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Mounting Peril for Public Higher
Education During the Coronavirus
Pandemic

By VictoriaYuen June 11,2020

The coronavirus pandemic has led to the most difficult semester in generations on
college campuses across the United States. With that semester now wrapping up,
public colleges and universities are facing costs that already dwarf the $7.6 billion
in federal stimulus funds that are on their way to these institutions." Absent dra-
matic new action from Congress, many of the public colleges that support social

mobility will confront an existential threat.

In just one example of the brutal math that college leaders are facing, Rutgers
University—a public university system serving more than 71,000 students—has
spent $50 million to refund students for unused campus services such as dining,
housing, and parking as a direct result of the pandemic.” In addition, the univer-
sity system will lose $60 million resulting from canceled surgical procedures at
Rutgers medical centers.’ On top of that, the Rutgers system is losing another $73
million in state appropriations for the extended fiscal year that ends on September
30, 2020, after Gov. Phil Murphy (D-NJ) announced a state spending freeze.*
Rutgers will get some of its lost state appropriations back as Gov. Murphy has
decided to give $68.8 million from the Governor’s Emergency Education Relief
Fund portion of the CARES Act back to New Jersey’s higher education institu-
tions; how much they will receive is yet to be determined.® That adds up to at
least a $183 million hit to Rutgers’ budget just through the end of June. Under

the CARES Act, which Congress passed in March, the Rutgers system will only

receive $27 million to fill unanticipated institutional costs.

Rutgers is not alone. Public colleges across the country face the same dire financial
picture. The majority of states cannot run budget deficits,” which severely limits
their ability to protect higher education from funding cuts as tax revenues fall off a
cliff. That means that there is no entity besides the federal government thatisina
position to ensure that everyone in the country can access the education that they

need to thrive in the U.S. economy.
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Congress must address upcoming state budget shortfalls in order to provide public
colleges and universities with the funding needed to weather the pandemic. In
May, the U.S. House of Representatives passed the HEROES Act, which would
provide states $27 billion for public higher education and includes a maintenance
of effort (MOE) provision that discourages cuts to operational funding and need-
based financial aid.® This MOE component is important because it would ensure
that once state revenue has returned to a stable level, state funding per student
would be no lower than it was before the pandemic. While the HEROES Act is an
important start, it doesn’t provide nearly enough funding to mitigate future higher
education cuts. The Center for American Progress, along with many partner orga-
nizations, estimates that at least $46 billion is needed for higher education.” So

far, Senate leadership has downplayed the need for additional stimulus. Without
dramatic action, enormous budget revenue shortfalls and subsequent cuts to
higher education budgets will translate directly into widespread layofts, canceled
programs, lower quality, unaffordable tuition, and increases in student debt. These
issues will exacerbate existing inequalities such as degree completion challenges
for low-income students and higher debt burdens, particularly for Black borrowers.
Therefore, it is important that future legislation include reporting requirements on
enrollment, withdrawals, and financial aid awarded—all disaggregated by demo-

graphics including race, ethnicity, and Pell Grant receipt.'

Colleges that are too reliant on tuition in place of public funding will no longer
resemble public higher education as we know it. Public institutions never fully
recovered from heavy cuts to their budgets in the wake of the Great Recession.
As aresult, the U.S. higher education system is vulnerable to a potentially much
deeper economic crisis."! Without significant federal help, state disinvestment in

higher education could become the norm in the years to come.

College spending in response to COVID-19 outstrips
CARES Act funding

Public colleges and universities across the nation have had to spend enormous
sums of money to support their students through the pandemic; switch to online
education; and issue refunds to students for parking, housing, and dining services
for the period of time when they were not on campus in the spring. For many pub-
lic colleges, these costs alone are much higher than the federal funding they will

receive or have already received from the CARES Act.

Practically speaking, colleges’ CARES Act funding comes in two pots. At least
half of it must be given to students for emergency relief.'* The other half—referred
to here as institutional aid—is available for the institution to use at its discretion."
All the costs listed below fall under the institutional aid portion of the money.

Colleges can spend their institutional aid on costs for online instruction, on
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refunds for housing and dining, as a stopgap for revenue losses, or on any other

coronavirus-related needs. Institutional aid cannot be used for advertising and

marketing services, endowment losses, or facility maintenance on athletic and

religious buildings.

The problem, however, is that the institutional aid is falling far short of colleges’

needs. For example, the University of California (UC) system—which encom-

passes 10 campuses spread throughout the state—is projecting that it will need

to spend up to $310 million for “canceled housing and dining contracts, facil-

ity cleaning costs and transitioning to remote instruction.”"* The UC system’s

CARES Act allocation for institutional aid is just $130 million—just a little more

than 40 percent of what the system has spent this academic year alone." In total,

the UC system’s CARES Act allocation was $260 million, which is divided evenly

for each of the two pots of funds. Without additional federal aid, the system will

need to find some way to fill in the missing revenue as pandemic-related costs grow

in the coming months.

TABLE 1

Public institutions face significant losses exceeding what the CARES Act provides in relief

CARES Act allocation and estimates of current and near-term lost revenue for selected university systems

Maximum amount

Spring semester
costs (ex: housing/

Revenue losses

CARES Act allowed for dining refunds, and expected for Loss in state
Institutions allocation institutional relief  online instruction) summer 2020 appropriations*
R 16.5 percent cut
E”Stfeer: sze]:':i §54,160,640 $27,080,320 550 M meZ?imiﬁiers for the remainder
ySEEm, 4 of FY 2019-2020
University of California $248 M for 10 percent cut for
System 5260,289,151 2130144579 2310M medical centers FY 2020-2021
University System of FiegeREel
Georan vy $249,745,437 $124,872,726 $200M $150M percent cut for FY
b 2020-2021
University of Wisconsin g 528,574 $47,114,291 $78M $90 M** Unknown
System
Ohio public four-year AL
institl’J)tions 4 $199,282,449 $99,641,229 S171 M $119-139 M** remainder of FY
2019-2020

* Most states end the current fiscal year on June 30 and begin a new one on July 1. For example, FY 2019-2020 refers to the time between July 1,2019, to June 30, 2020.
**These figures were calculated by subtracting the colleges' spring costs from their total revenue estimates.
Sources: A full list of sources is available at https://cdn.americanprogress.org/content/uploads/2020/06/01121714/SourcesCOVID19InstitutionalStabilityTable.pdf.

Future revenue is imperiled by the pandemic

College leaders are facing large revenue losses this summer, and signs are emerg-

ing that the fall semester may be financially devastating as well. The California

State University (CSU) system—the largest public four-year system in the
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nation—will largely remain online for the fall semester, and CSU officials are
expecting a dip in enrollment.'® Any college that remains online in the fall faces
the likelihood of more revenue losses in areas such as housing and dining as well as

continued spending on and increased costs of virtual instruction.

As for the summer, many institutions have already canceled on-campus classes
and events.”” While it might not seem like an important time of year for higher
education, many colleges depend on summer classes—and, to varying degrees,
other events such as weddings and camps—for revenue. For example, Georgia’s
26 public colleges and universities estimate that they will lose $150 million in
foregone summer revenue on top of the $200 million they have already lost in
canceled events.'® Altogether, that means that Georgia’s public institutions are fac-
ing a $350 million revenue loss by the end of summer, which is nearly three times
the $125 million they’ve received through the CARES Act to address institutional
costs."” University system officials are planning potential solutions to compensate
for the revenue loss, including a proposal to eliminate more than 2,000 jobs from

the system.*

The 13 campuses in the University of Wisconsin system are facing $90 million

in lost revenue this summer for canceled summer camps, catering services, and
athletics, in addition to the estimated $78 million the system has already spent on
refunds.?! This summer revenue loss alone is double the $45 million in CARES

Act funding meant for institutional aid.*

Not only do colleges lose money when their physical campuses are closed, but
fewer students may want to attend college at all in the fall or even next spring,
whether because they prefer traditional in-person classes or because their families
are in financial distress. A recent report from the National College Attainment
Network shows that 350,000 fewer students have refiled their Free Application for
Federal Student Aid (FAFSA)—the federal financial aid application form—than
at the same time last year. Applications from students from families making less
than $25,000 are down 8 percent.*

Absent federal intervention, large state cuts are coming

As dramatic as colleges’ losses already are, a much bigger threat is in the off-

ing: the potential for multiple years of severe state budget cuts. Forty-six states
and Washington, D.C., have constitutional or statutory requirements to balance
their budgets.** States are already reporting record deficits in revenue during the
pandemic as lost wages, low sales, and people staying home translate into less tax
revenue.” The Center on Budget and Policy Priorities estimates that states will

face a $765 billion shortfall over the next three years.?®
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In some states, painful cuts have already begun. For example, public institu-

tions in Ohio have seen their state funding slashed by 3.8 percent, or $76 mil-
lion, for the remainder of the fiscal year that ends on June 30, 2020.>” Ohio State
University—the largest institution in the state—faces a $14.9 million loss in state
appropriations, which is equal to a little more than two-thirds of the $21.4 million

it received in institutional relief.?®

Public colleges and universities in Colorado will see a 5 percent decrease—or
$43 million—in their state appropriations for the next fiscal year despite the state
legislature cutting funding for higher education by $493 million—a 58 percent
decrease from current funding levels. Gov. Jared Polis (D) alleviated the steep cut
by doling out $450 million to higher education from the portion of the CARES
Act that is designated for states.”” Although the CARES Act funding might soften
the financial blow to institutions for the upcoming fiscal year, it is a one-time
financial infusion—and there is doubt about whether state appropriations will
return to previous levels in the years ahead. Ten years after the Great Recession,
for example, Colorado’s investment in higher education has still not returned to
pre-2008 levels.*

While there is reason to fear that this recession will be even worse than the Public hlg her
Great Recession, the experience of public colleges and universities in the wake education will be
of that economic crisis is instructive. Cuts were so deep that state funding lev- o
els per full-time enrolled student reached record lows, with students and their public in name on ly
families making up the difference.* For example, from 2004 to 2014—a time

period encompassing the Great Recession—state appropriations per student at

public four-year institutions dropped by 19 percent, while net tuition per stu-

dent increased by 42 percent.* In some states, losses were much worse: Students

at Louisiana four-year public colleges saw their tuition double over 10 years.*

Ultimately, rising tuition fed the student debt crisis, as a greater share of students

took on student loans and borrowed larger sums. Between 2008 and 2012, stu-

dents who attended two-year colleges and four-year institutions saw their median

debt jump by 30 percent and 25 percent, respectively.**

Along with raising tuition to make up for funding cuts, colleges and universi-

ties trimmed educational services and basic operations that ultimately affected
educational quality. For example, administrators in Louisiana delayed mainte-
nance on old buildings®*; Washington State University eliminated entire academic
programs®®; and the University of Wisconsin-Madison implemented hiring freezes
and widespread layofts.’” Many public institutions, such as the University of
Minnesota, are already preparing for the upcoming shortfall by instituting hiring
freezes and salary reductions.*® And the president of the University of Akron—a
public university in Ohio—has announced plans to consolidate the university’s 11

academic programs into five.*’
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States are not blameless for the decade of cuts to public higher education, since
many chose to cut taxes or failed to reinvest when the economy improved. But
given the depth of the current crisis, states will have no choice but to cut deeply
across their budgets unless Congress steps in with additional funding. Struggling
colleges and universities will continue to cut back on faculty, services, and aca-
demic offerings, and students will struggle with higher tuition and student debt.
Public higher education will be public in name only.

Conclusion

In the wake of the Great Recession, only seven states have restored their higher
education funding to pre-recession levels.** That fiscal reality means that public
higher education is in a precarious position. Further cuts to this already under-

funded system will be devastating.

Therefore, Congress must act now to protect higher education by distributing
the necessary additional funds for public colleges and universities. This includes
investing at least $46 billion in states for higher education, including funding a
strong MOE provision to ensure that state funding per student remains at levels
comparable to before the pandemic, as well as requiring institutional reporting
on factors such as enrollment and withdrawals by income and race to not deepen

existing societal disparities.

The House-passed HEROES Act would be a good first step, but additional funding
will be needed. More importantly, the Senate must recognize its responsibility for
ensuring that affordable public higher education survives the pandemic. Public
institutions prepare millions of students to enter the workforce as nurses, teach-
ers, and so much more; without this vital benefit, the United States will lack the

essential labor force needed to battle future challenges.

Victoria Yuen is a policy analyst for Postsecondary Education at the Center for American

Progress.
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