Higher Education Coordinating Commission
775 Court Street NE

Salem, OR 97301

503-378-5690

October 9, 2014

Dear Legislator,

Senate Bill 1524 (2014) charged the Higher Education Coordinating Commission
(HECC) with studying the viability of a program that would allow a student who
graduated from high school in Oregon, or who completed grade 12 through home
schooling, to attend community college without paying tuition and fees for a specified
period of time. In order to fulfill that charge, the HECC and its Student Success and
Institutional Collaboration (SSIC) Subcommittee held three public hearings on the
subject. The HECC also contracted with the National Center for Higher Education
Management Systems (NCHEMS) in order to collect data and construct a model that
would identify program variables and generate cost estimates. Lastly, HECC staff
completed a literature review on the topic.

The study that was generated by NCHEMS is attached. It is same study that was
previously submitted to the Legislature on September 30, 2014. Since that time, the
Higher Education Coordinating Commission has met and considered the concepts
described in the study in the context of the HECC’s Strategic Plan priority to attain the
State’s 40-40-20 goals as well as the Equity Lens that has been adopted by the HECC
and the Oregon Education Investment Board. The Policy Statement used by the SSIC
Subcommittee is also appended to this letter.

It is the Commission’s assessment that funding community college tuition and fees for
students who complete high school or home schooling in Oregon is viable, with some
scenarios more fiscally viable than others. For instance, Scenario 1 estimated that, with
a conservative enrollment projection, the state could pay the costs of tuition and fees for
recent high school graduates enrolled full-time for $8.9 million annually. Due to the
availability of federal Pell grants for low income students, all of these funds in this
scenario would be allocated to students in the upper two income categories (e.g. families
earning more than $48,000 annually).

Tennessee recently adopted a model similar to Scenario 1 and has seen increased
interest and participation by eligible students. Observers there also describe heightened
levels of college awareness and hope among Tennessee youth. Oregon could see similar
interest that would contribute to the goal to increase the number of Oregonians
participating in the degree and certificate programs that prepare them for the 21st
century economy.



However, the Commission has also recognized that our focus must be on maximizing the
state’s dollars to improve educational outcomes. To that end, the Commission
recommends prioritizing scarce resources on the strategically targeted Oregon
Opportunity Grant program that the HECC endorsed when it adopted its Agency
Request Budget.

Several considerations have informed this conclusion.

The HECC’s Strategic Plan specifies that it will be necessary to educate students in
addition to those who continue on to post-secondary education directly out of high
school. In order to reach the State’s 40-40-20 goal, adult and non-traditional students
will need to access and complete post-secondary education paths at higher rates as well.

The Commission also noted that the NCHEMS study indicated that, in scenarios that
estimated costs to cover tuition and fees, all of the funds would be allocated to students
in the upper two income categories. This is due to the availability of federal Pell grants
that, for many low-income students, fully cover the cost of tuition and fees at most
community colleges. While focusing new state resources on higher-income students
seems contrary to the spirit of the Equity Lens, it is ultimately an encouraging finding
from the study and a message to carry forward: for many low-income students,
community college is already free.

The Commission also noted that tuition and fees are only part of the cost that students
incur to attend college. Other costs of attendance such as room, board, books, and
transportation make the price tag for students much higher. The NCHEMS study
estimated those costs at $12,000 a year for students living at home. The strategically
targeted Oregon Opportunity Grant proposal that was prioritized in the HECC’s Agency
Request Budget would help address this by providing additional funding to support the
full cost of attendance for some of the most financially needy students, with an emphasis
on funding the first two years of attendance.

The Commission identified several unintended consequences that could arise from the
implementation of a free community college program. For instance, university costs
might increase if they offer fewer lower division courses and have to develop more upper
division coursework because students take the lower division coursework primarily at
community colleges. Also, the concept would require the state to be more directly
involved in setting and regulating community college tuition levels than has historically
been the case.

Most importantly, the proposed program, in all of its iterations, focuses on student
enrollment. The HECC has acknowledged that enrollment in post-secondary education
is insufficient to meet our ambitious goals for educational attainment. But the
Commission has also established that an even higher priority for the state should be to
improve completion rates. Failure to shift our funding and policy emphasis to models



that focus on outcomes, not merely enrollment, will impede the state’s progress toward
its overall educational attainment goals.

While the Commission thoroughly evaluated the study, it was not able to fully assess
possible impacts on community colleges and universities. This is due to the numerous
variables around how such a program could be structured as well as the difficulty of
projecting possible shifts in enrollment patterns between two- and four-year
institutions.

If the Legislature does decide to pursue such a program, the HECC would recommend
that it be limited in scope, similar to the program that has been implemented in
Tennessee. There are two reasons for this recommendation. First, implementing a
program on a smaller scale will provide an opportunity to analyze how it impacts
student behavior. For example, it is not clear whether the Tennessee program expanded
access or increased aid for students who would have attended with or without the
program. Second, resources are limited and if funding is to be provided to students who
might otherwise already be able to attend community college, it would be best to
minimize that amount.

Another option would be to consider a different program that has been implemented in
Tennessee. That program is known as the Wilder-Naifeh Technical Skills Grant. In that
program, the state provides funding for tuition and fees for students pursuing one-year
technical certificates or diplomas. The benefits of such a program are a lower cost to the
state coupled with support for students to complete programs that are in high demand
by many employers.

The Commission’s careful consideration of this study and the state’s overall education
goals leads to the conclusion that, while a limited program to provide college tuition and
fees for students who completed high school or home schooling is viable, scarce state
resources can be better maximized with focus on a strategically targeted Oregon
Opportunity Grant program.

Please let us know if you have any questions about the study or if the Commission can
provide you with any additional information. The Commission sincerely appreciates the
attention that the Oregon Legislature continues to bring to the issues of post-secondary
access, affordability and completion. We look forward to working with the Legislature
to address these issues moving forward.

Sincerely,

Tim Nesbitt, Chair Ben Cannon, Executive Director



POLICY STATEMENT FOR RECOMMENDATIONS
OF TUITION-FREE COMMUNITY COLLEGES

Prior to recommending a specific model, it is necessary to clearly state the policy of the HECC.
What does the HECC intend to achieve with a tuition-free program?

The policy must be consistent with:

e The principles and priorities of the HECC strategic Plan to attain 40-40-20;

e Focus on under-represented students and non-traditional students and utilize the equity
lens;

e Provide a rational basis to compare this program with other financial programs offered
to students;

e Analyze whether or not the community colleges can facilitate increased enrollments;
and

e Analyze the potential unintended consequences.



S NCHEMS

National Center for Higher Education Management Systems

Assessing the Viability of a Program to Allow Certain
Students to Attend Oregon Community Colleges

Without Paying Tuition and Fees

Submitted to
Oregon Higher Education Coordinating Commission



Oregon Community Colleges

Introduction

Senate Bill 1524 of the 2014 Regular Session of the Oregon Legislative Assembly requires that the
Oregon Higher Education Coordinating Commission (HECC)

“Examine the viability of a program that allows a student who graduated from a high
school in this state or who completed grade 12 in compliance with the requirements
of ORS 339.035 to attend a community college in this state without paying tuition
and fees at the community college for a specified period.”

The statute also stipulated that “when conducting the examination, the commission shall identify
and consider:

(a) The anticipated number of students who will participate in the program;

(b) The anticipated annual cost of the program and federal, state and other sources of
moneys that could be used to pay the costs of the program;

(c) Current capacity available at community colleges to enroll additional students;
(d) Potential eligibility criteria for students participating in the program; and

(e) The possibility of requiring students to first use financial aid available to the students,
including federal moneys provided to low-income students for the purpose of paying for post-
secondary education.

Through a Request for Proposal (RFP) process (ORPIN-1000-14) the National Center for Higher
Education Management Systems (NCHEMS) was selected to provide technical assistance to the
Commission with regard to this mandate. This document reports on the work done by NCHEMS in
tulfilling its obligations regarding this project.

Project Activities
In carrying out this project, NCHEMS staff undertook the following activities:

1. Developed the design of an interactive model that allowed investigation of the various
scenarios suggested by the legislation.

2. Created the list of data needed to populate the model and undertake the variety of analyses
required

3. Met, on July 16, with the Chairman, Executive Director, and other HECC staff to discuss
the requirements of the project and NCHEMS’ approach to responding to those
requirements. As an outcome of this meeting it was determined that NCHEMS’ obligation
was to create an interactive model that would allow HECC staff to investigate alternative
scenarios. HECC, not NCHEMS, would judge the viability of a free community college
tuition program and make recommendations to the legislature regarding implementation of
such a program.

4. Met, on July 17, with staff of HECC and the Department of Community Colleges and
Workforce Development (CCWD) to arrange for acquisition of the required data.

5. Met with Senator Hass, the sponsor of the bill, to ensure understanding of his expectations.
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0.

10.

11.

Compiled the data from CCWD and other sources (mostly databases created by NCHEMS
for other Oregon projects). This activity extended from mid-July to early September.

Participated, by phone, in the August 13 meeting of HECC’s Student Success and
Institutional Collaboration Subcommittee and presented a progress report on the project to
that Subcommittee.

Created the interactive model, calculated the costs associated with different scenarios using
the model, and prepared a presentation for use before various policymaking audiences.

Presented the results associated with numerous scenarios to the Subcommittee (September
10) and the full HECC (September 11).

Presented this same information to the Senate Education and Workforce Development
Committee of the Oregon Legislature (September 17).

Prepared this brief written document describing the interactive model and the results
obtained by running a variety of scenarios using the model.

The Interactive Model

The model developed by NCHEMS allows benefits of a free community college tuition program to
be targeted to various groups of students as determined by the user of the model. The factors that
can be varied in determining student eligibility for the program are:

Elapsed time since high school graduation
O Recent high school graduates

O Adults — those who graduated from high school a year or more prior to community
college entry

Intensity of college participation
O Full-time
O Part-time
Duration of eligibility
O Two years
O 'Three years

In regard to this variable, the default values are the current retention values for students in
the community College System — 48% first year to second year and 10% second year to third
years. These values can be assumed to increase or decrease by the user of the model.

Participation rates. The model allows use of three levels of assumptions about rates of
participation in calculating numbers of students potentially eligible for the program.

0 Conservative — this level assumes that rates of community college participation, by
county, are stable at 2013 rates. Only the sizes of underlying populations (high
school graduates and numbers of adults (25-44) who have completed high school but
not received a college degree) change in scenarios based on this assumption about
level of participation.
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O Moderate — this level of participation assumes that

= Participation of students in both 2- and 4-year institutions rises to a level that
is halfway between the current statewide average and the highest level of any
county in the state.

* All students representing the increased numbers attend community colleges;
none attend four-year institutions.

® This calculation is applied separately to both high school graduates and
adults.

O Aggressive — this level of participation assumes that:

* Participation of students from all counties in both 2- and 4-year institutions
raises to the level of the highest county rate in the state.

= All students representing the increased numbers attend community colleges;
none attend four-year institutions.

= This calculation is applied separately to both high school graduates and
adults.

e The income levels of students enrolling in community colleges. The default values built into
the model assume that all new students will have the same income distribution as the
community college students who filed a FAFSA in the most recent year, that is:

<$30,000 67.3%
$30-48,000 13.6%
$48-70,000  8.8%

=>$70,000 10.4%

The model is created in such a way that these assumed values can be changed by the user of
the model.

In addition to variations in the populations of students eligible for the program under different sets
of assumptions, the model allows investigation of how much funding will be provided to each
recipient. Two different approaches to this calculation are available within the model.

e Tuition and fees only. In this calculation the program would cover tuition and fees only, not
the other costs of attendance. In addition, the calculations are made in such a way that the
program would cover only those portions of students and fees not covered by Pell grants. It
should be noted that, under this set of assumptions all program funds would be allocated to
students in the upper two income categories.

e (Cost of attendance. In this formulation:
0 Cost of attendance is calculated as
= Tuition and fees — set at current rates

®  Other costs of attendance (room, board, books, transportation, etc.). The
default value for these costs is $12,000 per year, the value assumed for
students living at home.

Y NCHEMS
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The values for both tuition and other costs of attendance can be altered by the user
of the model.

O Calculation of cost of free tuition in this case is based on the shared responsibility
model underlying the calculations for the Oregon Opportunity Grant. That is,
offsetting costs are:

* Student contribution — set at $6,000/year but variable at the discretion of the
model user

= Family contribution using the federal calculation
®  Pell grants

*  Oregon Opportunity Grants — assumed to be $2,000 per FT recipient and
$1,000 per part time recipient. These amounts are applied to 20% of the
eligible recipients to reflect the current proportion of eligible students who
actually receive grants. This assumption can be changed at the discretion of
the model user.

Under this set of calculations the free community college program would pay the
residual after all other contributions are factored in.

Scenarios 5 and 6 presented below represent a variation on the full cost of
attendance calculation.
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Results

NCHEMS staff utilized the model to produce the results under a variety of assumptions. The
different scenarios and the results obtained in each are presented in this section of the report.

Scenario 1
This scenario assumes that:
e Fligibility is limited to recent high school graduates.

e All calculations are based on tuition and fees only — the other costs associated with college
attendance (room, board, books, etc.) are not factored into the calculations.

e The state program covers only that portion of tuition not covered by federal (Pell) awards.

The results are displayed in Table 1.

Table 1. Scenario 1
| Estimated Cost | No. of Students*
Full-time students - recent high school graduates only
Conservative 2-Year 8,900,000 7,319
3-Year 9,500,000 7,813
Moderate 2-Year 10,300,000 9,910
3-Year 11,000,000 10,580
Aggressive 2-Year 11,700,000 12,502
3-Year 12,500,000 13,346
All recent high school graduates
Conservative 2-Year 14,100,000 11,599
3-Year 15,100,000 12,382
Moderate 2-Year 16,300,000 15,706
3-Year 17,400,000 16,767
Aggressive 2-Year 18,600,000 19,812
3-Year 19,800,000 21,151

*Number meeting eligibility criteria.

Scenario 2

This scenario assumes that all community college students are eligible — adult non-traditional
students as well as recent high school graduates. The other assumptions in Scenario 2 are the same
as those in Scenario 1.

The results are displayed in Table 2.
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Table 2. Scenario 2

‘ Estimated Cost No. of Students*

Full-time students only - recent high school graduates plus adults

Conservative 2-Year 19,600,000 18,479
3-Year 20,900,000 19,728
Moderate 2-Year 24,800,000 29,554
3-Year 26,400,000 31,551
Aggressive 2-Year 30,000,000 40,629
3-Year 32,000,000 43,375
All students
Conservative 2-Year 43,800,000 42,514
3-Year 46,800,000 45,387
Moderate 2-Year 56,400,000 70,121
3-Year 60,200,000 74,859
Aggressive 2-Year 69,000,000 97,728
3-Year 73,700,000 104,332

*Number meeting eligibility criteria

Scenario 3

This scenario assumes that:

e Eligibility is limited to recent high school graduates.

e All calculations are based on full cost of attendance — tuition and fees plus books, room and
board, etc.

e Calculations of program costs follow the shared responsibility model that undergirds the
Oregon Opportunity Grant program. In this calculation:

(0}

(0}

Cost of attendance is established at an assumed level of $15,300 (3,400 tuition and
fees and 12,000 other costs). Both elements of this calculation can be altered by the
user of the model.

A student contribution of $6,000 is deducted. This amount can be changed by the
model user.

Expected family contribution of (EFC) and Pell awards are deducted.

OOG awards (assumed at $2,000 for 20% of eligible students) are deducted. The
$2,000 amount can be altered by the model user

Free community college costs are the residual amount after all deductions from the
cost of attendance.

The results are displayed in Table 3.
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Table 3. Scenario 3
‘ Estimated Cost No. of Students*
Full-time students - recent high school graduates only
Conservative 2-Year 14,800,000 7,319
3-Year 15,800,000 7,813
Moderate 2-Year 21,100,000 9,910
3-Year 22,500,000 10,580
Aggressive 2-Year 27,300,000 12,502
3-Year 29,200,000 13,346
All recent high school graduates
Conservative 2-Year 24,100,000 11,599
3-Year 25,800,000 12,382
Moderate 2-Year 34,300,000 15,706
3-Year 36,700,000 16,767
Aggressive 2-Year 44,600,000 19,812
3-Year 47,500,000 21,151

*Number meeting eligibility criteria
Scenario 4
This scenario assumes that:
e [Fligibility is open to all community college students, recent high school graduates and adults.

e The other assumptions in Scenario 4 are the same as those in Scenario 3.

Table 4. Scenario 4
| Estimated Cost No. of Students*
Full-time students only - recent high school graduates plus adults
Conservative 2-Year 33,400,000 18,479
3-Year 35,600,000 19,728
Moderate 2-Year 62,100,000 29,554
3-Year 66,300,000 31,551
Aggressive 2-Year 90,700,000 40,629
3-Year 96,900,000 43,375
All students
Conservative 2-Year 78,800,000 42,514
3-Year 84,200,000 45,387
Moderate 2-Year 153,800,000 70,121
3-Year 164,170,000 74,859
Aggressive 2-Year 228,700,000 97,728
3-Year 244,200,000 104,332
*Number meeting eligibility criteria
S
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Scenatrio 5

This scenario is a blend of scenarios 1 and 3, being based on total cost of attendance, but it changes
the order of deductions in such a way that 1.) it is clear that the state pays nothing toward expenses
other than tuition and fees, and 2.) the free community college tuition programs pays for all tuition
and fees after deductions for OOG and residual amounts of Pell after cost of living expenses are
met. The expected family contributions for students whose family income is greater than $75,000 is
so high (=$23,000) that students in this income category are excluded from the calculation.

The scenario assumes that:
e Eligibility is limited to recent high school graduates.

e All calculations are based on full cost of attendance — tuition and fees plus books, room and
board, etc.

e Calculations of program costs generally follow the approach of the shared responsibility
model that undergirds the Oregon Opportunity Grant Program. However there is one major
difference — the amounts for “other costs” and tuition & fees are treated separately in the
calculation. The calculations

O Start with the “other costs” (the default amount in the model is $12,000 but that
amount can be changed by the user).

O Student contributions (default is $6,000 but can be changed by the user), EFC, and
Pell amounts are deducted from the “other cost” amounts. Any residual (e.g., if the
student, EFC, and Pell amounts together are greater than $12,000, the residual is
used to reduce the cost of tuition to be borne by the state. It is assumed that any
residual is Pell money.)

0 OOG funds (assumed at $2,000 for FT students and $1,000 for PT students and
provided to 20% of the students) are deducted from the residual tuition amount.

O The balance is the cost t the state of the Free Community College tuition program.

This formulation has several benefits. First, it recognizes the reality that students are confronted
with costs beyond tuition that must be covered if they are going to be able to afford to go to college.
Second, it keeps the state from diverting secure resources to students who are fully able to pay for
college without the assistance of the state and federal governments. Finally, it lets the State of
Oregon make the unequivocal statement that, if family income is below $75,000, the state will ensure
that students pay no tuition.

The costs of the program configured as described above are displayed in Table 5.

Table 5. Scenario 5
| Estimated Cost No. of Students*

Full-time students only - recent high school graduates
Conservative 2-Year 14,537,000 7,319

3-Year 15,520,000 7,818
Moderate 2-Year 20,769,000 9,910

3-Year 22,173,000 10,580
Aggressive 2-Year 26,977,000 12,502

3-Year 28,802,000 13,346
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All recent high school graduates

Conservative 2-Year 23,729,000 11,599
3-Year 25,333,000 12,382
Moderate 2-Year 33,859,000 15,706
3-Year 36,143,000 16,767
Aggressive 2-Year 43,995,000 19,812
3-Year 46,954,000 21,151

*Number meeting eligibility criteria
Scenario 6

This scenario assumed that:

e Eligibility is open to all community college students, recent high school graduates, and
adults.

e The other assumptions in Scenario 6 are the same as those in Scenario 5.

Table 6. Scenario 6

Estimated Cost No. of Students*

Full-time students only - recent high school graduates and adults

Conservative 2-Year 32,039,000 18,479
3-Year 34,186,000 19,728
Moderate 2-Year 58,418,000 29,554
3-Year 62,350,000 31,551
Aggressive 2-Year 84,757,000 40,629
3-Year 90,486,000 43,375
All students
Conservative 2-Year 75,361,000 42,514
3-Year 80,450,000 45,387
Moderate 2-Year 143,980,000 70,121
3-Year 153,703,000 74,859
Aggressive 2-Year 212,589,000 97,728
3-Year 226,900,000 104,332

*Number meeting eligibility criteria

Some Observations

A review of the results produced in the various scenarios leads to the following observations.

1. Results are very sensitive to assumptions about student eligibility. If eligibility is constrained
to recent high school graduates, costs are constrained. This is true even under aggressive
assumptions about student participation in the program. When eligibility is opened to all
community college students, costs escalate substantially — dramatically under aggressive
assumptions about student participation.
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2. When eligibility is expanded to adults/non-traditional students, the model is very sensitive to
assumptions about rates of student participation. The aggressive assumption is undoubtedly
unrealistically high, but even under conservative and moderate assumptions, costs escalate
rapidly. Costs are constrained considerably if eligibility is confined to full-time students.

3. In the scenarios based on an assumption that the program is focused on tuition only (not

cost of attendance), costs are mitigated by deduction of Pell awards before the state program
kicks in.

While this feature of program design limits the cost to the state, it also makes the program
one that benefits predominantly middle- and upper-class students. Pell awards more than
cover tuition for low income students.

The Dashboard

A screenshot of the dashboard for the model is presented on the following page. The levers on the
left allow selection of various combinations of eligibility and assumptions about growth in
participation:

1. Intensity

—  Full-time

— Part-time
2. Student type

— Recent high school graduates

— Recent high school graduates plus adult/non-traditional
3. Estimates of projected additional enrollment

— Conservative

—  Moderate

— Aggressive

The other factors in the model — assumptions about intensity, retention, costs, and distribution of
student family income — can be varied by the user of the model. Restriction of program eligibility to
two years is calculated by setting the 150% retention factor to 0%.
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Figurel. NCHEMS Cube Oregon Model

Projecting the Costs of Free Community College in Oregon 5 N NCHEMSCUBE
<4

Bottom Line Dollar Projection for All Counties Total Students in Model by County
$164.171,103 (Directly out of High School Only)

Total Students in Analysis (Current, Projected, - .| - T
and Retained) = ‘ A
| 74,859,

Year over Year Retention

Theoretical Max: Highest County Direct from High School Percent Part-Time (HS) Percent Part-Time (NT) 100% Retention
60.5% 36.5% 63.9% 48.0%

Theoretical Max: Highest County Non-Traditional

150% Retention
5.2% [ Thecretical Max Highest County Non-Traditional } ost Assumptions 10.0%

Intensity Tuition and Fees Other Estimated Costs
(Al . $3.401 $12,000
Student Type New OOG Amount Estimated Student Contri...
(A e 2,000 $6,000
Model Estimates of Projected Additional Enrollment
Moderate - conomic Distribution Assumptions
Anticipated Students Only)
First Econ Quartile Second Econ Quartile Third Econ Quartile  Fourth Econ Quartile
67.3% 13.6% B.8% 10.4%
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