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. Preface”” :
*

,

. The .following report is certain to evoke controversy.’ Some will n
' the findings. Others will quarrel with the methodology. Sti}l othe
argue that higher education should not!concern itself witthhe'equityio

monetary benefits flow. We believe .the value to policymakers of this analysis -

- farwoutweighs suqh disagreements . - ]

o .
‘/idi . The fact that families w1th annual incomes~from $5,000 - $15, 000 SubS1d1Ze " \
,// g . 1
o~ higher edugat on or those ahp‘f and those below may be perceived as irrelevant \

.or4un1mportqnt Ne do not agree. iHe believe that the net benefits flow should ,’ -
‘be at- 1eastAas 1a9be for 1ow 1ncome groups as for high Jncome groups In light "
of the ta%—structure, thi's definition of equity suggests that direct’institutionai
subsidies he reduced and need‘based student aid increased. Nhile we be11eve there
’i should be continued 1nst1§ut14&a1 sub%idies to prov1de support for public higher
education, reduction of ‘the sub51dy 1eveJ is negessary over time if current _ )
. inequit are to. be addressed This movemeht is. 1nd1cated by analyZing 2
part%;ipation rates. in the coi]egiate sector, which c1ear4y show 1ower income
- students are underrebresented in the aggregate in spite of the fact that they

‘ béar a disproportionately heavy effective tax burden

LI RN

The inequities are compounded by the fact that lower income students are -

enro]]ed disproportionateiy in institutions which receive less per. student R ’ J
support from the state Therefore, these lower 1noome students receive 195;// =
net benefits from-the state even when~they do participate in the system. This
differentnal’has been’ Justified ‘by the need to spend different sums to support

. 1nstitutions with djffereht missions. However, ‘we' woulduargue that for basic

“instructional serVipes such‘differentiation in‘state institutional Subsidy is
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fneduitab]e A mbre éppropriate strategy would be to charge adJitiona] tuition
for 1n§%¥é%t1ons w&1ch have rea1 or perce1ved qua11ty advantages and to prov1de

~aid. for those who~ are academlca11y QUaT1f1ed but ﬁack the f1nanc1a1 means to

attend these 1nst1tut]ons.

.
[3

Those who wi]]‘disagree’withxthe ana1ytica1 techniques used in this report
* have a 1eg1t1mate concern in that the ana1ys1s 1s not longitudinal. However,
no one, has been able to prov1de a good assessment of the longitudinal personal
or soc1eta1 benef1ts of a co]]ege degree since 1ts worth will vany w1th factors_
such as the state‘of-the economy' While we would agree that 2 1ong1tud1na1
. assessment would be helpful; we believe that a one-year assessment prov1des an

appropriate framework for debate of the equity 1SSUe

*Ne have made - every effort'to e11m1nate technrcaf errors that ex1sted in

previous net benefit analyses We have related tax rates to the proportion
B T . )41,&;4

) of the state s budget going to support higher educat1on We have included

Al

Federal student aid prqgrams, to the degree possible given available data, to

better understand the state system. We have also attempted to portray the

impact a change in the New Jersey tax collection system would have on cost/
4 benefit re]ationships +n higher education. While acknowledging that the data

are not perfect, we believe the trends that emerge are correct. (

?ina]]y, we believe higher education must be concerned with the flow

of monetary net benefits. Tnstitutions in New Jersey have taken formal positions

R

‘ endprs1ng a state income tax on the ground that the current tax system not only
provides 1nadequate resources to the state and is inelastic, but also because
the system is regressive. We app]aud this initiative. Cencurrently, we

be1ieverthe academic community must examine the equity of monetary net benefits

resulting from the current;aTJocation pattern of state resources to higher

education. It is true that utilization of an equity standard may indicate the
Y, . A ‘
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need’fo adjust allocation patterns with the result that some institutions €111
. 4' . . ,

receive,sma11er direct’institutfonal subsidies. However difficult, it is
imperat1ve that the higher educat1on commun1ty examine this issue with the’

same analytical and obJect1ve ta1ents that are applied-to c1assroom d1scuss1ons.
If it is legitimate to ra1se/;9ﬂf/tns about the inequities wh1ch are present in

other social programs, 1t 1s*nat’:nte11ectua11y defepsible to erect barriers to
)
analyzing the equt/y {ssue as it applies to higher education

-

The fol]oning analysis is not the final answer. In the end va1ue
o~

Judgments musf be made about the relative impoptangé of equ1tytand about the

so)ﬁtwons that should be adopted to alleviatefobvious 1nequ1t1es Tﬁis report

.
providing a foundation for appropriate issue-oriented debate. /
. . ) ) '

/

: ' Andréw Lupton . ////' o
Y ‘ , -

should help by illuminating problems with the current financing system and byﬁ/‘A

{

i

Executive Director

—— e




INTRODUCT ION AND PURPOSE ‘ - ‘

,/’/”' The appropriation of pub]ﬁc funds in support-of any individuafzuindustﬁy

or social serV1ce produces a red1str1but1on of real 1ncome The nature of the
income red1stribut1on effects resulting from state support of higher educat1on -
const1tutes the main subject of this paper. Pub11c non1es experided by New Jersey ‘
tbrough\the Department of Higher Education are analyzed by comparing’the benefits
receiv:z“and costs incprree by various incbme/groups. A deternination is then
made of the extent to which thetfurrent financing s}stem ‘transfers income -from
on€ group to another. Components‘of the financing Ssystem are consi&ered
individually to ascertain their effect on fﬁe fial resu]ts ‘ .
Three poJ1cy questions of cons1derab}é/sign1f1cance rest on the f1nd1ngs of

) th1s type of ana]y;1s ] N '
- ¥ho benef1ts from, and who pays for, h1gher education? ’

(This guastion was specifically stated/in the charge given to th1s

Comm1ss;on from the Board of. H1gher ducat1

AR}

- Is the redistribution of 1ncome between gav n groups and families 1n .

accord with the goa]s set Forth in the New Jersey Master Plan?
- How can these‘stated public p011cy goals be better atfa1ned thréugh changes

1n ex\st1ng financing strateg1es?

-

The distribution of higher education costs and beﬁef1ts has been the 5

>
H subJect of several earlier studies. /Peter Machlus, Doug]as Windham, Burton )
T Ngbsbrod and W. Lee Hansen have pr941ded useful frameworks for such an ana]ysis
through- their work in New York, F1or1ua and Ca11f0rn1a respect1ve1y A]] monetary ’
benef1ts accruing from the system under review and the ‘costs associated with
. these subsidies are assigned to»segments of the population according ta income

level criteria. The amount of pub]it-subsidies_received by each income group

through its students and the taxes paid by‘tauﬁdies id each category in support ‘ :

of 'higher education are then estimated and combared. .
’ . - «

& T
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< - These studies cabnot be applied direct]y to ‘the New Jérsey System for,
several ‘reasons. They alTl dea]t with tuition free public syatems and did not
account for the 1mpact of. state and federa] student aid programs New Jersey
ddes not comp]eti%y 'subsidize any col]eq1ate_sectortand<consequently its :' .
‘ | student aid programs p]ay an 1mportant role in the financing strategy:;

//Zﬂ;y a]so.d1d not attempt to evq]uate the” impact of changes in the financing
schemé. As a policyArermménding body, the New Jersey Commission\on >
rF1'nanc1'ng Postigecondary Education needed thércapabi1ity to analyze
alternative financing strategies. ~TheceXisting an?1ytica1 framewbrk; therefore,
‘nad to be expanden to accurately represent the qurrent New Jen§éy §ystem and
allow for the needed fiex?bi]ity to g?ngider P]terationg in funding approaches.
(‘vr?ﬁ/order for this‘analysis to be pertinent'to New Jersey, three types

sidies to higher education are examined in the following pages.]

5 : - : ’ . J‘
1. State monies appropriated to all colleges and universities, excluding

of public s

;- the College of Medicine and Dentistry, aajusted to réf]ect'on1§
undergraduate enrollments in New Jersey; ’ '

‘ R - ©

2. New Jersey expenditures allocated to higher education students through

programs of 1"1’na‘nc.1'a1_‘~%‘2 and Yy ' \’ \
[]

/3. Federal student aid funds disbursed t6 New Jersey higher ‘education

students. »

) ]All public subsidy amounts are derived from appropriations for FY 1976.

v A " ! v—\.
2State financial aid recipients attending institutions outside of New Jersey
-are not considered. Data concefnimg that student population are at present
insufficient to analyze this information. Independent students receiving
financial -aid are also not included because information ghout their annua]
incomes was unava11a61e . .

. ,/ . L 4

. . |
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The analysis of.these three -types of subsidies focuses on taxpayer eéuitya- ‘
. a comparison betweenlthe monetary.benefits received and taxes paid by a given
income group. ‘The equitable treatment of taxpayers is at the core of att;mpts” .
to des1gn an efficient and fair means of financing post secondary educat1on\ o 'a.
G1ven the social s1gn1f1cance attached to higher education at present::members

*
1

of an income group might well expect to receive subsidies commensurate.w1th,the e
) . ( L] - » : - X

-

. proportion of taxes paid by that groupi S g s Lo e

Public support for higher education, houever, has been assigned\several
& ' ' M ‘ . .

%

prime objectives which impact on the equitable treatment of taxpayers Access

to h1gher education for a much 1arger seqment of the popu]ace\and equal educat1ona1

¢

opportun1ty amohg fts 61t1zens have st1mudated a broad range %t governmental
" support These obJect1ves have, 1ed tg a concerted effort to rkmove f1nanc1a1
. barriers\wh1eh have trad1t1ona11y kept certain groups in soc1ety from | 1c1patﬁng
1n the system 1. this study, taxpayer equity #s def1ned’as the distribution
‘of h1gher Educat1on costs on the basis of a9111ty to pay and comhensurate w1th
. -the d1str1but1on of hlgher educatf:n subs1d1es. Several of the mp]or s tudy:
- findings are summarized‘below e Lo It '

. ¥

- The net resu}t of state support tg h1gher education at .the present t1me

.

is To redistribute income to families' wfth 1ncomes be]ow $5, 000 and above ”,' o
$15,000 4t the expense of thost earn1ng between $5 000 and $15, 000 ’

- Current 1nequ1t1es, as descr1bed by the red1str1but1on of 1noom3. are RN

’ ’
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- e v “
- In.light of the ¥ax étruc}ure’, the" largest per family net state subsidy’
v : ’ ' 'y . ’ .
. is'receiged by those with, incomes in excess of $25;000. /
g ) | 2 cu -
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v,/? : WHO BENEFITS? .
g ’ ‘ ) .
+ Benefits are defined as any public monies distributed to either a New

Jersey institution of post-secondary educatdon or g w Jersey student enrolied
1 - 7 s

in post-secondary education.

These benefits are all considered to-be financial in nature and shortrun
. * ,

P -

in aguration. A1l fiqures reported as benefits received are déevived from funds

aopronriated by the ‘lew Jersey or the !Inited Stdtes Leaislature for FY 1976. A

more comolete determination of the tenefits received by un rqraduate students

could be obta1ned by nxoand1ng th2 tTme frame to four or five years at a minimum.
» &'w

-

However, rates of attr1 “jon and transfer vould be reou1red to imnlement such a
studv and the necessary data are :gt available at this time. .

The monetary benefits received from public support for hidher education are
assumed to be exhausted witnin one year. While it is obviuus'that~1ifetime

earnfng differentials and intergenerational transfers are *enef1ts of h1gher

»

—

educat1on with time frames far in eigess of any single year, measurement of 7
these long=run-benefits is extremely difficult and controversial, and probably
more'appropriately determined at'the national level. Furthermore, such a sthy

would have to be based on a discounted cash flow anaJysis'of the short-term benefits.

™ Subsidies are made available to students in higher educat1on via two |

. . =3

* delivery mechan1sms--d1rect support to 1nst1tut1ons and student f1nanc1a1 a1d

T

4
tions of higher education, lesg any tuition revenues not.retained by the school.
f ¢ .
The state colleges are the only schools wh?re the actwal appropriation 1s not

Institutional ajd consists’pf any funds f]owinL.from public coffers to institu-

»‘ adjusted for estimated tuition receiptd. New Jersey relies very heav11y on
institutional aid to support pogt-secondary eqﬁf::f:; with roughly 90% of tbe

® . . v

14
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Federal jinstitutional aid programs are not analyzed in this paper for Q'

higher education apq:opriation in FY 1976 taking the form of institutional subsidy.”y

two reasons. The number of agencies administering such‘proqrams is so nume*qgf
that our ability to collect the necessary data was severely handicapped. Second,:
the Federal government in recent years has been shifting a larger share of its

support for post-secondary education info student aidoprog;am§.’
. - ) . . -
State Programs -

Institutional Aid. Since institutional aid benefits accrue to the student
ind%rect]y through the institution, it is reasonable to assume that all students
within the recipient institution benefit equally from the subsidy. In reality,

it is clear that all students do not benefit equally from institutional aid.

- Undergraduates enrolled in high cost programs pay the same tliition as those in

-

Tower cost ones while consuming a larger share of the resources. It has yet to

be:estabﬁished, however, that th@mix by program cost difjers substantially

" across income groups. In fact, the unit costs of major programs of study has

never_been specified in New Jerséy.
For these reasons, bemefits from institutional aid are derived from the
sector 3ppr0pria;ion and applied to all students within those institytions.

Table 1~ computes average per student subsidies in accordance with the assumptions

and mqtthddo]ogy set forth above.% Al1 #Bpropriations are adjusted by the »

- .

- s
I v L e . .
. . . .
.
.
- B

percgntage of graduate students enrolled to reflect only:undergraduéte support.

o ) . o j
Ll |
3Source: State of Mew Jersey Budget Fiscal 1976-77, Department of Higher

Education data, February 3, 1976. .

4Fol“the purposes of this study, NJIT is included;%n the state college sectdr.
The majority of state student financial aid funds could not be'broken out for this
institution. Although the inclusion of NJIT with the state colleges does not

substantfally alter the results for the sector as a whole, any special characteristics 1
of RJIT which contrast with those of the other state colleges are conceaied. o

- 1b

-




A11 per student figureé‘yepresen}ufull-time equivalengies (FTE),S

As Table 1 illustrates, NeNOQersey's support 1evel for its institutions
varies substantially in the aqgregéte and oé a ter.student basis across institu-
tional fectors - The aHocatwnr of benefits among income groups w1th1n any given

sector is a funct1on of the approor1at10n and compos1t1on of the student body

as def1ned by the incomes of their fam11:es Table 2 1ists the percentage of

-

students ™ each sector from families earning various annual incomes.

y - -+ Table 1

-

“The Distribution of State Institutional Aid for
Undergraduates by Sector and Student

[ 4

) FY 76 " Undergraduate Subsidy
Sector : Appropriation* FTE** . Per Student
Community Colleges  § 31,598,000 57,653 $ 548
State Colleges ' 78,422,000 57,919 . 1,354
Rutgers ' 64,362,000 - - 28,316 2,265
Independénts - 4,955,000 37,826 131 .

TOTAL

S17?,334z000 . 181,814 \bj_\,/’ﬁ $ 286

*Source: State of New Jersey Budget Fiscal 1976 77, Department of Higher
Education data, February.3, 1976.

**Source: U.S. HEGIS Form #2300-2.3, "Opening fﬁ]] Enrollment", December, 1975.

5'l'he Unfted States “Office]of Education methodoloqy is employed to determine gl’E
figures. The sum of the full-time students and one-third.of the part-time
students yields a full- txme equzvaJent student figure.

¢




8
. ' Table 2 N
. Income Distributions”of Families with Students in New J*rsey ' :
L Colleges and Universities by Sector ' . C
- ‘:;ily . ' Community State -
Income . L Colleges Colleges Putgers Independents
$0-2,999 8.5% ‘ 4.4% - 3.5% 3.2%
$3,000-4,999 4.4 4.3 3.2 3.7
$5,000-7,499 ., 8.0 - 6.2 5.9 ° 4.7
$7,500-9,999 11.4 11.6 8.8 . 7.6
-~ $10,000-14,999 27.2 28.7 26.2 20.6
$15,000-24,999 30.6 33.8 37.4 32.6
$25,000 and Over 9.9 11.0 15.0 - - 271.6

Source: "An Analysis of the.Fam11y Incomes of Full-Time Collegiate Students. in
: New Jersey", Commission on Financing Post- Seeondary ucation, Princeton,
New Jersey, September 1975. -

The bgnefits accruing to each income group from state iq_tithtibnal aid-
can now be determined by combining the seetor appropriation wifith' the income
distribution of those families with students enrolled. For e{mane, if 8.5%

) .Y
of the community colleg® student body is comprised of studentd from families
\ . ‘ ‘ ) )
earning less than $3,000, this income Eroup receives the beneflit of 8.5% of ¢
. , { ¢
the state aid disbursed to community colleges. et i

R

The allocation of all state iinstitutional aid by the family 1ncome.distribu- 4

tion of stydents is shown in Table 3. The final column in th1§ table ‘
displays the income distribution of all New Jersey residents comp11;;~bwaHb
United States Census in 1970. These!figures are essential for the evaiuatioh

of the percentage of total institutional aid benefits listed for each 1ncome

group. Thex include both” families with and without chi]dren in college

and renreseﬁt the most up-to-date and re]iable income information available

for the New Jersey p0pu1ation ‘ .

;‘-i"}s c}ear from comparing the percentage of total benefits received by an
income "group to the - percentage of New Jersey families.within the group that the
‘four lowest in}tfe groups those earning 1ess~than $10.000. are recefving a smaller
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.share of the total state institutional benefits than thgir proportien of the

10

7/

a
A)

state's population. In contrast, the three highest income groups reap a

larger proportion of. the institutional subsidies as compared to their percentage
of the p0pu1ation. These resu1ts are consistent with and cen be explained

by consulting the educat1ona1 representation 1nd1ces constructed Jin "An Ana]ys1s
of the Family Incomes of Full-Time Co]]eg1ate Students in New Jersey" d
reproduced in the appendix, Table A.- In summary, these indices determined the
extent to which the lower income groups were underrepresented and h1gher income
groups overrepresented in the New Jersey h1gher,educat1on system. S1hce the
distribution of institutional subsidies is dependent on student participation
rates in the system, the differences between the percentages referred to above'
are expected "

Tab]e 3 a]sd displays 1nst1tut1ona1 benefits per student by dividing the

)
S

institutional subsidies which accrued to each income group by the fu11-t1me
equivalent students enrolled from that éroup. The average public subsidy

received by a student increases with the ‘annual fami1§ incomé until $15,000

and then falls off dramat1ca11y for incomes over $25,000. Again, the Commission's
eardier publication on the family income d1str1but1ons of ‘students c1ted above
prov1des evidence for this result. The indices of 1ncome group representation
d1sp1ayed in appendfx Table B show that students from fam111es with incomes
between $0-12,000 are concentrated most heavily in the community co]]ege sector,
the public sector with the 1owest state support level. M1dd1e income students,
defined as those from fam111es earning between $12,000~ 21 000, appear ir[greatest
relative magnitudes in the stete collegfs and Rutgers; the” two most‘dughly
subsidized sectors. Students in the over $25,000 income groun shcw the Towest
average per student institutional benefit (3855),,because of their hidh propensity

to attend the independent and least subsidized sector.
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In summary, benefits from institutiondl aidléréodistributedtthrouéh/fhe
: participation of students,}n a given”sector from families within sbecific income

3 -

brackets. As a: res91t groups that have traditionally ‘been underrepresenked

-

in higher educ on, mainly the 1ower income groups, receive atd1sproport1onate1y

small share of the state support allocated to 1nst1tut1qns‘1n/New Jersey

Student Aid. Stlident aid benefits consis any pub11c monies disbursed
- ///////J>1TF ' : ‘ 4
directly to New Jersey students 1N post-secondary education for the express
purpose of assisting them to meet the'financia1 cost of their education. These

programs transfer funds from a government agency to an:e1ﬁgibfe student. A\studentg e
is considered eligible through particfpation in higher edJcation and demonstr;tidn

\gf finapcial need and/or merit as defiﬂed by the indieidua1 program. The latter / ' j
eligibility requirements c]ear1y¢’et student aid apart from 1nst1tut1dha1 aid.

In add1t1on, since studentsa1ﬁ programs target the1r resources to specific groups

Y
of students, the W¥stribution bf these benef1ts is cppt1ngent uponh the rec1p1ents, S

vﬁ’ 4 . |
the award amounts g1ven ta them and the 1ncome level of their fam111es ) ' ';}y--~: -

Table 4 d1so]ays the d1str1but1on of state student aid benef1ts " These
state student aid benef1ts 1nc1ude monies disbursed through the State Scholarship

and Incentive Programs, C6unty College Graduate Scho1arsh1ps Tuition Assistance

Grants and thegEducat1oda1 Ooportunity Fund 6Appénd1x Table'c displays these'
state student aid programs 1ndfv1dua11y ) -

- The, nature and allocation guidelines of student financial aid become c]ear N
when the distribution of the1r'benef1ts is exam1ned. The benefits per student
decline gharply as family tnéome rises, which implies a relationship between receipt
of aid and ability to'na§" in additidn, the percentaqe of student aid benefits
rece1ved by the 1ower three income grougs is shown to be higher than the1r~propor- ' W

. tion of the New Jersey popu]at1on as descr1bed in the f1na1 two co]umns of Table o

,4[ Whereas ; 1arge portion of 1nst1tut10na1 a1d benefits accrued to those in

2 brackets, state student f1nanc1a1 aid tends to counteract the
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distributiona] effects of instifutional aid.
.+ Table 5 aggregates all state benefits disbursed through programs of

institutional and student aid. The impact of state student aid on the distribution

-

of all state aid benefits is 1imiteg/peeause state subsidies to institutionms out-
nuwber those to students by approximately 9 to 1. Since student financial aid
pgrograms concentrate the majority of their resources in the lower income categories,

this™is precisely where their effect is greatest. The bene®ts per student
- column of Table 5 shows that the receipt of student aid causes a substantial
ingreaie in state benefits received by Tower income students.
N - . . . " S

L
’ »

" Federal Programs

Informat{on regarding Federa] programs was, once again, not easi]y accessible.
Analysis was therefore limited to several major Fed!ral proarams a]though many
more dre known .to ex1st The 1nc1us1on of just these few serves a variety of
purposes. The'amount of money allocated by these Federal programs is substantial
/ aﬁd ma&rgrow/over the next several yeans. The impact of these programs i§,
therefore, recognized by state’ p011cymakers and considered in the Qesign of )/
state student aid programs. F1na]1y, the d1stribut1on of these Federal costs
and benefits provide New Jersey w1th some basis for compar1son

Table 6 aggregates student a1d benefits from three major federa] programs--Q_

the Bas1c Educational 0pportun1ty Grants, Supplemental Educationa] 0pportun1ty

Grants and College Work-Study Programs. (Appendix lab]e,D'%jsp1ays the

Federal student aid programs individually.) .

-
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\ ’
» - Table 6 .
iy - . ‘
The Distripution of Federal Student Aid Behefits to New Jersey
\ - ' — > L
« Family Income * ) ' Benefits %.of Total Benefits
$0-2,999 $ 5,575,000 ‘ 24: 2% SN
$3,000-4,999 ' 3,773,000 , 16.4
$5,000-7,499 4,436,000 19.3
. $7,500-9,999 3,656,000 15.9 : S
\210,000-]4,999 , - 3,777,000 16.4
15,000-24,999 ' 1,799,000 .. 7.8
$25,000 and Over - 0 .0.0
: . 1
~ TOTAL $23,916,000 190.0 - -
) . I . -

Source: Federal benefits total derived from DHE data listing BEOG, SEOG and
CWSP allocations 'to New Jersey institutions. Distribution by income group
based on national d1str1but1ons A complete 1list of sources is listed in
appendix Table D-

" -
4

0 &
1

In comparing the Ugaéfljkd1str1but1ons of Federal and state student1q1d it shou]d

P )
be noted that the Federal programs appear to target more . aid to the ]ower .

- -

income groups as indicated by the percen;age of total aid each receives. "The -
< | IS

State Scholarship Program accounts for a part of th1s d}ﬁcrepancy, since, 1t 1s the

on]y student aid program of those analyzed with a mer1t requ1rement-and not €

based solely on need. "’“A-f'
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N . - WHO PAYS? ¢ SRS '5\

v

Costs are defined in this/ﬁaper as any taxes paid in support of the state

-

. and Federal aid programs considesed in the previous section.

It is obvious to <all taxpaying citizens that these taxes are based on two

<

‘separate tay structures. State revenues allocated to institutional and student
aid are raised from ta&es imposed by New Jersey.  .Federal programs are supported
by revenues generated from United States taxes. (This dichotamy does .not hold

for Federal-state matching programs. Fo? such program§ the amount of benefits

.

disbursed has been reduced to reflect only the Federal contribution.)

Identifying the specific taxes from which educdtional revenues are generated
", is extreme]y'difficult. It is_clear, however, that a majority of state benefits

are supported by general taxes, excluding revenues from the state lottery which
% - ' R
© comprise a small percentage of the higher education budget. State resources
. R . y ‘
budgeted to higher education are assumed to have been raised from tdxes other
A ,

than corporate or business taxes. Those who ultimately pay busiress

and corporate taxes have never been satisfactorily designated; it 4s therefore

. difficult to.allocate these costs to income groups-. EOn the other hand, revenues
"raised throuéﬁ sa]esfkfuelz cigarette and mgfg;’vehic]e taxes qccountgd %or
‘ ] { over 70% of the rgéeipt§ from major taxes in fiscdl year 1975-76.5
Table.7 shows thé proportion of total'siategtaxes paﬁdvand'the effective
raté of taxation borne by each income group. The effective rate of taxation
is déﬁined as—tHe percentége of a family's annual income that will, on avefﬁée,'

. o 4
<

.find its way to the state treasury.
L) .

L3

A : ' "

. - » \ \

o
\ e

' 6Source: State of Neﬁ Jersey Budget Fiscal 1975-76. . "
’ r-
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New JerséjiIax Burden / _
—— yi—e

O

7 ,[ A ' ] . - N
l//Eﬁfective Rate 4/ZF/%,of Total Taxes Paid L

.$7,500-9,999 / {4
$10,000-14,999 \ .
5,000-24,99 4,
25,000 ang Over ) ' 2 SN ,
TOTAL : . o
— x
Y Source;. New Jersey Tax Pol cy Committee,,1972
sl ./ ’ ' .
The éffective rates fbr ew Jersey portray a regress1ve tax sys;em for
1ncom£s over $3,000. An e pec1a11y advantageOus position is he1d by those )
earning in excess. of $25 000 a year The proport1on of taxes,pa1d by an
7, — C
income group is related to the effecf1ve rate through the number of fam111es . .

and the1r median 1ncome ATthough New Jersey s tax struoture is c1ear1y \
¢ / ‘
regressive, the,percentage.of state taxes paid by each 1ncome qroup, taken ‘alone, =

does pot appear to substant1ate tha fact. - ( ; [ -

. The proport1on of taxes pai jsjextremely useful 1n d1str1but1ng(;hp costs ~

. of puBT1c programs among the vatiou 1ncome groups. For 1nstance, if ‘the lowest .

income- group is generat1ng 1.1% of the state tax revenues and these taxes are B

efits d1scussed ear11er, ‘this group is
n"/

f these programs The d1str1but1on of costs of

’ be1ng used Lo support’the state

. fhen bear1ng 1.1% of the costs
' 2

A »
any state expendptures suppo 1ng post-secondary educat1on to 1ncome groups is, \

therefore, assumed to eqfa)/ the percentage of taxes pa1d by a g1ven ‘graup ’
mu1t1p17ed by the amount pof state benef1ts bE1ng'cons1dered

As 1n the staté system, determ1n1ng the effect1ve rates and ev ntual use

.

of Fedepa] tax revenus s a compTex process It-is assumed hepéin that »

- - ,
Q  Federal subs1d1es tqgf tudent a1d programs have been raised fyo Fe//pa1 personaT

» s i
At ee L A a

Ta . o
x4 . . . $ <
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. " p
income tax receipts. The informatiom displayed in Jable 8 is related to

the Federal “income tax. ', ! p/ . .

-,
Table 8

_ Federal Tax Burden

* Family Income h Effective Rate % of TotaT*Taxes Paid
$0-2,999 | ’ . 3.6% %
$3,000-4,999 1. 1.2
$5,000-7,499 121 4.3
$7,500-9,999 12.4 539,
$10,000-14,999 14.6 r 18.3 t
$15,000-24,999 e 17.4 29.8

B R 40.2

SZS,OOQ and Over

»
Source: Stagistics of Income, 1972, Department of the Treas;Zy, }.
IRS, Publication 79, January 1975. .
New Jersey Tax Po]1cy Committee, 1972 o ‘ ~A

The pzbgressive nature of tRe Federal income tax is well known and
. . . e L - -
clearly vigible from ﬁhe effective tax rates Uﬁsted imr Tdble 8. In addition,

when the ercentage o tota] stat and Federf] taxes paid by each income group °

is compa d, the 1m7§c —(\;\t> .

B . ]
$ State P 9raJ§ / . " _ - ,
« f- ,'5 . o . ,
In tituéﬁoﬂal'Aid. Table 9 displays ‘the distribution of the costs associated
'j ~"’ [ .
with state J#ograms of institutional aiﬁ./ T iterate, the/distribution of the
v" ,

’ Jl » 3 '
costs: of any pubiic expenditures in suppprt ¢f ‘ost-secgndary education is a \

~

of.progress1v1ty is jrevealed.
+ ’ -

>~

function of the total bemefits disburse an the percentage of taxes paid. B
' v - .
The total benefits ave, therefore, listed apove the disaggregated cost, figures _ J

to clear]y il]ustrate methodo]ogy Th ’pe entage of totaT €osts must by def1n1- ?I

to inst1 qtions. A]thougﬁ this per fami]y ipcreases with 1ncome unt1T - J

\
I
t
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$25,000, it should be apparent that these costs décline as a percentage of

income, particularly for incomes in excess of $7,500. The regressivity of the
tax structure is obviously the reason and will ensure the same outcome for the
distribution of state student aid costs.

Student Aid. The costs of state student aid programs are allocated to

income groups in TabTe 10. The relative proportion of costs borne by each
family income group for student aid is 1dent1ca1 to those presented for institutional
a1d because the source of revenues to support both is the New Jersey tax system.

The absolute dollar costs of student aid are less than the costs assoc1ated with

institutional aid simply becegse,the_amount of state resources applied to each
is so differenta. o

“In Table 11 all costs associated with student aid and institutionatl
subsidy programs are aqgredeted and allocated via the tax structure to al]yincome
greups. The costs per ami]x 1isted in the final column of Table 1i can be
QPnsidereJ the avera émouna\of money paid annuai]y bybeverg family iQrNew

. .

Jersey to fimance the state programs considered in this paper.

- FederdPrograms _ A el L _ b
The costs of the three Federal a1?/programs‘ana1yzed in th1s paper are T ~4-n1,

d1strrbuted in Table 12. The effect of a progressive tax' system is seen clearly |
from twé'percentage of Eedera] taxes /borne by each group; its impact on tESc __;Q

allocation of costs is immediate.

s [ L
T _
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INCOME REDISTRIBUTION °

Net benefits are defined as the difference between the benefits received
and the taxes incurred by any income group or family . ’ \
Net benefits from public. support of higher educatiofi are determined hy
/

"’comparing the distribution of costs and benefits as a result of similar programs. .

Great care has been takenfin this? paper to specify both cost and benefits$

.
S——

|
distribution as complete’y and clearly as possible. The determination of met

benefits simply involves|a set’ of subtractions of the appropriate costs from theﬂ,f-,
I
: corresponding benefits. /‘For state expenditures, these computations can be both
income and sector spec1%1c, while for the Fedéral student aid programs ana1ys1s

! - 3

was limited to income grOUps : ﬂ _ . .,,*’ : ‘/;/,«

‘State Programs

he P

Institutional Aid. The distribution of net dnstititutional beng,lt§;5ﬂ"

.
e

Tab]e 13 illustrates the.nature and degree to which all on of New Jersey mon1es )

to institutions redistributes real income.' The total/net institutional aid .
Henefits shawn in Table ] ecreasg/steaafiyrwith fﬂﬁi]&sincome,up to the
.$7,500-10ﬁ00 oup.{ This ‘group also exhibits the jargest net outflow in

-

e do113¥sj>$12,106@000: Thereafter net benefits increase rapidly to

iGhest value of $13 800,000, @hich 1s ré¢eived by. fam111es:r1tﬁ 1Qcomes

between $15,000 and $25,000, In shor't, income is redistributed from those groups

!

between $5,900 and $15,000.to 11 other income groups in New Jersey.
The net imoact of stat subsidies to'institutions on the average family
w1th4n each group is shown in the last column of Table 13. These dollar
© amounts measure thetnet effect of 1nst1tut1ona1 aid programs .across a]] econom1c
.units, including families with and w1¢hout ch11dren 1n.co]1ege. Net beneth
perAfamey'portpa; a slightly different'pictufe than did the net tofal dollar
. benefIts Agaiﬁ the $7 500-10,000 group’ rece1ves the 1argést negat;ve net

.»JAfp
. P
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subsidy. Hovever, the largest positive net subsjdy per fami]y, $57.70, accrues
to individual families in the highest income catejbry.
The distribution of net benefits is.a comparison of the benefit and cost
* dollars computed‘e;r1ierm These dollar amounts referred to a common pool of

. funds in which the costs represent the source and the benefits represent the recipieht.
%

-

A discussion of net benefits can, therefore, focus on the fac;éré inf]uencidg
these cost. and Weneflit distributions without involving the absolute amounts. ..
This, simplification enhances the intarpretation and explanation of the to%a] net
insf%tu;iona] aid\Benefiﬁs displayed in Table 13. o -
?ﬁé primary factor éffecting the distribution of institutional aid benefits
is the rate at;ﬁhich students ?(pm different income:gréups part{cipate in each
sectar of highg;,educati n. The state tax structure, a® described by the
" percentage of fptai tax borne b{ each incbme group, determined the distribution
- of institutionah aid coéts, Thése two distributions are compa;ed in Table 14;
' they were initially displayed in this repon;,in Table 2 and Tab]e’8. The '(~1

difference between tDe pefcentage of benefitls received and the percentageof

taxes paid js defined as marginal net benefigs. : -

” . P 4

* “Table 14

Marginal Net Benefits From Institutienal Aid by Sector

-

4 -~

Family Income Community Colleges . State Colleges Rutgers Independents
, , .

$0-2,999 TR Y e N S 2.4% 2.1%
$3,000-4,999 v1.4 v 1A .2 .7
$5,000-7,499 S 5 5.0 0% 5. -6.6
$7,500-9,999 - 5.8 -5.6 . -8.4 -9.6
$10,000-14,999 49 -3.4 5.9 X -11.8
15,000-24,999 3.@ 7.0 10/ - 5.8°

> )5 2.6 6.6 19.2

$25,000-and Over .~

The numbers listed in Table 14 are designated as marginal because they

specify the pet impact of one momstary unit (i.e. dollar) of public subsidy to

Fd
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any given sector. For example, ohe public dollar appropriated to thefcommunitx
college sector will y1e1d net benefits of 7.4¢.to the lowest income group, O
1.4¢ to the next highest group, -3.3¢ to the $5,000-7,500 income group and so -
\ ‘ .

- i

on down that column. » - K

It is important to note that this sort of ana]ysis assumes stable participation

rates. Add1t1ona1 subsidy dollars allocated to 1nst1tut1ons could cause a shift
in enro]]ment patterns due to either 1mproved quality or 1ower tuvt1on This

jssue can only be addressed by incorporating tuition elasticities which at this
, o - |
time are not known for New Jersey. 7 Furthermore this analysis is negated only_

if 1ncreased subs1d1es.cause a shift in the percentage distribution of students
from various family income levels. There iS no ev1dence at this point that any ‘ )

modest increase in public subsidies would affect changes of such magn1tude that

we need to be concetned. g

Tables 13 and 14 vivid]y portray the fate of families earning between
$5,000 and $15, 000 It is clear that their participation rate in\any-sector never
exceeds the perceﬁ?age of taxes they are paying. Consequently the net benefits

they receive are negative in every case. Families with 1ncomes between $5,000 and

$15,000 supply 60.6% of tax'revenues applied to higher educat1on. However, their

percentage of séctoral-enrollments range from a high of 46.6% in the community

collegss to a low of 32,9% in the independent sector. Furthermore, these

, —¥
families comprise-slightly over one-half (51.8%) of the New Jergey population. , j}
- P

4 ! —
Therefbre, given the.current tax system, the marginal and total net benefijﬁ\

recejved‘hy the $5,000-15:600 income group can only be increased substantially

s . . S -
% through a dramatic rise in”their rate of 'college attendance re1atf§e to that

of students from families with incomes above $15,000 and below $§,000.

s |
,/f’// P .

EKC .. tuition. —- ) | 36 X | B

| \ -
7Tu1tion elasticity refers to the change fn demand for higher education,.i.é:
etudent enrol Iments, which result from a change in the price of higher education,




.‘rogressive dis

2
7/ © , 5,8

Tab]e 14 contains severa] 111um1nat1ng figures whlch are d1scus briefly

below. // Va Co - (

1. The two }Zwest jncome groups are aided most thHough subsidies_to the

L 4

s

commun/ty co]]eges because rough]y 44.0% of the1r students are enro]]éd"* T
in that sector.
2. Families. with incomes between $5,000 and $15,000 fare worst from public
‘ subsidies to\independent institutions because‘the differbntial between
"the taxes they pay and.the percentage of benefits they receive %s
* * greatest in this seeter— - * '
3. The majority of net benefits received by the $15,000-25,000 income !
group accrue ffon subsidtes to tne state colleges and Rutgers as a 7 N
. consequence” of their extremely high percentage of enrolliments there,
33.8% and 37.8% reﬂgect1ve1y : ) fé;f' ’gfrr
t'

,Student Aid. The procedure for ca1cu1at1ng the net benefits from stu

aid programs is identical to that yuséd for institutional aid:” Once again, the

assoc1ated cost and benefit d1str1but1ons have been completely Spec1f1ed and
requ1re only s1mp1e subtract1ons to determ1ne ne ’benef1t amounts. The d1str1butﬁon
of net state student aid benef1ts shown in Table 15 jis, therefore, the difference

. a . . . . I
% ) . W

// . a3 -~
re depérdent’ on two*égjo? factors: - 1) the New

between data compiled in Tab]es 4 and 1

Net institutiona] aid benéf{is

Jé/sey tax structure and 2) therelatiy part1c1oat1on rates of students Tne former
A

remains as a factor in student aidsZand the latter ts/péa}éced by the gu1de11nes

and o1locatio; procedures of ate f1nanc1a1 a1d prograﬁs Therefore, wh11e net
benefits from institutiop aid résulted in an irregular pattern by déclining
unti1 the“$TUTUOU't y 1ncome level and r1s1n§ thereafter, the relatively
1but1on of student aid dictates a somewhat different outcome

Net student aid benefits in general are inversely related to family 1ndbme,

particularly.on_a per family;basis. Although families earning between $5,000 and
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2

$7,500 constitute the only group moving from receipt of negative to positiye
L . L

net benefits, upon closer observation it is apparent that all four lower “intome
groups gain relatively higher net benefits from student aid than from institu-
tional aid. This point becomes clear if the net'benefitS.rECEived by each group
and family listed in Table 15 are adjusted for the relative proportions of state
expenditures appropriated to institutionol and' student aid, a 9 to 1 ratio at

& . : 1) \;s\\
present. Families with incomes above $15,000 receive negative net subsidies

from State student aid due to the small proportion of benefits they obtain'from.

-

such programs. L x
d ‘ * ‘
#¥ederal Programs ' “ 3

f:‘

The corre]at1on betreen income and net benefits is stronger for Federal

than state student” aid prognams as shown in Tab]e 16.

4 ’ ‘ Table 16 -
/

“The Distribution of Net®Federal Student bid Benefits

- _ e ¢ S 4'.’\'
gé%{lx Incgme R fd%“t ﬁ:t Bene?1ts - S

.. (-s.“!. ) y )
' . $0-2,999 $ 5, 52 ,000
" $3,000-4,999 : 3,497,000 "
, $5,000-7,499 3,446,000
$7,500-9,999 d 2,298,000 N
$10,000-14,999, . -435,000
$15,000-24,999 ) -5,060,000

$25,000 and Over -9,252,000

x

The $7,506-10&660 income group reaps positive net benefits from Federal aid,

as ppposed tg the negatire net benefits thoy receive in'the state student éid
distribution. Once again, the differential rates of taxat%on betweennfederal

and state sysfhﬁs can'expiain this discrepancy Although the $7,500-10,000

1ncome group contributes 17.2% of the state tax revenues, this group bears

only 5.9% of the corresponding Fedepdl costs. This implies in marginal net heﬁefit
terms that for the net-benefitsjfgz::ved by the $7,500-10,000 families to be 'fi

ERIC - = 39 | | |
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'! . SUMMARY AND CONCLUSIONS

e : ,
(‘ | The Lrimqry focus\of this study is to analyze the equitability of current
sJate p¢ grams supppg;inﬁ/pigher efucation. Taxpayer equity was d&fined at the
ttset a$ the distr1but:on of highfer education costs on the basis of ab111ty to
p y and commensurate with the disgribution of h1gher educat1on subs1d1es
i ~.Table 17 sumpar1zes the net ffect on each income group of all state programs
ansidepe;—;n this study. Table [18 describes ipese stafe programs in terms of
jheir net impact on families with students in each collegiate sector. The
esuits displayed in Table 17 inflicate that income is being redistributed from
hose families with incomes betwpen $5,000 and $15,000 to families earnﬁng above
15,000 andfb'e10w' ;5,000: In addition the largest net subsgdy per ec‘mic unit,
ilies earning above $25,000 while the smallest

o>t

4.92, is received by those f
‘net subsidy, $37.89 er family, jaccrues to families with incomes be;ween
$7,500 an& $10,000. It is glear;that the receipt of net state aid benefits

" is not contingent-on a grpgafs-abi]ity to pay and is therefore inéquitapﬁe; .

The regressive nature of the New Jersey revenes-ra1s1ng process which
demands a re]at1ve1y high effective tax rate from gﬁoie with low incomes and o~
receives the majority of 1t§ funds from families between SS,OOOaand $15',000; has
been~documented in Table 7. The distribution of ;fafe subsidies doés not provide [ ° .
those with incomes between $5, 000 and $15,000 monetary benefits equal to the amoufts

E4
d1sbursed to the 1ow and higher 1ncome families are financed by mon1es ctllected

extracted in taxes to support higher educat1on In part then, the bene§;fs <V"'
.
from those in the middle. For those fam111es earning between $4,000 and

. $15,000, the disproportionately high costs they are asked to bear, combined
with the smaller share of monetary benefits aceruing to them, constitute

an obstacle to their partEEipation in the system relative to other income groups

32
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in the popufation. -

+

. A major cause of these.inequ}tiés is the large percentage of state aid
aporopriatéd to institution§: The distribution of net state student aid benefits
is more in line kith the concept of equity defined in this report. .Hoﬁever,
the impact of these student financial aid Drogréms cannot overcome the combined
effects of a regressive tax st?ﬁcture and the current distribution of institutional

subsidies to produce.a system which is equitable in the aggregate.

. Table 18

Net State Aid Benefits Per Family With Student, By Sector

'y

Family Community State

Income Colleges Colleges Rutgers Independents
. $0=2,999 $856 $1846 ' $2958 $1118
$3,000-4,999 992 1757 2980 819
$5,000-7,499 638 1589 . 2662 729
.$7,500-9,999 487 - 1373 2390 : 395
$10,000-14,999 455 1305 2268 ‘ 207
$15,000-24,999 428 1261 2204 N

$25,000 and Over 422 . 1229 2141 7

[

The distribution of net state aid benefits and the factors influencing it

;uégest several policy changes which might be considered at the state level

to produce a more equitable financing system.

" 1. Increase state student aid to students from families earning between

$5,000 and $15,000. Student aid funding would have to be increased and

'-. * much of the additional monies disbursed to students inkthbse income

grouﬁs. Thi;‘strategy would constitute a concerted effort to counteract
the inequitable effects of institutional aid.

2. Change the patterns of distributing state institutional aid. The
disproportionately h{gh share of monetary benefits received by income
groups over $15,000 is caused in part by iheir ovgrrepresentation in

Rutgers and the state colleges, and by the Ee]ative]y large stdte |

43
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\

< :
subsidies grante{ these two sectors. A more uniform distribution of

P

institutional aid in the public sector would increase aid to the -

~

community colleges and conseguently the benefits to Tow and Tow middle”
. jncome'g(oups. *The principle of like support to public institutions R

for like students attempts to opé}atidnalizé this change.
3.' Alter the state tax structure to generate state funds in a more

progressive manner. The importance of the staie tax structire to the

distribution of aggregate net bénefits has heen highlighted. It is

clear that the regressive nature of the state tax structure is the

major factor'promoting inequity in the financing of post-gecondafy - i

education. This particular finding ts supported by the analysis of

specific programs as we&] as'the examination of- the combined effects

of all programs. . . '
Several conclusions nécegsafi]y emerge at this poinf.: E{rst, in;evaluatinb
a plan fo} financing. higher education, equity shop]d beﬁa céncgrn. Second, the
present system is ineguitable and a change in the distribution.of costs of'
supporting post-secondary education is protably the most efficient way of
promoting equity. Third, a gradual reduction of institutional subsidy will

have a positive effect on the eguitable distribution of net beqefits?‘




SU MENT

. The distribution of net benefitsidepends on a combination of factors

influencing the allocation of both costs and benefits, including: -~ ; :
. " . The rates at which students from different income groups participate
- in each sector of-highér educaéion. ’
- The'levels of state subsidies to institutions. /

- Fhe level and allocation of state student financial aid.

- The structure of the state tax system used to generate funds allocated

to higher education.

Shifts in state policies that would affect dny one 6r more of these factors

would alter the d%stribution of net benefits. Evaluations of any distributional
’ changes may be performed within the framework deve]oped here. Two popular ‘

. . |

a]ternat1ves will be .explored be]ow aﬂthough the number of possibilities is

endless. ' .

x

|
|
|
> . |
{
|

The Impact of a Federal-Tvpe Income Tax .

Over the last several years, New Ugrsey has been embroiled in a lengthy .
debate on tax reform. Numerous proposa1§ have’been set forih ard discussed, and
all have been rejected. The ihpact of the tax structure on the overall distribution
of net benefits has been demonstrated and discussed throughout this paper. The
‘alternatives for tax reform are 1imit1esst The effect of anygﬁhange adopted,
hywever, will ﬁost likely be to increase the progressivity of the current stqte
/fax system. . - l
The staff chose to investigate the impact on higher educétion financg\of
a New Jersey income tax modeled after the present Federal sysfem.' This could be’” )

administered as a surcharge or otherwise but the effect on the distribution of

costs would be the same. In other words, the benefits side of the higher . . 1
|

educatyé; iedger will remain constant, while the percentage gf taxes borne by



programs.
Table 19 lists the net state aid beriefits combinfng the current distribu-

tion of state benefit with a Federal ‘tax system.. These figures, are useful -

'for comparison with hose in Table 17 in the summary section for state student

and institutional ai programs It is shOwn through these two tables that all

*income proups and families below $15,000 gain through the implementation of a

'Federa1-type incomg tax. Since the percentage of taxes borne by these groups

is reduced under an 1ncome tax, this resu]t is to be expected Families earning

between $7,50 and $1O 000 show the largest gain in net benefit terms. Their relative

position shiffs from that. of having. the largest net outflow of benefits to

a net inflow o¢f over $9.§ million. The middle three income groups display

" positive net penefits as opposed to their ear1ier‘negative status. Their

strong participation rates throughout the post-secondary system in conjunction

with their reduced tax burden’guarantee them a positive net subsidy. Finally,

',it should be noted that the‘positioh of the two lowest ineome groups remains ’

relatively unchanged. This static pos1t1on may result from the fact that even a

regress1ve'tax system will not generate a large amount of public resources

because any percentage of a 1ow number yields a low amount. In short, the

role of subsidizing postJSecohdary education—wou]d shift from those with incomes

between $5,000 and $15,000, to families with annua] incomes in excess of o
$25,000 under th1s type of revenue-raising approach
Using.a Federal income tax system to d1str1bute costs, Table 20 °
d15p1ays the net state aid benefits for all fam111es with students in higher = 7 -\

educat1on. Table 20, in comparison with- Table 18, shows that ,all families
earning less than $15,000 with\éhildren in college recefve higher net benefits:

under a Federalstype income tax.I s . .

£
L , , fr -~ .
' .
'
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Table 20 o T

) Net State Aid Benefits Per Family With Student Us1ng A Federa]-Typee
‘ Income Tax, By Sector

Family ° Community, State ;
Income” ' Colleges Colleges Rutgers ¢ <Independents
$0-2,999 $ 861 $1851 " $2963 $1123
$3,000-4,999 - 1008 - 1N74 ‘ 2997 835,
$5,000-7,499 ' 741 1635 2708 ; 775
$7,500-9,999 552 1439 - 2456 461
$10,000-14,999 493 - 1343 2306 245
$15,000-24,999 . 412 1245 R 2188 55

$25,000 and Over  -60 747 1658 -476

—_—

A Tu1t1on Free Pubslic System

A]though the poss1b111ty of.a tuition free pub11c system in New Jersey is
“A
remote at best, many educators -and po]1t1c1ans nevertheless favor the idea. This
- j v
section briefly examines the immediate change in the distributiop of net benefits

|
which would result from state supported zero\tuitiqn at the community colleges,
- i’/ - v ' .
state colleges and Rutgers. ° . . ‘¥
A\

The effects of state student aid programs'aré‘excldded here because it-is

4

.'jpossible to forecast their composition under such a system. For comparative
p

strategy

rppses 1nst1tut1ona1 a1d to the 1ndependent sector was held constant at present:

‘ 14 e]s Therefore, all the data laid out in the fo]]ow1ng pages are comparable

.

that re]ated to institutional aid under the current ;?y Jersey f1nanc1ng

W1th1n the assumptions specified above and th 2? yt1¢altfram9work
t“t:/

b {#sily détemined The
additional subsidies per student cited’below résﬁﬁfdl974 avgrage tu1t10n and

o /' »"'k%ﬁ‘

fee charges eer'fu11-time equivalent student. They are,conf.

q

developed thus far, the effect of zerp tuition

e'd necessarx/to

(5. A
. N L ’ / /
support a tu1tdon free. system . y . /
' ‘ } ERE ' co
Community Colleges 3418 g a o A
. State Colleges : - 667~ o oL -
Rutgers o L7118 . e ~
. o . T B )
_Source: HEGIS Form 2300-4, 1974 | bos ~ e,
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By apply?ng these per student subsidies to eurrent sector enro]]ments,/
the additional amount of state institutional benefits is established. Once
these totaT benefits are spec1f1 » the ana[ysis 1§ }eduCed to‘distribufing
these benef1ts and costs among 1n me groaps and combarfng the resu]ts
Fortunate]y, th1s process can be c1rcumvented due to the marginal net benef1ts
defined and computed edrlier. The marginal net beneﬁit matrix in Table 14 i p
_ allows the measurement of net impact of one (or more) additional subsidy amounts
_to any or elkgyecfors._ Table 21 displeys»the net benefits of the additional \
support necessary to impTement, at the present time,:a eero tuition system for

undergraduates. Additipﬁg] benefits required by sector.and the marginal net

benefits of institutiona] aid are utilized. . ’ . : o

As one m1ght expect the burden of subs1d1z1ng thise supp]emeotal a1d falls

\

to the $5,000-15,000 income group. The result of I r%/ titutional '

|
aid benefits, in codﬁunct1oh with the current regressive tax system and enroll- E i

ment pattern, is to increase net subsidies to the two highiest and lowest groups,

at the expense of those in the middle.
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N . Tab]e A

. s
In1 ces of Edvratnuna? Repre tation for Fult1-Time Students Enrolled

. Lot . in New Jersey: st1uut10ns By ‘Sector

CAnnual Community  State ST 8
Income Colleges Colleges Rutgers Independents Norm

. a >

Lave than $7,500 .80* o .57 49 - .45 .55
$7,500-11,999 1.03 1.02 . .83 7 .66 - .88
512.001-14,999 S I 1.22 1.14 .91 1.12
€1,,000-25,999 1.24 1.48 __ 1.53 1.23 1.42
1nrh than 321 000 .93 .94 1.28 ~ 1.94 "~ 1.26.

209 " of student enroliment in the Commyn1ty College sector from

* 80 = = families with less than $7,500 in .income P
26.0 % of all families, with dependents aged 18-2#, earning less
than $7,500

i
4

" Source; "An Ana]ys1s of the Family Incomes of Full-Time Collegiate Students in
New Jersey", Commission on Financing Post- Secondary Educatidn, Pr1nceton,
New Jersey, September 1975. :

_ TableB o IR
Indices of Income Group Representat1on
for Students in New Jersey Inst1tut1ons by Sector®

-

e . « .
Family Community State . .
Income Colleges __ Colleges Rutgers - - - Independents
Less than $7,500 1.46* 1.04 " .88 T .82
$7,500-11,999 1.18 1.16 , .95-. ' 75
~ $12,000-14,999 .99 1009 1.02 .83 o
- $15,999-20,999 .88 1.05 1.08 . 87
——__Maore than $21,000 4 J4 1.02 1.54

23.7 % of students from families earning less than $7,500
_'*1.46 = ., = enrolled in Community Colleges
16.2° % of all students enrolled in Community Colleges

Source: "An Analysis bf the Family Incomes of Full-Time Collegiate Students in
New Jersey",~Commission on Financing Post-Secondary Education, Princeton,
New Jersey, September 1975.
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