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Introduction

Two-year colleges have long been the stepchildren of the higher education family of
institutions, the so-called “other college,” despite the fact that they are the main contact
with higher education for a large proportion of young people. In 2005, two-year college

enrollment was almost 40 percent of total college enrollment.

These 6.5 million students fare far worse than their four-year peers in persisting through
postsecondary education until receiving a credential. Among first-time students who start
at a four-year college, approximately three-quarters persist to the second year, compared
to roughly half of first-time students who start at a two-year college. Moreover, within

six years, students who begin at a four-year college are twice as likely as those who begin
at a two-year college to earn a degree. And those students who have not yet completed a
degree are much more likely to still be enrolled in college if they started at a four-year col-

lege than if they started at a two-year college.

This lack of persistence and degree completion presents a compelling challenge for educa-
tion and economic policymakers since postsecondary education is key for both indi-
vidual success and economic competitiveness in the global, knowledge-driven economy.
However, encouraging degree completion among two-year college students is a complex
issue due in large part to the dissimilarities between two- and four-year college students.
Two-year college students are more than twice as likely to be enrolled part-time, and
more than half of two-year college students are employed, compared to only 38 percent of
four-year college students. Two-year college students are far less likely to be of traditional
college-going age (18 to 24) than four-year college students, and they are also more likely
to be of minority descent and from families of lower socioeconomic status. Finally, stu-
dents who first attend two-year colleges are less academically prepared than students who
first attend four-year colleges, whether this is measured by standardized test score, highest

math course taken in high school, or participation in remedial education.

This paper shines much needed light on the complexity of contemporary college going
and the potential causes of the gap in persistence and degree completion. Using a human
capital framework, we review literature regarding policy solutions designed to address
this complexity in two broad areas. The first is the availability of financial aid to two-year
college students, which may take the form of grants or loans. The second is the two-year
college institutional environment, which includes remedial education, student support

services, learning communities, and transfer agreements.

1 Center for American Progress | The Other College



Our human capital investment perspective underscores two key areas for policy con-

sideration. First, the idea of students making “investment” decisions when choosing Number of two- and =
P . . . . [=
whether or not to enroll or persist in college brings a customer orientation to the issue. four-year colleges 3
The human capital framework highlights how the needs of two-year students differ from 1975-2007 -
those of their four-year peers, indicating that students at the two types of postsecond- 3,000
ary institutions will not benefit from the same strategies regarding curriculum, teaching >
and learning, and student support services. Second, while there is arguably a need for 2500
increased funding for financial aid and institutional environment interventions, there is 2,000
alack of evidence of their effectiveness. A publicly funded, aggressive research agenda [
p y ) A8g g 1,500
for evaluating the effectiveness of interventions specifically targeted at two-year colleges __,_/-'“Jw-
and their students is therefore a must. 1,000
= Two-year
500
Given their popularity among today’s college students, America’s future economic success — Four-year
0
may well depend on how we invest in two-year institutions. National leaders would be LE ISR Y
R EREERE

wise to move the “other college” to the forefront of the postsecondary policymaking arena.
End of academic year

Source: US. Department of Education, 2007.
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Growth of two-year colleges

Two-year colleges are a prominent feature of the American postsecondary education land-
scape. In 2005, two-year colleges made up approximately 40 percent of all degree-granting
postsecondary institutions, both public and private, while two-year college students
accounted for one-third of total fall enrollment in these institutions.' Indeed, over the past
three decades, the number of two-year colleges has grown more than the number of four-
year colleges. The number of two- and four-year colleges increased by 48 and 41 percent,
respectively (see Figure 1).2

In addition, enrollment at two-year colleges has grown faster than enrollment at four-year
colleges. Total fall enrollment at two-year colleges has increased from under 1 million
students in the early 1960s to over 6 million students in 2005—an increase of over 600
percent (see Figure 2). At four-year colleges, however, total fall enrollment has increased
from 4 million to 11 million students over the same time period—an increase of less than
200 percent. In terms of average annual rates of growth, total fall enrollment at two-year
colleges has grown by roughly 5.1 percent each year, compared to the 2.5 percent yearly

growth rate at four-year colleges.?

Moreover, the number of two-year college degrees conferred has also grown substantially
over time. Since 1970, the number of associate’s degrees conferred has increased four-
fold, reaching nearly 800,000 by 2007 from a base of roughly 200,000 (see Figure 3). The
average annual rate of growth in the number of associate’s degrees conferred (2.9 percent)
matches that for master’s degrees, but far surpasses the average annual growth rate for

bachelor’s and doctorate degrees (1.7 and 1.8 percent, respectively).

Despite this rapid growth, it is not clear that two-year college students flourish in their
postsecondary institutions. As we will document in the next section, two-year col-

lege students have lower rates of retention and completion than their four-year college
counterparts. In this paper, we examine why retention and completion rates differ
between two- and four-year college students. We begin by comparing the characteristics
of two- and four-year colleges and the students who attend them. Next, we quantify

the gap in retention and completion rates between two- and four-year college students
and describe a theoretical framework that may be used to understand why this dispar-
ity exists. Finally, we identify the current policies that likely influence the educational
attainment of two-year college students and suggest some policy directions that may

improve their educational outcomes.
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A comparison of two- and
four-year colleges and the
students who attend them

Two- and four-year colleges have very different institutional characteristics, as shown in
Table 1. While the majority of two-year colleges are public institutions (63 percent public
vs. 37 percent private), the reverse is true for four-year colleges (25 percent public vs.

75 percent private). Average fall enrollment per institution at two-year colleges is much
lower relative to that at four-year colleges, especially when comparing privately controlled
institutions in each category.

Across the board, four-year colleges charge higher tuition and fees on average than two-
year colleges, and the disparity ratio is larger among public institutions. Two-year colleges
are also more likely to provide remedial services to their students (80 percent vs. 67 per-
cent when examining all institutions). Indeed, nearly all public two-year colleges provide

remedial services, where only three-quarters of public four-year colleges do.

However, these national level statistics may mask differences at the state level between
two- and four-year colleges and their students. There is a considerable amount of varia-
tion by state in total enrollment and the share of college students enrolled in two- versus
four-year colleges. In 2005, California led the nation in total enrollment, with 2.4 mil-
lion students enrolled in two- or four-year colleges. At the bottom of the pack were
Alaska and Wyoming, with 30,000 and 35,000 students enrolled, representing roughly
half of high school graduates in those states. Looking at two- and four-year enrollment
separately shows that 97 percent of college students in Alaska and 88 percent in South
Dakota were enrolled in four-year colleges, while more than half of college students in
Wyoming (62.5 percent) and California (59.9 percent) were enrolled in two-year col-
leges.* These state-level differences are likely due to variation in the number of college-
age individuals, differences in college students’ preferences and characteristics, and
availability of two-year colleges by state.

Students at two- and four-year colleges differ substantially in almost every measureable
dimension (see Table 2). Two-year college students tend to be older than four-year col-
lege students; roughly half are ages 18 to 24, compared to more than 60 percent of four-

year college students. In contrast, 40 percent of two-year college students are older than

24, compared to 36 percent of four-year college students. There is very little difference in

gender of two-year and four-year college students. Forty-one percent of two-year college
students are male, compared to 43 percent of four-year college students.
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TABLE 1
Characteristics of two- and
four-year colleges, 2005

Two-year Four-year

Control of institution

Public 63.0% 25.2%
Private 37.0% 74.8%
Total fall enroliment

All institutions 6,488,055 10,999,420
Public 6,184,229 6,837,605
Private 303,826 4,161,815

Average fall enroliment per institution

All institutions 3,855 4,342
Public 5,829 10,700
Private 488 2,197

Average tuition and fees

All institutions $2,338 $9,706
Public $1,849 $5,027
Private $12,122 $18,604

Availability of remedial services

Allinstitutions 80.3% 67.4%
Public 99.6% 75.6%
Private 47.4% 64.7%

Source: US. Department of Education, 2007.



TABLE 2
Characteristics of two- and four-

Two-year college students are also more than twice as likely

year college students, 2005 as four-year students to be enrolled part-time (59 percent Total enrollment at two-and 2
compared to 26 percent). Indeed, growth in part-time enroll- four-year colleges r=cg
Two-year Four-year ment accounts for much of the growth in total enrollment at By type of enroliment, 1970-2005 ®
Age distribution two-year colleges since the 1970s, while the opposite is true In millions
<18 >8% 18% at four-year colleges (see Figure 4). A related phenomenon is 9.0
18-24 524%  61.9% that more than half of two-year college students are employed, 8.0 /‘
25-39 27.5% 26.9%

compared to only 37 percent of four-year college students. 7.0
40-64 135%  9.3% 6.0 74
65+ 0.9% 0.1% 50

Two-year college students are slightly more likely to be of =

100.0%  100.0% minority descent than four-year college students. Across the 40 -
Gender nation, non-Hispanic black and Hispanic students represent 30
Male 41.3% 43.4% 14 and 1S percent, respectively, of enrollment at two-year col- 2.0 #
Female 58.7%  56.6% leges, compared to 12 and 8 percent of enrollment at four-year 1.0
Enrollment intensity colleges. Other research has shown that students who first 0.0
o VWO NWNOe=FINOmMm
Part-ti 59.2% 25.9% ; ; 535863883 &&83SS
art-time -2% 9% attend two-year colleges are also substantially more likelyto | 2222222222 ] KR
Full-time 40.8% 74.1% be from families of lower socioeconomic status compared to Fall of academic year
Employed nts who fir nd four-year colleges.®
e ed 545% 37.4% students who first attend four-year colleges — Two-year fulltime
Two-year part time
Race and ethnicity . . wo-yearp "
Finally, students at two-year colleges are substantially more — Four-year full time
White, non-Hispanic ~ 61.6% 65.7% — Four-year part time

likely to be enrolled in a public institution than students at

Black, non-Hispanic 13.9% 11.9%

- . 620 four-year colleges. In part because of the lower tuition, two- Source: US, Department of Education, 2007,
ispanic 1% 2%

year college students are also much less likely to receive any
Control of institution

form of financial aid—particularly loans—than four-year col-
Public 95.3% 62.2% . A

lege students. The amount of aid they receive is also lower.
Private 4.7% 37.8%

Financial aid receipt*

Other data show that students who first attend two-year col-

Any aid 62.3%  735% leges are less prepared academically than students who first
Grants 1% 8% attend four-year colleges. This can be measured in several

Loans 204% - 516% ways. First, students who begin at two-year colleges earn lower
Workstudy 1% 10:8% SAT and ACT test scores compared to their four-year college
Other 3.9% 2.5%

counterparts.® Second, Algebra I is the highest math course
Average amount of financial aid*

completed in high school for two-thirds of students who first

Any aid ¥5209 59,083 attend a two-year college; only 18 percent of students who
Grants 3312 54839 first attend a four-year college stop at Algebra I'in high school.
Loans 4728 3114 Lastly, 61 percent of students who begin at two-year colleges
Work study 52004 52079 take at least one remedial course while in college, with a full
Other $3,844 $5,298

quarter taking two or more remedial courses. In contrast,

*2003-2004, full-time, full-year students at public
institutions only.

Source: US. Department of Education, 2007. take any remedial courses during their postsecondary career.

70 percent of students who begin at four-year colleges do not
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Retention and completion:
two- vs. four-year college students

Retention—also known as persistence—and completion rates are much lower among
Degree attainment at

students who start their postsecondary educations at two-year colleges rather than at four-
two-year colleges, 2001

year colleges. There is, however, some disagreement in the literature about how persistence

Among students who first enrolled
in the 1995-1996 academic year

should be measured. Traditionally, a student is considered to have persisted from the first

97 S S34NOId

to the second year of college if he has re-enrolled either full-time or part-time for the fall
semester following his first year of college. Under this definition, data from the National
Center for Educational Statistics show that only one-half of first-time college students at
two-year colleges persist to the second year, compared to three-quarters of first-time col-

lege students at four-year colleges.”

A modified definition of persistence used by Clifford Adelman considers a student to
have persisted from the first to the second year of college if he has re-enrolled at any point
in the academic year following his first year of college. Analyzing data from the National
Education Longitudinal Study, Adelman finds much higher rates of persistence: 84 per-

cent of students who first attend a two-year college persist from the first year into the sec-

ond, compared to 95 percent of students who first attend a four-year college.® Regardless

of which definition of persistence is used, it is clear that persistence rates are lower for Degree attainment at

two-year college students than four-year college students. four-year colleges, 2001

Among students who first enrolled

. . in the 1995-1996 academic year
Two-year college students also fare worse with respect to completion rates. In 2005, I Y

roughly 30 percent of first-time, full-time two-year college students seeking an associate’s
degree had earned that degree within three years.” Six years after starting college, twice as
many students who began at four-year colleges attained a degree compared to students

who began at two-year colleges (see Figures S and 6). The figures also show that, among

students who have not yet attained a degree within six years of beginning college, students

who started at two-year colleges are much less likely to remain enrolled than students who

started at four-year colleges. Indeed, other studies have found that students who begin at \
58.4%

4

two-year colleges complete fewer years of schooling and fewer credits, and they may be 27%

0%
less likely to ever attain a bachelor’s degree.'

Certificate B No degree,
W Associate’s still enrolled
Bachelor’s B No degree,

¥ Nodegree not still enrolled

Source: U.S. Department of Education, 2007.
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Contributing factors to low retention and completion rates among
two-year college students

The difference in retention and completion rates between two- and four-year college
students may be explained by multiple mechanisms, such as differences in characteristics
between two- and four-year college students, differences in the cost of attending two- and
four-year colleges and the availability of financial aid, and differences in the institutional
environments across two- and four-year colleges. A simple framework—the human capital
model developed by Gary Becker—can be used to organize these potential explanations
into a coherent story." Becker’s model defines human capital as an individual’s set of skills.
These skills can be increased through investments in education. The primary benefit of
education is higher post-college earnings; education can also produce benefits such as

improved health, increased civic participation, and more desirable workplace amenities.

However, educational investment is costly, and the costs can be both monetary and non-
monetary. Monetary costs include direct costs, such as tuition, fees, and books, as well as
indirect costs, such as foregone labor market earnings. The large monetary costs associated
with postsecondary educational investment, in addition to students’ credit constraints or
aversion to holding debt, create a potential role for financial assistance, as we discuss in
more detail later in this paper. An example of a non-monetary cost is the psychic cost asso-
ciated with the process of learning. This cost will be greater for those who have not previ-
ously acquired the skills necessary to study at the college level. This kind of non-monetary

cost can also be influenced by a college’s institutional environment.

In Becker’s model, the student chooses his level of educational investment after weigh-
ing the benefits against the costs. For example, students who face higher costs relative to
other students will choose a lower level of educational investment, all else equal. Thus,
through the lens of the human capital model, the low retention and completion rates
exhibited by two-year college students may be interpreted as the result of low benefits or
high costs—or both—associated with educational investment. More specifically, differ-
ences in student characteristics, out-of-pocket cost, or institutional environments across
two- and four-year colleges have the potential to explain a substantial portion of the

retention and completion gaps.

Empirical evidence can be brought to bear on the differences in the benefits and costs

of investing in education for two- and four-year college students. Previous research has
shown that the labor market return on a two- or a four-year college credit is roughly the
same, suggesting that the marginal benefits of a credit are comparable.’> However, the cost
of an additional year of education likely differs for two- and four-year college students,

even after taking into consideration differences in the price of tuition.

The psychic costs—such as difficulty of completing coursework or level of interest in

the subject matter—associated with an additional year of education are arguably higher
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on average for two-year students compared to their four-year counterparts, since two-
year college students are on average less prepared for college than four-year students.
Furthermore, these psychic costs will be higher if the institutional environment is poorer
at two-year relative to four-year colleges, even in the absence of differences in academic
preparation. Students will perceive that the effort required to remain enrolled may not be
worth the perceived benefits if courses are not well taught, if they do not feel well inte-
grated into the institution, or if the institution does not provide adequate support.'* Even
a student who was a high achiever in high school might drop out of college at a two-year
institution when faced with institutional factors that impede persistence. Yet the same

student may have excelled had he enrolled in a four-year college.

An important factor for both two- and four-year students is the opportunity cost of
attending classes. One component of this opportunity cost is the foregone earnings of not
working; another is time not devoted to family and other responsibilities. These costs may
be more salient for two-year college students for two reasons. First, since two-year college
students tend to be older and come from lower-income families, the opportunity cost of
their time tends to be higher. Second, many two-year college students attempt to lower the
cost of foregone earnings by continuing to work and enrolling only part-time in college.
Yet part-time enrollment itself reduces eligibility for aid in many instances.'* Students at
public two-year colleges who are enrolled full-time are 42 percent more likely to receive
grant aid than those who are enrolled part-time.'* Part-time enrollment may also increase
psychic costs if students are not being well integrated into the college environment and
have to juggle both school and work.

In Becker’s model, individuals know with certainty the costs and future benefits of attending
college. In the real world, individuals may not know about college costs and benefits. Even if
they do, they may not know how to apply for college and financial aid. Those with less aware-
ness about opportunities will perceive higher psychic costs associated with attending college
because they simply do not know what to do and where to acquire more information.' This
lack of information may be caused by several factors, including poor “social capital” (friends,
family, and neighbors who attended college and therefore understand the many opportuni-
ties) or poor quality secondary schooling with inadequate college counseling. In addition,
students may face unforeseen psychic costs, such as the work being harder or less interesting

than they expected or an unexpected change in family circumstances.

Variation in future earnings is another unknown factor that students may not take into
consideration when making decisions about going to college. While students who attend
college may earn higher wages on average, some will do extremely well and others will

not. That is, there is some degree of “risk” in undertaking a college investment. For some
students, added uncertainty about future labor market prospects will not affect the decision
to attend college, and they will choose their level of educational investment as if they could
predict the future with certainty. However, if individuals are risk averse, they may be hesi-

tant to fully invest in their schooling (after all, they must incur the costs upfront for a future
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payback). Many have hypothesized that low-income students may be more risk averse when
it comes to educational investments than are students from wealthier families,'” leading
them to be less likely to enroll in college and potentially complete fewer credits as well. To
the extent that two-year college students come from lower-income families than do four-

year college students on average, they may be, on average, more risk averse as well.

One way students may attempt to acquire more information and in turn reduce uncer-
tainty about the costs and benefits of college attendance is to “test it out.” This happens
when a student enrolls in college and subsequently drops out after deciding he or she is
not well suited for postsecondary education (presumably, in this example, because of high
psychic costs). If two-year college students know less about their suitability for college
than do four-year college students, this uncertainty may be one reason for the gap in per-
sistence and completion. Uncertainty in the costs and benefits of college may also be an

important factor in the design of financial aid.

Overall, we hypothesize that the retention and completion gaps between two- and
four-year college students arise largely from differences in the real or perceived costs of
attending college. Although student characteristics—such as family income and academic
preparation—partially proxy for costs of college attendance, recent research finds that

the gap in completion rates between two-year and four-year college students—although
substantially reduced—remains even after accounting for the influence of such factors.'®"
In the following section, we examine the potential role of policies aimed reducing costs—

both financial and psychic—in order to narrow these gaps.
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Policy issues and directions:
Retention and completion among
two-year college students

Two sets of policy issues affect two-year college students in their efforts to attain a postsec-
ondary degree: the cost of attending a two-year college and the two-year college institu-
tional environment. In this section, we describe these issues and suggest several promising

policy directions to address them.

The direct cost of attending a two-year college

Tuition and fees for two-year colleges are less, on average, than for four-year colleges (see
Table 1). However, the actual price paid by two- and four-year college students largely
depends on the availability of financial assistance, which may come in the form of federal
financial aid or other forms. In this section, we discuss the interplay of various federal,
state, and institutional financial assistance policies and the ways in which these policies

might be altered to improve retention and achievement among two-year college students.

Under current policy, students interested in federal financial aid must fill out a Free
Application for Federal Student Aid, or FAFSA.?° The FAFSA assists the student in cal-
culating the amount that his or her family can be expected to contribute toward postsec-
ondary education. That amount is compared to an estimate of the price of attending the
college the student has chosen. If the expected family contribution exceeds the price of
attendance, then the student is ineligible for federal financial aid. Otherwise, the student is

eligible to receive federal aid in the form of grants, loans, or work-study.

Under the current federal financial aid system, large sums of federal funds are spent on
financial aid each year, reaching $14 billion in 2006.! However, many aspects of the cur-
rent policy favor four-year college students over two-year college students. First, students
who attend at least half time are allowed to include indirect expenses, such as room and
board, in the calculation of the price of attendance in addition to the direct expenses like
tuition, fees, and books.”> However, students who attend less than half time—a vast major-

ity of whom are two-year college students—can include only direct expenses.

Second, an institution’s estimated price of attendance is based on the assumption that
students attend college for only part of the year. This may well be the case for a majority

of four-year college students; they typically take the summer months off for vacation or
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to find a summer job. However, many two-year college students work and attend college
throughout the entire year. Therefore, the price of attendance used to calculate eligibility

for financial aid is an underestimate of the true price for many two-year college students.

Third, while four-year college students are likely to receive financial assistance from their
families, this is not the case for many two-year college students. Yet under the current
policy, most two- and four-year college students are considered to be dependent students
who are eligible for less aid than independent students. Thus while two-year college
students may not get aid from their families, they also do not receive the extra aid given to

students like them who live independently from their families.

Lastly, some federal financial aid, such as the Pell Grant program, can be used only to cover
for-credit courses. Remedial courses, often called “developmental” courses, are often non-
credit courses, even though they might be prerequisites for acceptance into a program or
for higher-level coursework. Some other types of financial aid will cover a limited number
of remedial credits, but since remedial coursework typically does not fulfill graduation
requirements, students may find that they have exhausted their aid money before finishing
their degrees. Since two-year college students are much more likely to take remedial courses

than four-year college students, two-year college students are at a distinct disadvantage.

Grant aid

There is fairly compelling evidence that a large grant can significantly improve college
attendance and educational attainment. Early evidence supports the effectiveness of
means-tested grant aid in improving outcomes.”® Research suggests that a $1,000 increase
in grant aid may increase the probability of attending college by five percentage points and
increase educational attainment by one-fifth of a year.” In Georgia, for instance, college
attendance rates among 18- and 19-year-old students increased substantially, especially
among middle- and high-income students, after the introduction of the Georgia Hope pro-

gram. Overall, attendance increased by four percentage points for every $1,000 of aid.*

Some argue that financial aid could be even more effective if there were a connection
between student academic effort and aid eligibility. One example of this is performance-
based aid (or merit aid), which awards financial assistance to students who meet stated
academic requirements. Currently publicly provided merit aid typically must be used at
public universities within a particular state or at a particular institution. Unlike means-
tested aid, merit aid rewards behaviors that are positively correlated with postsecondary
achievement, such as earning good grades in high school and college, enrolling at least

half-time in college, and taking advantage of college counseling and support services.

Most of the evidence regarding the impact of financial aid on student outcomes comes from

studies of four-year college students, which may not generalize to two-year college stu-
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dents—the focus of this paper. A notable exception is an MDRC study of a performance-
based scholarship program that was implemented at two New Orleans community colleges.
This study produced large positive effects for low-income students. Students at these com-
munity colleges were randomly assigned to a treatment or control group. Treated students
received a $2,000 scholarship and enhanced counseling services in return for maintaining
at least half-time enrollment and a “C” average, while the control group received standard
counseling services. The scholarship, which more than covered the cost of tuition at these
colleges, was paid in addition to any other financial aid for which the students were eligible.
Compared to students in the control group, students in the treatment group were more
likely to enroll full-time, and they also passed more courses, earned more credits, and had
higher rates of re-enrollment in the second and third semesters after the program began.*®
However, the size of the effects was relatively small. After three semesters those in the pro-

gram group had earned only three more credits than those in the control group.

Student loans

Student loans comprise another important part of the typical student’s financial aid pack-
age. Over time the debt burden among college students has risen. From 1993 to 2004, the
share of college students who take out a loan, among those who receive financial aid, rose
from 55 to 65 percent. And, over the same time period, the average debt incurred by a col-
lege graduate rose from $8,462 to $13,275 (or from $12,565 to $20,386 among those with
positive debt).”” In Becker’s human capital model, loans provide a reasonable and effective
form of financial aid. If individuals know the expected economic benefit of attending col-
lege (e.g. their future wages and income) and do not mind holding debt, then they should
be willing to borrow money to help pay for the cost of college against their future income.
However, the Becker model does not allow for uncertainty, or for individuals who are risk
averse, dislike holding debt (they are “debt averse”), or are unable to borrow at reasonable
interest rates (they face “credit constraints”), which means that students will be less willing

(or unable) to borrow against their future earnings.

As noted above, the extent to which individuals—particularly low-income individuals—
are risk averse has not been well documented in the economics literature, although there
is growing evidence that many individuals are debt averse.”® The literature on the impact
of credit constraints on college attendance and completion has produced mixed findings.
One study, exploiting the fact that the direct and opportunity costs of education affect stu-
dents who are credit constrained differently than students who are not credit constrained,
finds little evidence that credit constraints result in non-optimal levels of educational
investment.” In contrast, others conclude that the fact that family income is a strong pre-
dictor of college attendance—accounting for student achievement—is evidence of credit
constraints.*® With respect to college persistence, some research finds that some college
students are indeed credit constrained, but this does not explain differences in persistence
by family income.*' Clearly, whether credit constraints are a barrier to college attendance

and persistence is an unresolved issue in the literature.
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Possible policy directions

The current federal financial aid system could be modified to better meet the needs of
two-year college students by extending eligibility (and therefore increasing participation)
for federal aid to more students as well as by redefining the metrics used to determine
student need. Among the “low-hanging” fruit that would entail a relatively easy and low-
cost implementation would be a campaign to increase knowledge about the sources of aid
available to low-income students through marketing and counseling services.”> Another
step would be to simplify the FAFSA, a policy direction that has recently garnered a lot of
attention in the higher education literature.’®

Larger, more fundamental efforts to restructure the financial aid system would need to be
approached more cautiously. Attempts could be made to better level the playing field for
part-time students, those requiring more remedial credits, and/or those choosing to enroll
for the summer term. Further, a system that better acknowledged that low-income stu-
dents (who disproportionately attend two-year colleges) may be risk averse in their assess-
ments of the economic benefits of their college education, or that they simply may be debt
averse, may improve two-year college students’ educational attainment. We recognize

that a full-scale restructuring of the financial aid system along these lines is unlikely and
possibly misguided given the state of our knowledge about the ability of various financial
aid interventions to improve student outcomes. However, a major effort to aggressively
advance the state of research and better inform policy would be immensely beneficial for
the next reauthorization of the Higher Education Act. Federal funding of a series of well-
designed experiments in which financial aid eligibility and generosity were systematically

varied would help to advance the higher education policy discussion.

There are at least three examples of innovative financial aid modifications that are either
the focus of current research or which should be studied more rigorously. First, construct-
ing financial aid packages with a greater emphasis on performance-based scholarships
may generate incentives for low-income students to increase their educational attainment.
MDRC is currently conducting a second large randomized study of performance-based
scholarships—with variation in aspects of the design and implementation of the scholar-

ships—that will provide insight into the impact on student outcomes.

A second promising modification is income-contingent loans that allow for flexibility

in loan repayment on the basis of post-college income flows.* This arrangement greatly
reduces the risk of default faced by students borrowing to finance their educations, and
therefore may increase college matriculation and persistence among risk-averse and
economically disadvantaged students.” The College Cost Reduction And Access Act of
2007 makes federal student loans eligible for income-based repayment as of July 1, 2009,
where payments are limited to either 15 percent of the borrower’s monthly discretion-
ary income or 15 percent of the amount to which the borrower’s monthly adjusted gross
income exceeds 150 percent of the federal poverty line.** The Department of Education
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is tasked with conducting annual verifications of the borrower’s debt balance and income,
and after 25 years any remaining debt is forgiven. While appealing, a major concern with

a program of this type is the issue of moral hazard, whereby an individual who is insulated
from risk might begin to adopt riskier behaviors. An adequately funded study of this
program—experimenting with different requirements for eligibility and different amounts
of aid—would provide information on how serious an issue moral hazard may be and
thereby greatly advance the debate on the worthiness of this repayment option for increas-

ing educational attainment.

A third modification is emergency financial aid programs, in which the institutions
themselves provide financial assistance to their students who are at risk of dropping

out due to unforeseen financial constraints. Two emergency financial aid programs, the
Dreamkeepers Emergency Financial Aid Program and the Angel Fund Program, are cur-
rently being piloted. After two years of evaluation, researchers have found that students
who received the emergency aid most often cited housing, transportation, and child care
as the source of financial need.”” In addition, there is some descriptive evidence that the

emergency aid helped recipients maintain enrollment.

However, these findings are purely descriptive since there was no element of randomiza-
tion in the design of either program. As is the case with income-contingent loans, college
financial aid offices should be concerned with the issue of moral hazard when considering
offering emergency financial assistance. A randomized evaluation of emergency financial
aid programs, in which eligibility rules and amount of aid are varied, could be funded by
a federal-state match to discern the extent to which moral hazard is an issue and, more
importantly, how effective emergency financial aid is at keeping students enrolled in col-

lege during unforeseen financial crises.

The two-year college institutional environment

Characterizing the institutional environment’s effect on student achievement is a topic dis-
cussed in detail in the literature about two-year colleges. In particular, many studies have
focused on the effectiveness of remedial education on retention and completion rates, in
addition to the impact of student support services, learning communities, and transfer
agreements. Here we examine these issues in detail and make the case for more research

on the effectiveness of these aspects of the institutional environment.

Remedial education

One of the most important features of a two-year college’s institutional environment is
remedial (developmental) education. While the specifics of programs vary widely, remedial

education generally addresses the relatively low level of academic preparation among two-
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year college students and aims to bring student proficiency up to the college level. In 2007,
more than 80 percent of two-year colleges provided remedial services to their students,
compared to less than 70 percent of four-year colleges.’® And, as stated above, students who
begin at two-year colleges are twice as likely as students who begin at four-year colleges to
take remedial courses. Therefore, changing the way remedial education is provided has the

potential to improve achievement for a large number of two-year college students.

Despite the fact that remedial education is a large component of the two-year college curric-
ulum, the body of research on its effectiveness is rather small and produces mixed findings.
Typically, researchers estimate the effect of remediation on student outcomes by comparing
remedial and non-remedial students, using a variety of techniques to attempt to control for
pre-existing differences between these two groups. One such study exploited differences

in remedial placement practices across two-year college campuses and the distance to the
nearest college, both of which are arguably unrelated to unobservable student characteris-
tics, in order to predict the likelihood that an individual will enroll in remedial courses. The
study found that assignment to remedial education increases retention, the probability of

transferring to a four-year college, and the probability of earning a bachelor’s degree.

Two other studies compared students on either side of the threshold for remedial education
placement, who arguably have identical levels of preparation and ability. In the studies, stu-
dents below the threshold were assigned to remediation and students above the threshold
were not. While one study found positive effects of remediation on retention and credits
earned, the other found small and sometimes negative effects of remediation on completion
and degree attainment.* The existing evidence is inconclusive on whether remediation has
a beneficial effect or if some of the perceived outcomes can be explained by other factors,
such as pre-existing differences between remedial and non-remedial students or the quality
of remedial education programs. Given the differences in the level of academic preparation
among two- and four-year college students, it is natural for educators to look toward reme-
diation as a way to close the gap. However, it might also be the case that the community

college is not the ideal setting or time for remediation to take place.

Other features of the institutional environment

Other features of the institutional environment that may affect retention and completion are
student support services, the quality of curricula and instruction, student integration, and
transfer agreements. Student support services, such as tutoring, academic and career advis-
ing, and courses that focus on improving study and time management skills aim to provide

extra assistance to students as they progress through college and advance toward careers.

A small body of research exists on the effectiveness of expanding support services for two-
year college students. At two community colleges in Ohio, students were randomly selected

to receive enhanced student services and a small financial incentive of $150 per semester for
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two semesters. An evaluation of these programs found only small and short-lived effects on
the likelihood of second semester enrollment, on the credits earned, and on the number of
courses passed.*' More generally, researchers have found that although support services are
designed to be accessible to all students, only students who come from more advantaged

family and academic backgrounds take advantage of the resources.*

There is also growing interest on two-year college campuses to integrate support service
courses into the student curriculum in order to make the services more structured, stream-
lined, and widely available. These courses, dubbed “success courses,” frequently focus on
improving study skills, time management skills, writing skills, note taking, and educational
and career path development. There is some evidence showing that students who enroll in
success courses have higher rates of achievement. Yet only one study—in which students
were randomized into a learning community that included a student success course in the
curriculum—attempts to account for pre-existing differences between those who participate
in these courses and those who do not.* And unfortunately, the impact of the learning com-
munity cannot be disentangled from that of the student success course in this study. As such,

it is still unknown whether success courses—by themselves—really make a difference.

Many campuses have attempted to address perceived deficiencies in curriculum as well

as improve student integration through the creation of “learning communities.” Learning
communities take an integrated approach to teaching and learning: small groups of
two-year college students participate in specially designed curricula that aim to better
incorporate academic and support services and forge bonds among the students and the
faculty. Although the specific features of learning community programs vary widely across
campuses, some commonalities include small group instruction, integration of curricula
across subject fields, establishment of student academic and social support networks, and
a focus on student educational outcomes.

Learning communities have become increasingly popular as a policy intervention over

the past few decades. Early research on learning communities in New York and Seattle
found positive effects on grades, retention, and socialization inside and outside of the
classroom.* Yet the estimates may well overstate the effectiveness of learning communities
since these studies controlled for, at most, a limited set of the pre-existing differences that
might account for the differences in attainment—such as family background or academic
preparation—Dbetween students who participated in the learning communities and stu-
dents who did not.

A different outcome was seen in a recent study by MDRC of a randomized learning com-
munity demonstration at Kingsborough Community College in Brooklyn, which produced
positive yet modest effects. Approximately 1,500 first-year students at the Kingsborough
campus were randomized into a treatment group that was eligible to be assigned to a learn-
ing community (of about 25 students, on average), and a control group, which received

the college’s standard courses and services. Treated students took integrated first-semester
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courses—including a student “success” course—and received extra tutoring plus vouchers
for textbooks. Results show that during the first semester of the program, treated students
attempted and completed roughly one-half of a course or more, and completed almost one
more developmental credit compared to the control students. However, these effects disap-
peared over the course of the students’ participation in the study. Three semesters after
entering the program, treated students had progressed more quickly through developmen-
tal (remedial) English requirements compared to control students.

The researchers also found mixed results on persistence. At the end of the first month of pro-
gram participation, treated students were no more likely than their control counterparts to
enroll the following semester.* However, three semesters after entering the program, treated
students were marginally more likely to enroll the following semester than control students.*
This study suggests that learning communities (combined with a student success course)

may generate a small, although possibly short-lived, improvement in student outcomes.

Finally, many states have made efforts to ease the transfer from a two-year to a four-year
college by establishing transfer agreements between institutions. For instance, the University
of California system has formed a contract with each California community college, called a
transfer course agreement, or TCA, which identifies the courses taken at the community col-
lege that will receive UC credit. In addition, seven of the nine UC campuses offer guaranteed
admission to California community college students who meet requirements spelled out by
the TCA. Some California community colleges also have additional agreements with specific
UC campuses regarding the use of transferable credits to fulfill UC general education and
major requirements.*’” Students may access the website ASSIST to learn how credits earned

at a specific public California postsecondary institution will transfer.*

In Florida, community colleges have been allowed to grant bachelor’s degrees to their
students, with the hope of encouraging students to proceed beyond earning a two-year
degree.* In addition, other states, such as North Carolina, Virginia, Texas, New York, and
Nevada also have state-level transfer agreements between two- and four-year colleges.
While there is limited research on particular state programs, some research has found that
state-level transfer programs more generally have had little impact on transfer rates and

pursuant achievement.®

Possible policy directions

While many researchers and policymakers argue that the institutional environment is an
important determinant of student success in college—particularly at two-year colleges—
the quality of evidence is extremely weak, rendering it premature to make confident rec-
ommendations. That said, a few institutional characteristics or policy directions do stand
out. First, the relatively small demonstration conducted by MDRC suggested that learning

communities could make a small difference. Larger, well-designed demonstrations using

17 Center for American Progress | The Other College



arandomized experiment design and larger samples of students and two-year colleges
would provide invaluable insight into the potential this policy has to improve retention

and completion among two-year college students.'

Researchers at MDRC and Teachers College at Columbia University are currently con-
ducting a larger evaluation of learning communities. Results, available starting in 2009,
will identify which program features best address the needs of underprepared students,
estimate the impact on achievement and persistence, and compare the cost effectiveness of

learning communities to the cost effectiveness of other related interventions.**

As for remedial education, the existing evidence is thin and inconclusive. Therefore more
experimentation is warranted to decide whether students do benefit from remediation or
if the benefits can be explained by pre-existing differences between remedial and non-

remedial students or differences in the quality across remedial education programs.
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Conclusion

Two-year colleges are an important component of the postsecondary education system in
America. However, students who first begin their postsecondary education at a two-year
college fare much worse than students who first attend a four-year college. Among first-time
students who start at a four-year college, traditional estimates of persistence suggest that
three-quarters persist to the second year, whereas roughly half of first-time students who
start at a two-year college drop out. Furthermore, within six years, students who begin at
four-year colleges are twice as likely as those who begin at a two-year college to earn a degree.
Those students who have not yet completed a degree are much more likely to still be enrolled

in college if they started at a four-year college than if they started at a two-year college.

Two- and four-year college students are different in many ways. Two-year college students
are more than twice as likely as to be enrolled part-time, and more than half of two-year col-
lege students are employed, compared to only 38 percent of four-year college students. Two-
year college students tend to be older than four-year college students, as well. Approximately
half of two-year college students are ages 18 to 24, compared to more than 60 percent of
four-year college students. Two-year college students are also more likely to be black, non-
Hispanic, or Hispanic and to be from families of lower socioeconomic status than four-year
college students. And students who first attend two-year colleges are less academically pre-
pared than students who first attend four-year colleges, whether measured by standardized

test scores, highest math course taken in high school, or participation in remedial education.

The main policy issues facing two-year college students stem from the financial and
psychic costs of attending a two-year college. The financial cost of attending a two-year
college is largely a function of access to and receipt of financial assistance. However, many
aspects of the current federal financial aid policy favor four-year college students over
two-year college students, due to two-year college students’ greater propensity to attend
college part time and year-round, and to enroll in remedial courses. A promising policy
direction in this realm is to run pilot programs that experiment with alternative forms of
financial assistance that provide different amounts of aid and allow for variation within the
aid eligibility formula in the estimated price of attendance based on the number of months
per year a student plans to be enrolled. In addition, the low take-up of federal financial aid
among two-year college students might be addressed through a marketing campaign and

increased counseling services, and simplifying the FAFSA.
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The institutional environment on two-year campuses can play a key role in reducing some
of the psychic costs of college attendance. For example, the most prominent policy issue to
be considered is the effectiveness of remedial education in increasing attainment. Relative
to financial aid research, the body of research on the impact of remedial education on two-
year college student retention and completion rates is thin. More research in this area is
warranted, ideally with the same level of enthusiasm for experimentation in the provision
of remedial education as is the case for financial aid. Similarly, the quality of evidence on
the effectiveness of other features of two-year colleges’ institutional environments, such

as support services, increasingly popular learning communities, and transfer programs, is
weak. Since the available research suggests that the most promising feature among these is
the learning community, we suggest that more experimentation and evaluation should be
conducted (in addition to MDRC'’s larger evaluation) in order to gain a better understand-
ing of how learning communities—or similar programs—can be improved to better meet

the needs of the two-year college student.

Two-year colleges have long been the stepchildren of the higher education family of insti-
tutions, despite the fact that they are the main contact with higher education for a large
proportion of young people. It’s time that higher education policymakers and researchers
alike recognize that the students who attend these institutions have different needs than
the traditional, four-year college student and that the institutions themselves may need to
operate using different strategies regarding curriculum, teaching and learning, and student
support services. An aggressive research agenda of evaluating the effectiveness of inter-
ventions specifically targeted at two-year colleges and their students would significantly
advance our ability to craft sensible policy to improve educational attainment among

students attending the “other college.
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