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Executive Summary

B To meet the economy’s demand for a more educated workforce, North
Carolina must make completion of education and skills training a priority
for adult workers. By 2018, nearly 60 percent of jobs in NC are projected
to require post-secondary education.

®  Nearly 2.5 million North Carolinians aged 25 to 54 have no post-secondary
degree. That number is roughly equivalent to the next 30 high school
graduating classes in the state.

B State-based financial aid is an essential tool to support student’s access
and completion of post-secondary education but requires specific
tailoring to meet the needs of adult workers.

B Tuition alone at community colleges increased by 17.6 percent from 2004-
2005 to 2009-2010. Over that same period the N.C. Community College
Grant saw a 65 percent increase in the inflation-adjusted dollars awarded
to eligible students. However, due to the increase in the number of
eligible recipients for that program, the inflation-adjusted grant from this
program actually declined for the average student.

Overview

The North Carolina Community College System plays an essential role in training the
workforce with the skills needed to prosper in the state’s changing economy.
Community colleges connect workers and employers, provide low-income workers
with pathways to the middle class, and fuel the state’s economic growth.

The wave of plant closings that began in the late 1990s dramatically decreased the number
of jobs that do not require college degrees but still pay living wages. Today, low-wage
work without benefits or the possibility of career advancement is the norm for many
North Carolinians. Most of these jobs are in the low-paying service sectors, such as food
service, retail, cleaning, customer service and day laboring. For North Carolina’s
hundreds of thousands of low-income working families, these jobs may enable them to
stave off hunger and homelessness, but they offer families no opportunities for financial
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2018, 59 percent of jobs in North Carolina
will require some type of education or skills training after high school.” In 2008, just half of
North Carolina’s working age population (aged 25 to 54) had either some post-secondary
education or an associate’s degree or higher’ The nearly 2.5 million North Carolinians of
working age who have no post-secondary degree is roughly equivalent to the next 30
graduating classes of North Carolina’s high schools. While it is important to continue to
improve graduation rates and college completion rates for young North Carolinians,
increasing the education and skills training of adults must also be a priority if North Carolina
is to meet the economy’s demand for skilled workers and grow its middle class.

This issue of BTC Reports looks at the state-based financial aid system for adult workers
attending community colleges, analyzes the funds available and their distribution, and
considers some of the upcoming challenges facing the state’s financial aid system. The
report concludes with strategies to align the state’s financial aid system with the goal of
student access and success.

ow-income working adults who want to earn the credentials they need to qualify for
I_better jobs and move into the middle class face numerous obstacles. Indeed, analysis by
the community college system finds that just 13 percent of older students entering
community colleges in the fall of 2002 completed an associate’s degree in six years while an
additional 13 percent completed some other award in the same time period.* The challenges
of juggling work, family and community college courses are significant. However, tuition and
other costs associated with getting an education represent a significant obstacle—and the
one with which the state is in the best position to provide assistance.

In 2009-2010, the average in-state tuition and fees at a North Carolina community college was
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community college part-time,
they are still considerable,
especially for low-income
working adults with dependents.

Financial aid plays an important role in providing students with limited means the resources to
access post-secondary education. Research shows that students with financial aid packages are
more likely to enroll in post-secondary education, and when aid is combined with additional
supports like mentoring programs and access to additional work supports, students are more likely
to persist and complete their educational programs.” While limited research has been conducted
on the connection between financial aid and completion, studies of pilot programs like the
Opening Doors demonstration, which offered supplemental financial aid along with incentive
payments for reaching benchmarks, have demonstrated a positive effect on completion.’

North Carolina has a strong state-funded financial aid system. However, additional investment
to better meet the financial needs of low-income working adult students is needed to support

increased post-secondary attainment.

While tuition at community colleges in North Carolina remains low relative to other states, it
increased by 17.6 percent from 2004-2005 to 2009-2010.” Over that same period the total
investment in the grant and scholarship programs for community college students remained
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steady from 05-06 at $14 million."
However, the N.C. Community College
Grant saw a 65 percent increase in the
inflation-adjusted dollars awarded. And
due to the increase in the number of
eligible recipients for that program, the
inflation-adjusted average grant from
this program actually declined over the
same period."

North Carolina distributed more than
$414.9 million in state-based financial
aid including grants, scholarships and
loans in 2008-2009, 15 percent of which
went to community college students.

Institutional aid, administered by
individual campuses and according to
campus policy, is a growing portion of
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overall aid to students. The majority of these dollars are provided as grants or scholarships
and therefore do not contribute to students’ debt burden.

In contrast with national trends, state-based aid continues to be primarily allocated based on
student need; 75 percent of state aid was need-based in 2008-2009.” This commitment to
ensuring access to education for students with financial need is laudable and must be
expanded as tuition increases. State-based financial aid serves an increasingly important role
in supporting students’ enrollment in and completion of educational programs.”

here are two main state grant sources for community college students—the NC

Community College Grant program and the Educational Lottery Scholarship. Community
college students can also qualify for the N.C. Student Incentive Grant, Veteran’s Scholarship,
tuition remission or tuition waivers, depending on their particular situations.

Analysis of recipients of the major sources of grant aid for CC students finds that these
programs serve older, independent and needy students.” More than half of community
college students are older than 21. Nearly 54 percent are independent students.
Additionally, recipients are concentrated below the income range equivalent of 200 percent
of the federal poverty level or $44,200.”

The North Carolina Community College Grant program is the state’s largest need-based
financial aid program for community college students (excluding tuition waivers). In 2008-2009,
the program provided just over $16.7 million in grants to 26,133 students with an average award
of $641."

The NC Community College Grant program is targeted at working families who may not
qualify for a full Pell grant.” However, to qualify for this grant, a student must be in school at
least half-time (at least six credit hours), which is not possible for many working adults. In
addition, a student must be enrolled in an eligible curriculum program to qualify to the
grant. Students taking courses not necessarily for credit (academic, occupational or
vocational) are classified as “continuing education students” and are not eligible for financial
aid. A student taking developmental education courses to improve his academic skills before
beginning a program also is ineligible for a grant.” Roughly 16,000 students enroll in
developmental education courses each year.

The North Carolina Education Lottery Scholarship (ELS), created in 2005, is the other major
source of state-based financial aid for community college students. Eligibility for this grant is
the same as the Pell Grant, with one exception—a student who is not eligible for the Pell
Grant but will have an Expected Family Contribution of $5,000 or less is eligible for this
grant.” (Expected Family Contribution is the amount of money the student is expected to
contribute to the cost of his education, based on income and several other factors.) Once
again, students attending less than half-time are not eligible. In 2008-2009 $13.1 million in
Education Lottery Scholarships were distributed to nearly 14,000 students at community
colleges.

North Carolina has two important additional programs for non-traditional students, those who
are older and those responsible for children.

The North Carolina Community College Grant for Less-Than-Half-Time Students provides
assistance to the one-third of curriculum students who are enrolled less than half-time (32
percent of curriculum students take one to five credit hours in one semester). In addition, if
a student is ineligible for federal financial aid and is enrolled in a program for an
occupational certificate or award but not a degree, she may qualify for this grant. In order to
qualify, a student’s Expected Family Contribution must be between $801 and $4,000. The
program provides $30 per semester hour, with a maximum of $150 per semester.” For the
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While there is no centralized

collection of information regarding need, evidence from campuses suggests that many
thousands of students who could qualify for these grants are left without funding.

Additional investment in need-based financial aid overall is needed. But if North Carolina is
to meet future demand for skilled workers, increasing available support to adult workers
who study is essential. The state must maintain a leadership role in investing in the post-
secondary education of North Carolinians.

As part of the tuition increases in North Carolina, however, individual campuses have been
given more autonomy and responsibility for coming up with resources to meet the financial
needs of their students. This can present challenges when campuses have varying levels of
endowments and other resources from which to support students. To assure equitable
access to community colleges across the state, it is important to limit institutional or campus
responsibility for financial aid so that geographic inequities in educational opportunity in
the state don’t grow. In addition, individual campuses and financial aid officers should
consider the implementation of financial aid best practices. One such strategy that has
proven to be effective at helping students stay in school when their financial situations
change reserving a portion of tuition increases for emergency financial aid purposes.

he financial aid system in North Carolina has been particularly effective at identifying the
Tunique needs of adult workers and providing essential support through financial aid and
other programs, although funding has not fully met the need. However, the state is now in
the process of consolidating its financial aid programs, and state leaders have the
opportunity to create a system that better supports the low-income working adult who
strives to improve their marketability and financial standing by completing community
college programs.

The 2009 General Assembly established the Joint Select Committee on State-Funded Student
Financial Aid and charged the body with determining how best to use and administer state-
funded financial aid, the possibilities of consolidating grant programs and how to better
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market financial aid. While the overall goal of making the financial aid system accessible and
comprehensible is commendable, it is particularly important that proposed changes be
considered in light of their impact on non-traditional students—those adult workers who are
often enrolled part-time and have dependents.

First, consolidation of the state-based financial aid program must accommodate the distinct
timelines for financial aid applications at community colleges and public and private four-
year universities. Without such a consideration, the consolidation could potentially
disadvantage community college students because they are more likely to apply later in the
process than students in other sectors and therefore less financial aid would be available to
them.

Second, the consolidation plan currently assumes take-up of the American Opportunity tax
credit to provide a source of funding to meet the needs of students in higher education.

The American Opportunity tax credit is an improvement made under the American Recovery
and Reinvestment Act to the HOPE Higher Education tax credit and Lifetime Learning credits
that reaches more students and provides a greater value. These improvements were
extended by Congress in December 2010 for two years. Given the reliance on the American
Opportunity tax credit to provide immediate relief to independent students in their cost of
attendance, it is clear that further education and outreach will be needed. A framework of
volunteer tax preparation sites exists in the state that should be connected to community
college campuses to ensure that North Carolina’s students draw down these federal dollars.

Finally, funding for financial aid must be maintained and targeted at the students most in
need —those earning less than 200% of the federal poverty level. For adults, it will be equally
important to assess the full cost of attendance, including the additional costs to meet family
responsibilities, so as to accurately assess their need.

n these difficult economic times, post-secondary education provides workers with some
Imeasure of protection from a struggling labor market while also generating returns to
families through increased wages and to the broader community through increased
economic activity.

North Carolina policymakers must continue to invest in what works to improve post-
secondary completion rates. Increasing available support to adult workers who study
through additional investment in the NC Community College Child Care Grant and the
Community College Grant for Less-than-Half-Time Students is essential.

As the post-secondary system moves to consolidate the financial aid system and align its
work toward the goal of post-secondary success for all, North Carolina policymakers should
pay particular attention to the impact that changes to the current system will have on non-
traditional students. For example, ensuring that students enrolling at different points in the
year are able to access state funds is essential, as is targeting state dollars at those in need as
defined by their household income. Finally, the NC Community College System should
continue its efforts to collect and analyze data on post-secondary success and make
available data on student outcomes by financial aid receipt.

North Carolina is uniquely positioned to support adult workers moving ahead in their career
through education and skills training given the strong foundation established in the state’s
need-based financial aid system. Moving forward, maintaining these investments will be
essential to promoting economic competitiveness and sharing of the prosperity that such
growth will generate.



Recommendations on State Financial Aid that Support Completion
at Communty Colleges

* |ncrease investment in need-based financial aid.

e Ensure consolidation of the financial aid system does no harm to independent students with
dependents

e Collect data on the demographics of state-based financial aid recipients to assure access is
equitable and outreach is successful at targeting disadvantaged populations

e Allow students to use need-based aid to cover developmental education courses

e Reserve a portion of institutional financial aid for students in need of emergency funds
during the school year and/or for those applying late.

¢ Improve marketing of the availability of need-based aid to low-income adults in locations
they access in their communities.
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