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For several years | have maintained an informal list of studies finding that funds from
government student aid programs are in one way or another “captured” by colleges, universities,
or someone other than the students whom the money is supposed to help. This can manifest itself
in myriad ways and intensities depending on the program, type of school, student characteristics,
etc., but ultimately involves aid dollars doing something other than making college more
affordable. For instance, private colleges might raise prices in response to increased federal loan
limits. States might see federal tuition tax credits as allowing them to cut their own higher ed
funding. And so on.

Below is the most recent update. It includes a new study from Gordon and Hedlund that suggests
that accounting for the college earnings premium, the labor-intensive nature of higher education
work, and other factors, increases in federal student aid have played a huge role in tuition
inflation. Indeed, between 1987 and 2010 they estimate that expanded federal loan limits

alone fueled 40 percent of the increase in tuition, though they caution that their findings may
overstate the inflationary aid effects somewhat. Also added is a 1991 book by McPherson and
Schapiro, and an analysis of federal tax credits by Long, that should have been in previous
editions of the list. But like I said, this is an informal list, not one I claim is comprehensive. |
would, though, like to get there, and you can help: Let me know if | have missed some studies
that show aid translating into something other than greater college affordability. Write to me

at nmccluskey@cato.org
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