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Exploring Equitable Public Higher Education Funding Models in Illinois Toward Adequately Funding Universities and Supporting Students

About Us

The Partnership for College Completion champions policies, practices, and systems that increase college
completion and eliminate degree completion disparities for low-income, first-generation, and students
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L etter from the Board Chair and the
Executive Director

For decades, public universities in Illinois have suffered blow after blow; they have
endured steady declines in funding, followed by a cataclysmic budget impasse that
resulted in their sudden defunding. When a new Governor’s administration finally

prioritized increasing public university funding, COVID-19 struck. Each of these

events drove declines in enrollment, particularly among students of color and
students from low-income households, until 17% fewer students were enrolled at

public universities in Illinois than had been ten years earlier. In a decade when most

states deprioritized higher education, Illinois experienced the worst public university

enrollment declines in the nation.

So when Fall 2022 enrollment numbers came in and showed Illinois bucking
national trends — namely, large increases in freshman enrollment at regional
universities, driven in part by more Black and Latinx students — they gave us hope.
Our actions moving forward will determine whether this is a blip in an otherwise
uninterrupted downward spiral, or the first sign of a turnaround that fuels equity

and prosperity in our state.

Our greatest opportunity to amplify this potential turnaround lies in addressing one

of our greatest weaknesses: Illinois has no system for allocating state appropriations

to public universities. Higher education is already the most vulnerable target for
Lisa Castillo Richmond state budget cuts, and our lack of an allocation formula has made it even easier to
slash higher education funding over the years. But other states’ strategies for allocating funding haven’t necessarily worked,
either. Raw university enrollment numbers say little about universities’ abilities to equitably serve students, and thus purely
enrollment-based funding allocations do not effectively respond to how much funding universities need to achieve those equity
aims. Performance-based funding attempts to do that, but has more often created inequitable and ineffective incentives that
lead universities to enroll fewer underrepresented students. We know we need to center equity in this process, but through what

model?

This is where the concept of adequacy — what students actually need to succeed — comes in. Through its SB 815 Commission on
Equitable Public University Funding, Illinois is currently developing recommendations for a first-in-the-nation system based on

equitably defining adequacy, and distributing state funding based on calculations of what each university and its students need.
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Creating a new kind of funding model is an exciting and important endeavor. It is uncharted territory: we lack not only a
roadmap, but also a research basis from which to define what we are aiming for, why, and how we might go about it. This
report, Exploring Equitable Public Higher Education Funding Models in Illinots, fills that gap. In the first three sections, Dr. Frank
Fernandez of the University of I'lorida and Dr. Xiaodan Hu of Northern Illinois University put this issue into historical context,
examine the existing Illinois data, and map out what an adequacy model could look like in practice. In the final two sections,
they examine the current adequacy (or, more properly, inadequacy) of funding for public universities in Illinois. From this basis,
the authors make policy recommendations that will be critical for stakeholders currently working on the new Illinois funding

model.

We are driven to create an ideal system for better and more equitably serving students, but good intentions aren’t enough;
we must learn from past mistakes and be as intentional and research- and data-driven as possible. We present this report
as a first step toward fulfilling that goal, and toward revamping state support in a thoughtful, evidence-based manner.

Our students deserve that, and the future of our state depends on it.

Douglas Wood, PhD Lisa Castillo Richmond
Board Chair Executive Director
Partnership for College Completion Partnership for College Completion



Executive Summary

Illinois has a robust system of public higher education. However, after a series of challenges (e.g., economic recessions, the global
COVID-19 pandemic, and rapid inflation), public universities in Illinois are having to do more with less. Public universities

in Illinois must increase enrollment and improve student success, but in 2021, the state’s allocations to public universities only
had about half the purchasing power that they did in 2002." At present, Illinois has an opportunity to financially recommit

to its goal of awarding a postsecondary credential to 60% of working-age state residents.” Adequately funding public higher
education should be seen as necessary to increasing college access, promoting student success, and improving the state’s regional

competitiveness.

Figure 1. Decline in state appropriations and enrollment change, 2005-2021

Decline in state appropriations (color) and enrollment change (size) between 2005 and 2021
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Inflation-adjusted appropriations decreased in Illinois between the 2017 and 2023 fiscal years by
approximately 18%. In response, universities partially offset cuts by raising tuition and fees, even as higher
education enrollment declined between 2013 and 2019. Students at most Illinois public universities paid

a substantially higher net price than students at the research flagship campuses. Unlike the flagship
campuses, other public universities have been unable to offer substantial institutionally funded financial aid
to make college affordable. Although the gap narrowed by 2020, students were still paying more to attend

less research-intensive universities that were meant to be affordable and accessible.

Illinois universities need funding to provide instructional opportunities and wraparound student services
to retain students from enrollment through graduation. Inadequate funding results in declining student
retention. For instance, four-year public universities failed to retain one-third of Black students for even one
year after they initially enrolled. After six years, four-year public universities failed to graduate more than
60% of Black first-year college students.? At present, there are significant gaps in how much Illinois public

universities spend on both instruction and support services.

When students do graduate, the high cost of an Illinois public higher education continues to impede their
success. Other than students who attend University of Illinois at Urbana-Champaign, students who attend
less research-intensive public universities in the state leave with greater student loan debt, on average, than
their counterparts in neighboring states. But the high cost of Illinois public higher education is especially
challenging for students who enroll but do not graduate. Non-completing students, who are more likely to be

traditionally underserved, were, on average, more negatively impacted by heavy student loans.*

Ultimately, Illinois policymakers must consider whether the state’s system of public higher education should
be sufficiently funded to foster social mobility. In Illinois, students’ chances of getting ahead in life are tied
to which state school they attend. To the extent that students attend the nearest school, their life chances are
constrained by where they are born in the state. Just as students have access to wildly different amounts of
academic and student support services depending on which public university they attend, so too does their

opportunity to move into the middle or upper class vary according to which institution they attend.

Illinois will need to move toward adequately funding public universities to provide an equitable college
education and to remain competitive in the 21st-century knowledge economy. At the end of this report,
we draw on prior research and our new findings to provide recommendations for adequately funding
public higher education in Illinois. Although we do not conclude with a specific funding formula, we hope
this report will help policymakers, interest groups, and advocates as they set priorities and choose funding

criteria for state support.
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POLICY CONTEXT

Unstable State Funding to Public Higher Education

Historically, state spending on higher education is unstable and
unpredictable. Funding to public higher education is cut more deeply
than other budget categories (e.g., K-12 education and healthcare)
when state revenues decline. However, when the economy is strong,
public colleges and universities tend to receive larger increases than
other budget categories from the state government.” During economic
downturns, public colleges and universities experience major funding
uncertainties due to multiple revenue instabilities (e.g., state funding,
tuition from students, and gifts from donors). When the actual
year-to-year state funding substantially deviates from expected state

appropriations for higher education institutions, public colleges

and universities subject to a high level of funding volatility must
involuntarily reduce investment in student success.® Even when
public higher education experiences a budget windfall, this instability
makes it impossible for colleges and universities to set stable,
adequate levels of instructional and student support expenditures.
On top of campus-level instability, states have significant cross-
level variation in how colleges and universities absorb cuts and
invest surpluses; over time, institutional strategies can result in
significant variation in the levels of support to students across

colleges within a single state.

Figure 2: lllinois appropriations to public universities, FY2002-FY2024
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Across the country, 2021 marked the ninth straight year of increase

in education appropriations per full-time student. However, unlike
other states, rising appropriations in Illinois are remarkable because
as education appropriations increased, the share of appropriations
used to fund pensions (including past unfunded liabilities) grew from
12% in 2009 to almost 42% in 2021. In 2021, states experienced

the tenth straight year of national enrollment decline since the Great
Recession.” Amid these broader trends, improving student success
remains a persistent problem. Since the Great Recession, four-year
university retention rates increased modestly from 73.8% for all first-
time students in 2009 to a high of 76.3% in 2019. When the pandemic
started in 2020, that retention rate dropped to 75.4%." Retention rates
are substantially lower among Hispanic (70.6%) and Black (64.7%)

four-year college students.’

Due to the impact of the COVID-19 pandemic on state budgets

and college and university revenues and expenditures, the federal

government provided multiple phases of funding through the Higher
Education Emergency Relief Fund (HEERY) in order to sustain
instruction and student support."” While relief funds have tremulously
supported public colleges and universities, they did not address existing
structural inequities and financial challenges in higher education."
Given the projection of future losses in state and local appropriations,
public colleges and universities continue to face instability and

uncertainty pertaining to their governmental funding.'

In the state of Illinois, annual state appropriations for public higher
education have declined since 2017 when adjusted for inflation."” In the
first budget passed after the start of the COVID-19 pandemic, Illinois
appeared to be doing well by maintaining rather than cutting public
higher education funding, while the state’s general fund underwent
significant cuts."* Adjusted for inflation, the 2020 appropriation was a

brief high point relative to the two preceding and subsequent budget

Figure 3: Changes in undergraduate headcount at lllinois universities, 2010-2020

Percentage difference in undergraduate enrollment
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cycles (see Figure 2). However, the cumulative effect of cuts in the
longer term was that by 2021 the buying power of state allocations was

only about half of what it was in 2002."

Inadequate Funding and Student Vulnerability

Having established declining state support for colleges and universities,
the question becomes: how does decreasing spending impact access
and outcomes in higher education? When states cut spending to their
public higher education systems, colleges only have two realistic short-
term response options: cut spending or increase tuition. Sometimes
they offset cuts by increasing tuition, but more often they reduce
spending on instruction or student support services. According to
Deming and Walters, as colleges cut spending, state disinvestment
increases time to degree (students take longer to graduate) and reduces

graduation rates (fewer students earn college degrees).'®

Enrollment changes at public universities in Illinois varied drastically
in the decade preceding the COVID-19 pandemic (see Figure 3).

As the state cut funding in terms of real dollars, public universities
increased tuition. Yet, because most institutions lost students, in many
cases, inflation-adjusted tuition increases were still not enough to
offset per-student cuts in state appropriations. For instance, at Illinois
State University, appropriations per student declined by about $548
between the 2017 and 2022 Fiscal Years, while sticker price (tuition
plus fees) increased by $1,955. Coonsider also that enrollment declined
at [llinois State University by more than 500 students, or about 2.6%,
between 2017 and 2022.

Although some campuses appear to have increasing appropriations
per student, those figures are deceptive, a function of enrollment
declines outpacing declining appropriations. Nearly all campuses or

university systems raised the sticker price (the sum of tuition and fees)

of attendance. If enrollment were increasing, raising tuition and fees
would increase revenue, but enrollment is declining at most schools.
Opverall, campuses are becoming more reliant on tuition, even as they
are losing enrollment and inflation-adjusted state support (as indicated
in Figure 1). Funding inadequacy in Illinois is making its public

universities increasingly vulnerable.

Meanwhile, colleges with varying changes in unduplicated headcount
enrollment (whether declining, increasing, or steady) consistently made
year-to-year adjustments in the ratio of instructional to student support
expenditures in order to re-balance their budgets and absorb funding

cuts.

Research shows that increasing spending (a) broadens access to
higher education by increasing enrollment in both the current year
and in future years and (b) supports success by giving institutions
the resources to provide adequate course offerings and advising

to help students graduate. Deming and Walters estimate that a

large budget windfall (i.e., “a movement from the 25th to the 75th
percentile” (p. 8) can increase current year enrollments by about
3%, future year enrollments by more than 1%, and the number of
degree completions by up to 5% in the year following the increase in
appropriations.”” The Deming and Walters findings are consistent
with prior research, which estimates that increasing per-student
expenditures by $1,000 “will yield a 1.09 percentage point increase
in four-year graduation rates, about a 5% increase in the four-year

rates.”'®
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Prior research illuminates how inadequate funding leads to poorer
nstitutional outcomes. When colleges implement funding cuts, they
offer fewer course sections. Students compete for more limited courses,
which creates longer waitlists. If students are able to enroll in courses,
those courses tend to have more students, which increases student to
faculty ratios (reducing the amount of attention instructors can grant
each student). Students also have less access to counselors or advisers,

who could help them plan a course path to graduation.”

Declining funding for public higher education in Illinois undermines
the state’s capacity to meet its stated goal, namely that 60% of
working-age state residents earn a postsecondary credential by the
year 2025.%° The 60 by 2025 Goal for Illinois mirrors other state

and national completion goals. While Illinois reports an attainment
rate of 55%, the overall rate disguises inequitable attainment

among racial groups. White residents, who are the largest share of
the state population, have a 52.8% attainment rate. Hispanic and
Black residents make up the second and third largest shares of the
population and have 22.5% and 31.7% attainment rates, respectively.
Additionally, the overall attainment rate decreases to 47% when only
college degrees, and not short-term certificates, are counted. In 2019,
only about 38% of Illinois residents between the ages of 25 and 64
had attained a four-year degree or higher level of education.?' To help
students and the state meet college completion goals, Illinois must

provide adequate, stable funding to public colleges and universities.

Declining Resources and Institutional Vulnerability

How well states fund their colleges and universities impacts whether
public higher education supports social mobility, or if it increases
social stratification. For instance, the California State University
system uniquely enables broad access for low-income students and

supports student completion to achieve social mobility. Conversely,

state flagship campuses that are highly selective and research-intensive

can often have lower social mobility than the most selective private

schools.?

10

The challenge is that as students and families have increased demand
for higher education, states have decreased overall inflation-adjusted
funding for public colleges and universities and concentrated limited
resources at research-intensive flagship campuses. This has led to
increased competition for scarce seats at state flagships, where, even
when tuition is higher, students benefit from higher state subsidies
relative to what they would get at less selective and less research-
intensive campuses.? In other words, state flagships offer high-quality
educational opportunities relative to a student’s (or a student’s family’s)
share of the cost of that education. By limiting overall spending and
by concentrating resources at research-intensive flagship campuses,
states have placed financial strain on students, their families, and
less-research intensive colleges and universities. Taylor and Cantwell
have documented that a decreasing number of colleges and universities
receive adequate state support to invest in students’ education without

increasing tuition and student borrowing.*

Well-funded state systems of public higher education are increasingly
important, because many private institutions are not only expensive,
they are so reliant on student tuition and loans to operate that they are
“vulnerable” to closure if they do not meet enrollment goals.® In fact,
nearly 600 colleges (mostly private non-profit and for-profit) closed
between 2017 and 2021.%° Yet, when states reduce funding to public
colleges and universities, enrollments tend to shift to the for-profit
higher education sector.” States cannot rely on the private sector to
offer a stable and accessible alternative that supports social mobility

and meets workforce demands.
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Figure 4: Average net price for low-income students and enrollment, 2010 and 2017

Average net price for low income students (color) and enrollment (size) at lllinois public universities

- 2010 2017
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Section I

COMMON BUT PROBLEMATIC POLICY APPROACHES

TO FUNDING PUBLIC HIGHER EDUCATION

Traditional Funding Models: Enroliment-Based
Approach and Base-Plus Approach

State budgeting for higher education has been described as “an art,
not a science” due to its complex process, cost structure, and diverse

constituencies.”®

One approach to meet budget requests from public
colleges and universities is to allocate state funding based on the

level of enrollment and the amount of resources needed.” While

the enrollment-based approach responds to changes in student
enrollment with minimal decision-making from year to year, it does
not incentivize educational outcomes beyond student matriculation.*
When public institutions seek additional funding from the state
government, they have to prioritize enrollment, which may greatly
fluctuate beyond the control of public colleges and universities.

For states with an enrollment-based approach, state appropriations

can be negatively influenced by the enrollment decline due to

COVID-19.*

In Illinois, state appropriations to public four-year institutions
generally have been distributed by means of a base-plus budgeting
method.” The level of state appropriations received by a given
institution is based on its existing share of state funds rather than any
standard or formula. This straightforward decision-making system
carries low administrative costs. Though limited new funding can

be justified by new expenditure items (e.g., new facility operations,
new program requests), changes in enrollment, economic conditions,
and demographic trends can be largely overlooked (or at least do

not require direct response) under this approach.” Rather, the most
important factors in the base-plus approach are “general salary
agreements and special/new proposals for program enhancement

or quality improvement”.** Ultimately determined by the Governor

and the General Assembly, state appropriations to educational
institutions are based on precedent and altered through negotiation
when the political opportunity arises. Thus, due to varying levels of
power among interest-groups and differing stakeholder preferences,
this funding approach can also lead to inequitable funding allocation
among colleges and universities as more influential and powerful
universities benefit from a funding model that allows them to capture a

disproportionately large share of state appropriations.®

Performance-Based Funding

With the objective of rewarding performance, many states have
adopted performance-based funding (PBF) to replace historical base-
plus models.”® Since their early prevalence in the 1990s, PBF policies
have undergone constant changes in program existence, design, and
implementation.” Early PBF policies during the 1990s (now known
as PBF 1.0) emphasized student-oriented measures (e.g., degree
completion) with generally smaller proportions of funding awarded
as bonus appropriations based on institutional performance.

More recent PBF policies (known as PBF 2.0) use metrics to allocate

base appropriations (rather than bonus funding) and account for

institutional mission and student characteristics.*®

For public four-year institutions in Illinois, a PBF policy was put in
place in 2012 (Public Act 97-320) but it was only accounted for in the
final appropriations in FY2013 and FY2014.% This policy fits the
description of PBF 2.0 because additional weight is given to graduates

who are low-income, adult, Hispanic, Black, and major in STEM and
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Healthcare fields. While the policy included equity-minded metrics,

it inherited a small percentage of funding (i.e., less than 1% of base
funding), which is a feature of PBF 1.0."” Because the appropriation
was distributed between schools based on a share of total funds set
aside for PBF, the 2011 PBF created a zero-sum internal competition
model in that universities competed against each other rather than

striving to advance institutional goals in their own contexts.*!

Despite major investment in PBF to motivate institutional
performance, current research largely concludes that PBF does not
consistently lead to student success and institutional accountability.”
In particular, PBF policy adoption is not related to credential
production, or is only positively associated with short-term credentials
at public four-year institutions.” Moreover, PBF has exacerbated the
stratification of U.S. higher education by favoring already highly
resourced institutions (e.g., research-intensive, highly selective
institutions) while financially burdening low-resource institutions

(e.g., non-research, non-highly selective institutions)."* For example,
minority-serving institutions can be particularly disadvantaged

by PBF because they serve a greater proportion of historically
underrepresented students.” PBF policy is also associated with reduced
diversity in students’ racial and socioeconomic backgrounds at public
four-year institutions, and this can be due to changing recruitment
and retention efforts targeting academically high-performing
students in order to achieve performance goals in exchange for state

appropriations.*®

Current research on PBF suggests that this funding incentive turns
out to be ineffective at best. Nisar indicated that the failure of PBF
can be attributed to the inherent complexity of the higher education
system, in which institutional behaviors are not only driven by state
appropriations but also by the broad and local context of PBE."

To some extent, PBF 2.0 attempted to address the pitfalls of PBF 1.0
with larger incentives and mission-driven metrics. The concepts of
funding accountability, adequacy, and equity have formed multiple
sets of tradeofls for higher education policymakers, as it remains highly
challenging to achieve these three goals simultaneously. Colleges and
universities have their own institutional impetus to pursue revenue,
prestige, and enrollment.*® These internal motivations shape how
public universities respond to external incentives imposed by the state

government. PBF policies that do not tailor incentives to balance these

14

elements inevitably fail: PBF tied to a small proportion of funding
does not provide a strong enough incentive to influence institutional
behaviors, as state appropriations are not the sole revenue source.*
PBF simply emphasizing graduation metrics does not drive authentic
student success, as student learning takes time and it 1s more
complex than degree attainment. PBF without equity indicators
allows universities to remain selective and deprioritize students

from underrepresented backgrounds.

Certain PBF designs (e.g., small funding amounts, over-emphasis

on completion, or a lack of equity indicators) produce flawed
accountability tools. When public universities face unstable,
inadequate, and declining state funding, it is not surprising that many
PBF policies fail to hold them accountable. The logic of accountability
assumes that taxpayers and students need to be protected from
colleges’ poor use of resources. However, as Figures 1 and 2 show
(and as is also discussed later in Section III and Section IV), the true
challenge facing students and taxpayers is a trifecta of declining state
support for higher education, continually increasing tuition, and
dropping enrollment and completion numbers. This pattern prevents

progress toward preparing a 21st-century workforce.




Section Il

THE ADEQUACY ALTERNATIVE

Origins of the Idea of Funding Adequacy

The idea of funding “adequacy’ has routinely been used in K-12
finance studies and policy reports. For instance, Odden et al. estimated
adequate funding levels for each of the 50 states (plus the District

of Columbia) by considering average salaries of instructional staff
adjusted for cost of living, as well as individual teacher salaries.”” They
found that 30 states fell short of adequately funding schools. However,
their study focused on estimating a measure of funding adequacy and
examining cross-state variation in achieving that measure rather than

considering how schools were funded within states.

Within states, individual schools can receive widely varying amounts
of state support.” Schools that receive the least funding have often
argued that they are inadequately funded as both a practical and

a legal matter. From 1973 to 2017, there were lawsuits in 46 states
arguing that state funding allocations for K-12 education were
unconstitutional. In 22 states, courts ruled that state funding systems
were, in fact, unconstitutional.”* Many funding adequacy court cases
consider spending based on percentages of enrolled students who are
from low-income or racial minority backgrounds. When states were
ordered by courts to increase funding to inadequately supported
schools, public schools realized increases in per-student spending and
sizable increases in graduation rates, ranging from approximately 7
to 12 percentage points.” In higher education, the idea of adequately
funding colleges and universities has tended to focus on addressing
historical inequities in the persistent underfunding of Historically
Black Colleges and Universities by state governments.”* How should
states conceptualize a standard for funding adequacy? One study
suggests working backward from a state-articulated measure of

academic performance. Feng and colleagues examined funding

(in)adequacy in Ohio based on the Ohio Department of Education’s
performance index. Under the state index, schools received a passing
grade if they had a performance index score of 60% or higher.” Based
on the state’s performance index goal, Feng and colleagues concluded

that 34 school districts needed additional state support.

Applying the Idea of Funding Adequacy to Today’s
Higher Education

In the context of Illinois, funding adequacy should be considered

in terms of supporting the state’s 60 by 25 goal. In A Thriving Illinos:
Higher Education Paths to Equaty, Sustainability, and Growth, the Illinois
Board of Higher Education highlighted the importance of addressing
the state’s geographic and racial diversity when addressing
inadequate funding and inequitable attainment.’® The literature on
adequately funding K-12 schools suggests that Illinois policymakers
must begin any conversation about adequacy-based funding by

first acknowledging that students have different needs, and that it is
challenging for colleges and universities to graduate students who are

less academically prepared or who have less family financial support.”’

College completion rates have declined since the 1970s, as less
selective public colleges (i.e., campuses that are not state flagships)
have broadened access. As state universities admitted more students,
states reduced spending on higher education and institutions changed
instructional expenditures.’ In other words, greater numbers of
students enrolled in higher education, but they attended colleges that,

compared to state flagships, had fewer resources to support them.
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In addition to instructional expenditures, one important study
examined institution-level student services expenditures from four-year
campuses for the 2002-2003 and 2005-2006 academic years.” Webber
and Ehrenberg found that institutional expenditures on costs and
activities related to student services positively influenced persistence
among first-year students and graduation rates. Additionally, they
estimate that for every additional $100 per student spent on student
services, graduation rates would increase 0.4 percentage points at
schools where students have relatively low SAT scores, but a similar
spending increase would only positively influence graduation rates by
0.1 percentage points at a four-year college or university with higher

average SAT scores.

Note that not all expenditure increases are positively associated with
favorable institutional outcomes. For instance, a $100-per-student
increase in research expenditures was estimated to reduce graduation
rates by -0.9 percentage points. Simulations suggest that, if it were
necessary, there may be a beneficial tradeoff between additional
instructional spending and student services spending. According to
Webber and Ehrenberg’s estimates, reducing instructional
expenditures by $100 per student and reallocating those funds to
student services could increase graduation rates by up to 0.33

percentage points at schools where students generally have lower SAT

scores.” In summary, overall increases in allocations to public higher

education lead to increases in student enrollment and graduation.*!

However, the ways in which colleges and universities allocate
funding to different categories of expenditures, such as instruction

or student services, also matters.®

In higher education today, funding adequacy is critical to support
educational equity. We must consider that different colleges and
universities serve different populations of students and that low-income
and racially minoritized students may require additional, adequate,
and stable investment in student services and instructional
expenditures to have equal opportunity to graduate. The state will not
be able to meet its current 60 by 25 goal without increasing graduation
rates among these students. Given how state appropriations are
distributed across stratified institutions of public higher education, the
lack of adequate funding primarily jeopardizes postsecondary access
and success for historically underrepresented students and threatens

the social justice mission of contemporary higher education.®®




Section IV

HOW ADEQUATE IS HIGHER EDUCATION FUNDING IN ILLINOIS?

Public financial support is essential to college attendance and
completion, and reductions in per-student resources can produce
academic barriers for students in the form of diminished instruction
time, a lack of course availability, and insufficient support services.**
Cost-cutting policies can also diminish institutional capacity to
produce returns to students and taxpayers or force institutions to
increasingly rely on revenue from tuition and fees.® Moreover, unequal
public financial support can intensify the hierarchy within higher
education such that more advantaged institutions tend to receive more
stable financial resources when compared to institutions that may have
a greater need for public funds.®

As public four-year institutions in Illinois heavily rely on state
operating funding to fulfill their mission, funding adequacy is critical
for offering wraparound student support services to ensure that student
not only enroll, but also succeed in higher education.” Without
adequate funding, attending an Illinois public four-year college
appears to be a risky decision for students, especially historically
underrepresented students. The data show that in Illinois, inequities
exist in college access, student support services, and post-enrollment
outcomes. Preliminary data suggest that because institutions are
inconsistently and inadequately funded, students’ opportunities to
benefit from Illinois public higher education largely depend on where

they enroll.
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Enroliment and Achievement Gaps

Colleges and universities need adequate funding in order to create
equitable access to higher education, and then to support equitable
outcomes. As previously mentioned, when states cut funding to public
universities, student enrollments tend to shift to the for-profit sector,
which is particularly problematic because for-profit colleges need to be
regulated to prevent predatory practices.® For instance, in Illinois,
Black students are underrepresented in the student body of public
educational institutions relative to their share of the total state
population. Around 14.1% of people in Illinois are Black, but only
about 12.5% of public four-year college students in Illinois are Black.
As a proportion of the population, Black student enrollment lags

behind states like Indiana and Kentucky.®

Additionally, as referenced in the Illinois Board of Higher Education
report, Black student enrollment dropped by more than one-third
(34%) between 2013 and 2019.”° The drop in Black enrollment
outpaced overall decline in Illinois college enrollment (19.4%) and for
White students (25.9%). After one year, four-year public universities
retain only two-thirds of Black students but 85% of their White
classmates. After six years, fewer than four in ten (38%) Black first-year
college students earn four-year degrees, while more than seven in ten

White students do the same.
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Institutional Expenditures That Support Completion

As reviewed above, prior literature has examined the links between
public funding for higher education, university expenditures, and
student success. Students need wraparound services so they can succeed
after enrolling in higher education. For instance, a survey of students at
four public Illinois universities found that 35% of respondents
experienced food insecurity.” Students who are food insecure are more
likely to take fewer classes, neglect their studies, or consider dropping

out of college.”

When policymakers conceptualize holistic student success, they must
consider whether students have access to support services that address
mental health, physical wellness, and counseling after traumatic

events.” Yet, students’ access to such services varies depending on

where they enroll. Illinois must address public funding for higher
education as part of its broader efforts to achieve college enrollment
and completion goals. Below, we examine how university expenditures

vary at four-year public universities across the state.

Illinois public universities spend substantially different amounts on
instruction and student support services. It is important to consider the
adequacy of funding for instruction and student services in terms of
nominal dollars, as well as the ratio of instructional to student support
expenditures (Figure 5). For instance, University of Illinois Chicago
has the highest spending per student and spends more on student
support than most four-year public universities in the state. However,
as a share of the two spending categories, University of Illinois

Chicago spends the smallest ratio on student support.

Figure 5. Students of color and the ratio of support services to instruction expenditures
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In Illinois, where you live and where you enroll determine what

you get from public higher education. Recall that Webber and
Ehrenberg found that student services expenditures support
persistence and graduation rates at campuses that disproportionately
serve less prepared college students.”* Even though Chicago State
University serves a more impoverished region, per-student spending
is higher at Southern Illinois University-Carbondale. Additionally,
Southern Illinois University-Carbondale invests a larger share of its
instructional/support spending on providing student services. In fact,
the three universities that serve the Chicago region have some of the
smallest ratios of student support expenditures, even though the region
has some of the highest rates of poverty. This suggests that campuses
that serve communities with greater needs for campus services are

unable to adequately fund wraparound support programs.

Social Mobhility

For higher education to foster social mobility, low-income students
would need to have equitable access to college, and the benefit to
earning a degree on post-graduation earnings would have to be similar
across colleges. However, there is limited evidence that either of those
conditions holds at scale. Chetty et al. showed that “the degree of
parental income segregation across colleges is very high, similar to that
across neighborhoods.”” In other words, students sort into colleges
based on family income.” After graduation, alumni tend to earn more
based on where they attended college, which is highly correlated with
the incomes of their college classmates. Only a few regional public
universities tend to admit sizable numbers of low-income students and
help them earn more than would otherwise be predicted by their

familyincome and academic preparation.”’
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Figure 6 presents the value of the social mobility indicator of public
universities in Illinois, using the Mobility Report Card (MRC)

data collected between 2000 and 2011.” Although public university
campuses are located throughout the state of Illinois, to the extent that
students attend the nearest school, their life chances are constrained
by where they are born in the state because their chances of getting
ahead in life are determined by which state school they attend. Just

as students have access to wildly different amounts of academic and
student support services depending on which public university they
attend, their opportunity to move into the middle or upper classes

varies according to which institution they attend.
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Affordability and Net Price of Attendance

The net price for first-time, full-time, in-state, degree-seeking students
who receive any type of Title IV financial aid has been declining in
Illinois, indicating effective efforts to address affordability between
2016 and 2020. However, the average net price remains higher than
in neighboring states. Figure 7 indicates which institutions drive the
higher net price when disaggrated by research intensity. For Illinois,
the net price for less research-intensive public four-year universities

is considerably higher than their peer institutions in neighboring
states. Thus, even though the “sticker price” of attending a University
of Illinois campus may be higher, students who do not attend the
University of Illinois Urbana-Champaign or the University of Illinois

Chicago actually pay a higher net price.

These findings are consistent with Taylor and Cantwell’s work as
discussed in Section I.7? Students who attend Illinois’ most research-
intensive universities benefit from the largest state subsidies; these
are disproportionately students from higher income backgrounds
and those whose parents have four-year degrees. The less research-
intensive public universities in Illinois are meant to broaden access
to higher education for students who come disproportionately from
lower-income backgrounds or who are the first in their family to go

to college. Yet, as Figure 7 shows, students at most Illinois public

universities have historically paid a substantially higher net price

than students at the research flagship campuses. Although the gap
narrowed by 2020, on average, students were still paying more to
attend less research-intensive universities that were intended to be

more affordable and broadly accessible.

Student Loan Debt

As student loan debt influences students’ graduate school attendance,
occupational choice, and other major life events, it continues to
exacerbate the inequity in accrued wealth and limit socioeconomic
mobility among underserved sub-groups of students.*” When students
graduate from the public four-year universities in Illinois, they face
heavier student loan debt burdens when compared with graduates
from public four-year universities in neighboring states, except for

Towa.

Again, when institutions are disaggregated by research intensity,

the average student loan principal upon entering repayment seems
to be driven by the non-highest research institutions. In other
words, students from the 10 less research-intensive public four-year
universities ended up with higher student loan debt than students
from UIUC and UIC. Although attending one of the most research-
intensive universities is inexpensive compared to attending research-

intensive flagships in surrounding states like Iowa, Michigan,
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Figure 6. Social mobility index and percentage of Black and Latinx students

90
80
70
60
50
40
30
20

Percentage of Black or Latinx Students

Social Mobility Score

0.00490 _ 0.03053

Chicago ~ Northeastern ~ Northern Western
State [llinois lllinois [llinois
University University University University

Eastern
[llinois
University

University Southern llinois Southern

of llinois [llinois State [llinois
System University- University University-
Carbondale Edwardsville

Note: The social mobility indicator was calculated, for a given college, as the product term of the fraction of low-income students (i.e., having parents

in the bottom quintile of the parents’ income distribution) and the fraction of low-income students reaching the top 20% of the student earnings

distribution in their 30s.%* For example, Chicago State University admits a higher proportion of low-income students and a larger proportion of them

went on to reach the top quintile of earnings in their 30s. However, Illinois State University admits a smaller proportion of low-income students and a

smaller group of students were able to move up the income ladder from the bottom quintile to the top quintile.

Missouri, and Wisconsin, students who attend less research-intensive
universities in Illinois leave with larger student loan debt, on average,

than their counterparts in neighboring states.

As student loan debt often becomes a heavy burden for college
graduates, we further disaggregate the average student loan debt for
low-income students and non-completing students (see Figure 8 and
9).%! For instance, students that started college but did not complete can
have a higher debt-wage ratio.*” The non-completing students, who are

more likely to be traditionally underserved, were, on average, more

negatively impacted by heavy student loans.* Relative to other states

in the region, loan debt was particularly burdensome among students

attending less research-intensive public universities (i.e., schools other

than University of Illinois Urbana-Champaign and University of

Illinois Chicago).
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Figure 7. Average net price for first-time, full-time, in-state, degree-seeking students who receive any type
of Title IV financial aid (2022 constant dollars)
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Figure 8. Median amount of student loan principal for low-income students upon entering repayment (2022 constant dollars)
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Figure 9. Median amount of student loan principal upon entering repayment (2022 constant dollars) by student characteristics
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Section V

IMPLICATIONS AND POLICY RECOMMENDATIONS FOR ADEQUATELY

FUNDING HIGHER EDUCATION IN ILLINOIS

Implications and Policy Recommendations for
Adequately Funding Higher Education in lllinois

Illinois has a robust system of public higher education. Despite
challenges beyond its control (a pandemic, economic recessions,
inflation), the state has an opportunity to recommit itself to higher
education as a state asset and its goal that 60% of working-age state
residents earn a postsecondary credential.® As of 2019, fewer than four
in ten Illinois residents between the ages of 25 and 64 had earned
four-year degrees.”® To remain nationally and globally competitive in
the 21st century knowledge economy, Illinois will need to move toward
adequately funding public universities to provide an equitable college
education. In the remainder of this section, we draw on our findings
above to offer recommendations for Illinois policymakers as they

consider future appropriations.

When state funding is persistently low, universities become increasingly
reliant on tuition. When universities are overly reliant on tuition,

their ability to absorb each new cut in state funding (whether nominal
or inflation-adjusted) is limited by their ability to increase tuition and
fees and to enroll more students. Over the past decade, inadequate

funding has led Illinois universities to try multiple strategies to stay

solvent.
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POLICY RECOMMENDATIONS

1. Consider Within-State Funding
Inequities

. Improve Equity for Black
Students in Both Access and
Success

. Restore Cuts to Public
Universities

. Address Differences in Fixed
and Variable Costs to Provide
Student-Centered Support

. Consider Regional
Competitiveness

. Adopt New Measures of Success
(or Accountability)

. Avoid the Pitfalls of
Performance- or Outcomes-
Based Funding Models
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Recommendation 1: Consider Within-State Funding
Inequities

Public unwersities in Illinots have different enrollment pressures (e.g., declining,
wncreasing), which can influence how they absorb funding cuts

o Unwersity spending to support and instruct students varies substantially across
the state (both in nominal dollars and proportionately)

10 the extent that students enroll at the four-year college closest to their

hometown, where students are born determines what they get from the Illinots

system of public higher education

Policymakers should consider pursuing geographic or distributional equity

lo even out funding for public four-year universities serving rural parts

of the state (see Figure 1)

o Public universities serving lower-income counties should have at least equal, if not

more, funding to support student success than universities in higher-income counties

As discussed in Section IV, Illinois is doing a particularly poor job

of supporting Black students in higher education, and the state is
undermining its goal of improving college attainment by underserving
the Black population. While policymakers may be constrained from
using race-conscious admissions or directly considering race in
appropriations, they should consider how to keep the cost of college
affordable and to adequately fund wraparound student services to
support success at public universities that disproportionately serve

Black students.

Recommendation 2: Improve Equity for Black Students
in Both Access and Success®’

e Black student enrollment at Illinots public four-year universities dropped by
more than one-third between 2013 and 2019

o When Black students enroll in Illinots public four-year universities, those
universities disproportionately place them in developmental courses that do not
lead to college credits (15% compared to only 5% of White students)

o As aresult, Black students tend to earn fewer college credits than Whte
students in ther first semester, and after only a single semester on a_four-year
college campus, Black students are already off-track to earn a baccalaureate
degree in_four years®®

o Four-year public universities retain only two-thirds of Black students but
85% of therr Whte classmates one year after initial enrollment

o Afler six years, fewer than four in ten (38%) of Black first-year college
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students earn_four-year degrees, while more than seven in ten White students

do the same

As discussed in Section I, Illinois universities are operating with less state
funding than they had before or during the height of the COVID-19
pandemic. As public funding decreased, universities increased tuition
and fees, and they made year to year changes in how adequately they
funded student services. Yet, increasing tuition and fees and cutting

student services cannot remedy cuts in state appropriations.

Recommendation 3: Restore Cuts to Public
Universities

o At a minimum, base appropriations to higher education should be increased to
restore inflation-adjusted cuts to public unwersity funding

o Additionally, because of the recent spike in inflation, 2020 appropriations were
even worse when we compared them to 2017 constant dollars

o Policymakers need to consider how persistently high inflation continues to dilute the

purchasing power of state appropriations to public universities

Universities need adequate funding for instruction and student services
to support success. Enrollment-based funding is often calculated based
on full-time equivalent students. While funding based on full-time
equivalent students may make more sense for instructional costs
(where part-time students do not enroll in as many courses), part-time
enrollments have different implications for adequately funding student
services. As shown in this report, funding adequacy should

be considered using total headcount calculations.

Recommendation 4: Address Differences in Fixed and
Variable Costs to Provide Student-Centered Support

o A part-time student requires as much institutional investment as a_full-
time student for services like advising or assessing students for disability
accommodations

o Avoid defaulting to funding universities based on_full-time equivalent
enrollments; instead, policymakers should consider providing equitable levels
of funding for per-student (i.e., headcount) instructional and support services
expenditures

o Fuixed costs associated with the day-to-day operational support of the
wnstitution do not change according to students’ envollment status;
policymakers should consider adopting a_funding minimum for per-student

support expenditures
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Compared to neighboring states, Illinois needs to improve access and
success for its students. The system of public higher education in Illinois
serves too few Black students. Additionally, the cost of public higher
education is too high, and too many Illinois students leave college with

higher student loan debt than students in surrounding states.

Recommendation 5: Consider Regional
Competitiveness

o Illinots does not equitably educate its Black population, but other states in the
region (e.g., Indiana and Kentucky) demonstrate that states can, in fact, close
the enrollment gap

o Students at Illinots public unwersities, particularly those who attend the state’s
less-research-intensive campuses, pay a higher net price and accrue more student
loan debt than (a) students at Illinois’ flagship universities and (b) students at
public unwersities in many surrounding states

o The high cost of student loans in Illinots ts especially problematic for low-income

students and students who do not complete their degrees

Policymakers traditionally rely on institutional metrics (e.g., retention
and graduation rates) that take place between when students first enroll
and when they leave campus. Those metrics can be manipulated,

and institutions can blame individual students when they fall short

(i.e., students dropped out’ rather than ‘we failed to retain them’).
Furthermore, traditional metrics are disconnected from broader aims

of broadening college access and making college more affordable.

Recommendation 6: Adopt New Measures of Success
(or Accountability)

o In addition to traditional metrics (first-year retention, graduation rates), Illinois
should prionitize expanding equitable access by bringing down the net price
of attendance at the state level

o Institutions should focus on equitably enrolling diverse students (low-income,
furst-generation, racial minority) from surrounding counties

o At the state and institutional levels, leaders should commat to reducing student

loan debt and vmproving social mobility across institutions

The intuition of performance-based funding goes against the
assumptions of adequacy-based funding. Performance-based funding
assumes that universities are so cash-strapped that they will innovate

to improve student success on traditional metrics (e.g., retention,
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graduation rates). Further, zero-sum, performance-based funding
exacerbates rather than ameliorates inequities among universities within
astate. As we have shown, enrollment patterns and instructional and

student service expenditures already vary widely across Illinois.

Recommendation 7: Avoid the Pitfalls of Performance-
or Outcomes-Based Funding Models

*  Prior research demonstrates that performance-based funding creates perverse
incentives, such as limiting access to higher education (especially for less-prepared,
lower-income, or racial minority students)

o At best, performance-based funding formulas can minimize unintended
consequences on vulnerable populations

o Prior research indicates that performance-based funding policies generally do not
lead to tmprovements in student outcomes or institutional equity

o State funding should prioritize capacity-building for institutions to overcome

financial hardship and enrollment decline

Future Data Needs for Understanding Funding
Adequacy and Promoting Accountability

Throughout the process of preparing this report, we drew on a

variety of publicly available state and institutional data. We were not
able to disaggregate institution revenues and expenditures to pursue
additional considerations for how to adequately fund higher education.
For instance, if statewide, longitudinal data were made available to

researchers, we could examine:

Beyond raw totals of instructional expenditures, what ts the institutional cost of hiring

JSull-time faculty members (and how does 1t vary across fields like engineering and

education), and how do those costs reflect local cost of hving?

. We now know student support and instructional spending vary substantially
across Illinows® public unwersities. What does that mean within campuses?
How do annual changes in appropriations and expenditures influence faculty-
and academic adviser-to-student ratios?

o Within and across colleges and unwersities, how do instructional and student
support services costs influence institutions’ abilities to equitably serve part-time,

low-income, first-generation, and underrepresented racial minority students?
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