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Who would benefit most from free college?

Matthew M. Chingos

Executive Summary

Free college is unlikely to see the light of day in today’s divided political environment, but is frequently in the news
as a point of contention between the two leading contenders for the Democratic nomination for president. Bernie
Sanders supports eliminating tuition and fees at public colleges, whereas Hillary Clinton favors increases in
student aid targeted at low- and middle-income students.

This report provides new evidence on which groups of students are likely to benefit the most from a policy that
eliminates tuition and fees at public colleges and universities. Using nationally representative data on in-state
students at public institutions, | find that students from higher income families would receive a disproportionate
share of the benefits of free college, largely because they tend to attend more expensive institutions.

Under the Sanders free college proposal, families from the top half of the income distribution would receive 24
percent more in dollar value from eliminating tuition than students from the lower half of the income distribution.
The non-tuition costs of attending college, including living expenses, are larger than the costs of tuition and fees
for most students. Free college, which does not address these expenses, leaves families from the bottom half

of the income distribution with nearly $18 billion in annual out-of-pocket college costs that would not be covered
by existing federal, state, and institutional grant programs. Devoting new spending to eliminating tuition for all
students involves a tradeoff with investing the same funds in targeted grant aid that would cover more of the total
costs of attendance for students from less well-off families.

This analysis is meant as a starting point for considering the potential implications of making college free, and
does not consider the likely impacts of free college on the enroliment rates of students from different income
groups. It also does not consider the distributional implications of the revenue side of the free college proposals,
such as Sanders’s proposed tax increase targeted at affluent families. But it highlights the need to carefully
consider the tradeoffs between targeted and universal programs aimed at the goal of increasing educational
attainment.



Bernie Sanders’s proposal to eliminate tuition and fees
at public colleges and universities has gotten a lot of
attention as he continues to challenge Hillary Clinton
for the Democratic nomination for president. Clinton
has criticized Sanders’s plan as a giveaway to the
wealthy, arguing that Donald Trump’s kids shouldn’t
get a free ride, proposing instead to increase student
aid targeted at students from low- and middle-income
families.

Is Clinton right that the Sanders proposal would
provide substantial benefits to wealthy families? |
provide new evidence on this question using the
National Postsecondary Student Aid Study, a nationally
representative study of U.S. college students last
administered in 2011-12. Specifically, | examine
whether eliminating tuition and fees for in-state
students at public colleges would benefit students from
some income groups more than others. My analysis
assumes, as Sanders’s plan proposes, that students
would keep all existing sources of grant aid (from the
institution and the federal and state governments),

which they can use to pay for living expenses, books,
and other college costs.

| separate dependent students, who are under

age 24 and meet other federal requirements to be
considered financially dependent on their parents, from
independent students, who tend to be older and often
have families of their own. | divide dependent students
into quartiles based on where in the national income
distribution their families’ incomes fall.i

The table below shows the results of this analysis.
The first row shows that dependent students from the
bottom quarter of the national income distribution paid
an average tuition of $1,673 at community colleges.
This group made up 8 percent of in-state students

at public colleges, and paid 4 percent of all tuition
dollars at these colleges, or $1.8 billion. Eliminating
tuition thus saves this group $1.8 billion in costs, but
they would still have to pay an additional $4.5 billion
for living expenses and other college costs (after
accounting for existing grant aid sources).

Distribution of Benefits of Eliminating Tuition and Fees, Public Institutions

Percent of Percent Total tuition Total non-tuition
Average tuition public college of tuition eliminated costs remaining
eliminated students eliminated (billions) (billions)
Two-year institutions
Dependent, income Q1 $1,673 8% 4% $1.8 $4.5
Dependent, income Q2 $1,742 6% 3% $1.4 $4.5
Dependent, income Q3 $1,721 6% 3% $1.5 $5.9
Dependent, income Q4 $1,672 4% 2% $0.9 $3.8
Independent $1,315 35% 14% $6.4 $25.5
Four-year institutions
Dependent, income Q1 $6,119 6% 12% $5.4 $3.9
Dependent, income Q2 $6,653 5% 1% $4.8 $5.0
Dependent, income Q3 $6,962 7% 15% $6.9 $9.4
Dependent, income Q4 $7,319 7% 16% $7.4 $10.7
Independent $4,093 15% 19% $8.7 $13.8
All public institutions
Dependent, income Q1 $3,678 14% 16% $7.3 $8.3
Dependent, income Q2 $4,072 11% 14% $6.2 $9.5
Dependent, income Q3 $4,511 13% 19% $8.4 $15.3
Dependent, income Q4 $5,308 1% 18% $8.4 $14.5
Independent $2,157 50% 33% $15.1 $39.3
Source: Author's calculations from 2011-2012 NPSAS, limited to in-state students at public two- and four-year
colleges.
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https://berniesanders.com/issues/its-time-to-make-college-tuition-free-and-debt-free/
http://www.politico.com/story/2015/10/hillary-clinton-criticize-bernie-sanders-college-plan-214424
https://www.hillaryclinton.com/briefing/factsheets/2015/08/10/college-compact-costs/

At community colleges, average tuition does not

vary much by family income. But at public four-year
colleges, dependent students from higher-income
families tend to attend more expensive institutions.
Students from families in the top income quartile attend
colleges that charge about $1,200, or 20 percent, more
than the colleges attended by the typical student from
the bottom income quartile. Additionally, higher-income
students are more likely to attend four-year institutions,
and four-year institutions charge more than three times
as much as community colleges in tuition and fees.

The upshot of all these facts is that dependent students
from the most affluent 25 percent of families represent
11 percent of students at public colleges, but would
receive 18 percent of the benefits if tuition were
eliminated. At the other end of the income distribution,
bottom-quartile students make up 14 percent of public
college students and would receive 16 percent of free
tuition benefits. Independent students make up 50
percent of students at public colleges but would receive
only 33 percent of free college benefits, in large part
because they are less likely to be enrolled full-time (38
percent of independent students were enrolled mostly
full-time, as compared to 68 percent of dependent
students).

Do these numbers suggest that Clinton or Sanders

is right about free college? Clinton is certainly correct
that the Sanders free college proposal gives significant
benefits to relatively affluent students. My results
indicate that families from the top half of the income
distribution with dependent students attending public
in-state two- and four-year colleges would receive
$16.8 billion in dollar value from eliminating tuition,

as compared to $13.5 billion for students from the
lower half of the income distribution, a difference of 24
percent.

Distribution of estimated free college
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Source: Author's calculations from 2011-12 NPSAS, limited to in-state students at public two- and four-year
colleges.

Free college, which does not address the non-tuition
costs of attending college, also leaves families from the
bottom half of the income distribution with $17.8 billion
in annual out-of-pocket college costs that would not
be covered by existing federal, state, and institutional
grant programs. Devoting new spending to eliminating
tuition for all students involves an implicit tradeoff with
investing the same funds in targeted grant aid that
would cover more of the total costs of attendance for
students from lower-income families. For example,

the $16.8 billion cost of eliminating tuition costs for the
top two income quartiles would be more than enough
money to eliminate tuition and cover all other college
costs for the bottom income quartile.

The estimated distribution of benefits under the
Sanders plan does not appear to be very progressive,
but Sanders supporters could make the argument that
the benefits that would go to affluent families are a
reasonable price to pay for free college for everyone,
and may help shore up political support for such a
program. They might also emphasize that Sanders
has proposed a large tax increase targeted at higher-
income families, and argue that affluent families would
more than pay for the free college benefits they receive
through higher taxes.

It is important to emphasize that this analysis is only a
starting point for considering the potential distributional
consequences of making college free. The most
significant limitation of this analysis is that it does not
consider the likely impacts on enrollment of eliminating
tuition and fees.i In other words, these projected
numbers assume that all students would still enroll at
the same institution, and at the same intensity, when
tuition and fees are eliminated. In reality, enroliment
would likely increase overall, although it is not obvious
among which income groups it would increase the
most. College enrollment among low-income students
might rise relative to other students, but it also might
fall if competition for places at public colleges increases
as higher-income students shift from the private to the
public sector given the change in price.

The debate over free college is more likely to be
resolved on political than on empirical grounds, but the
ultimate design of proposals to change how students
and taxpayers pay for higher education should carefully
consider their likely distributional consequences and
the tradeoffs between targeted and universal programs.
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http://www.taxpolicycenter.org/publications/analysis-senator-bernie-sanderss-tax-proposals

" Household income quartile cutoffs for dependent students are calculated using the distribution of households
with children age 14-17 in 2011 using data from IPUMS-USA, University of Minnesota, www.ipums.org. The
cutoffs are $32,000, $62,500, and $106,000. | do not divide independent students by income because there is no
straightforward national distribution to which to compare these students’ incomes. The median income of in-state
independent students at public colleges in the NPSAS is $20,676.

i Another aspect of the Sanders free college proposal | do not discuss here is its reliance on voluntary
participation by states (http://www.urban.org/urban-wire/big-drawback-federal-proposals-make-pre-k-and-college-
free).
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