and education should never feel
like a mistake. I wish I could start my life
all over again loan-free.”

She recently landed a $10/hour internship
with an advertising firm and hopes

rin has $130,000 in student loan debt after graduating from a top art college
in 2010, where she got a bachelor’s degree in advertising. She never thought
her loans would be a problem because her professors, friends, and even lenders
assured her that she would find a high-paying job straight out of college. After
more than a year of searching, Erin was still unemployed and made barely enough
money through freelancing to survive. Because she could not afford rent, Erin slept in

her car or at different friends” homes to get by—but this was the least of her concerns.

“PM ENGULFED IN DEBT BEFORE
| CAN EVEN START MY LIFE.

THE INTEREST RATE AND LATE
PAYMENTS FROM MY LOANS
JUST KEEP PILING UP. | FEEL LIKE
| HAVE MADE MISTAKES | WILL
NEVER BE ABLE TO OUTLIVE, AND
EDUCATION SHOULD NEVER
FEEL LIKE A MISTAKE. | WISH |
COULD START MY LIFE ALL OVER
AGAIN LOAN-FREE.”

that this will lead her to a full-time position. Because her current salary still can’t cover the cost of rent, let

alone Erin’s student debt, she continues to live day by day without a home, health insurance, and most other

essentials.

Erin hopes that one day she’ll be able to finally make a decent living and afford rent, but she remains

pessimistic about her future. ¢



STUDENT LOAN DEBT CONTINUES TO CLIMB

Student loan debt continues to increase rapidly, and today for the first time in history, the amount of all
student loan debt is greater than the amount of credit card debt owed in the United States (see Figure 2.7).

. Today, two out of three figure 2.6 | UNDERGRADUATE STUDENT LOAN DEBT, 2008 GRADUATES, BY
. RACE/ETHNICITY
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can access. In 2008, 1 out of five students took out private student loans, up from under 3
percent in the 1992 school year. Private student loans often have higher interest rates and fees, as
well as limited repayment options—making them much more expensive and risky for students.
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IN FOCUS:
YOUNG ADULTS GROWING UP IN IMMIGRANT FAMILIES

Millions of young adults in the United States grew up in a family where one of their parents is not a
citizen. Millions more were brought to this country by their parents as children, but lack proper citizenship
paperwork. Those two cohorts of young people face unique economic challenges, and significant barriers to

achieving economic security.

Undocumented young people often grow up in poverty and can ill-afford to make investments in the future
such as higher education. For the undocumented young person, who may have entered this country as a small
child, a lack of citizenship also creates a serious hurdle to economic mobility. Though many had little choice
in deciding whether to come to the United States, undocumented young Americans find themselves trapped.
Having grown up here, they have no life to which they could return in their country of birth. Nor can they

access the normal avenues to economic opportunity.

Regardless of a young person’s own citizenship status, studies show that growing up in a family with at least

one undocumented parent has negative and lasting effects on future education and economic opportunity.”’

* There are about 5.5 million children growing up in families with at least one undocumented
parent; about 4.5 million of those children are citizens, and another 1 million are undocumented

themselves.?!

* One survey of young adults from immigrant families reported that between 20 and 25 percent
(depending on the sample location) of second generation young adults had a high school degree
or less, low in comparison to their peers from non-immigrant families, but high in comparison

to their peers without proper documentation.*

* For undocumented students, low family incomes, barriers to financial aid, and social factors all
limit educational attainment. About 489,000 undocumented young adults did not graduate
from high school, and lack even a GED. Another 726,000 undocumented young adults have
only a high school diploma.

* Given the high cost of college, restrictions on illegal immigrants accessing financial aid, and the
need for more immediate work, it's unsurprising that just 96,000 undocumented young adults

have obtained an associate’s degree or higher.?®



LOAN DEFAULTS INCREASE DURING GREAT RECESSION

DEFAULT RATES ON STUDENT LOANS HAVE RISEN SHARPLY

High rates of joblessness and higher amounts of student loan debt, particularly among students of for-profit

schools, have led to sharply rising default rates.

¢ In 2009, 8.8 percent of all student figure 2.8 | BORROWER DEFAULT RATES ON STUDENT LOANS, BY TYPE
OF INSTITUTION, 2007 AND 2009
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