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Abstract

This paper addressees several questions about what the states spend on higher education, looking at the actual amounts spent in FY 03-04, the change in state budgets for the one, two and five years before FY 03-04, and the amount spent per capita in each state on higher education. The methodology compares the states graphically and in a multiple regression context, with standard state variables being used to explain the distribution of expenditures. 

In the case of the amount spent on higher education in FY 03-04, the study finds that expenditures closely accord with state populations, although states with highly professionalized (full-time) legislatures tend to spend an average of $200 million less than what their populations alone would predict.  

In the case of the change in state budgets over the last few years, the paper focuses on the two year change, from FY 2001-02 to FY 2003-04, finding per capita income and the percent growth in the 18-24 year old population seem to have no effect on the budget changes, but that the estimated deficit in the state is significantly related to the budget changes. The several political variables tested seem to have no effect on changes in the state budgets.  

In the case of per capita higher education expenses, the hypotheses were that these would relate to per capita incomes in the state and the percent increase in the 18-24 year old population; neither of these hypotheses receives any support. One of the several political variables is significant, but only barely so.  

In our next analyses we will be refining these models and examining other measures to help explain the conundrum of state spending on higher education.  

INTRODUCTION

Common wisdom among both the general public and college students is that the price of a college education is increasing --- and doing so at a steep increase each year
.  Student protests and letters to editors in the media indicate that is particularly true in California, where tuition and fees have increased sharply due to the state’s budgetary crisis.  Even with the increases, however, others maintain that the cost of higher education in California is the most affordable in the nation.  Recently, a report from the National Center for Public Policy and Higher Education
 gave California a “B” grade for affordability in public higher education, the only state aside from Minnesota (with a “C”) to score above the “D” level on the standard academic five point scale.

This raises some interesting questions given the “above average” grade in spite of the recent increases in tuition and fees in California.  In this paper we explore the following questions:  What factors influence state spending on higher education?  Do differences in state level attributes explain the variation in state budget authorizations pf higher education?  Do they explain how much or how little state budgetary authorizations of higher education changed over the last several yeas of budget deficits in many states?  Does the amount spent on higher education in each state per state resident vary based on state level attributes?

 STATE SPENDING AND HIGHER EDUCATION

In  January 2004, The Chronicle of Higher Education reported that the 2003-04 fiscal year was the “…first actual spending cut since 1992-93” of state higher education.   More importantly, these cuts reflected a response to fiscal crises in many states that are reminiscent of state budget shortfalls of a decade ago.   According to The Chronicle of Higher Education, the budget crises of the 1990s and our current state fiscal problems may be similar, but the contraction in appropriations for higher education during these two periods is not.  In the 1990s state budget cuts in higher education “…were limited to a few states, most notably California, which accounts for 15 percent of state higher-education spending nationwide.”  Conversely, 23 states reduced higher education spending in 2003-04.   These cuts follow a trend beginning in the 2001-02 fiscal year with a handful of states cutting spending in this area, and almost tripling in number in 2002-03.  What factors explain the change in state budget authorizations?  

Necessities, Luxuries, Governmental Structure, and Preferences

Peterson’s (1976) study of state and local appropriations for public higher education yielded some interesting results.  Contrary to previous work, Peterson found predictive power for state political variables such as the presence of professional legislatures, the ‘law of anticipated reactions’ attributed to parents of college age and college bound students, and the density of private higher education facilities led to positive trends in per student funding of public higher education (p. 538).   Despite the age of this study it is still valuable because of the rigor of the research design and the results of Peterson’s inquiry which contradicted past policy studies in this issue area.  It is also of value to us because Peterson was studying a time period (1960 – 1969) when state expenditures on higher education were increasing.  Although there was certainly competition at the state level for budgetary authorizations during this era, and there were challenges with regard to accommodating the growth in students, higher education received more public support in general and as such was not faced with the  challenges it encounters today.  Instead, Peterson found that the public support for higher education as perceived by state legislators insured at least some modicum of success for higher education.  

We anticipate that state affluence will be positively correlated with state spending on public higher education.

In addition, we expect states that have professional full time legislatures to spend more on higher education that states that do not have professional full time legislatures.

Defining a luxury vs. a necessity can be problematic.  One method is to examine per capita income.  As per capita income increases, perceptions regarding necessities and luxuries change.  Thus, states with higher per capita income or greater affluence would be more likely than those with lower to prioritize spending on higher education.  While some scholars have suggested that the competition for spending persists and may thus crowd-out some issue areas, this may not be the case when one controls for per capita income (McCarty and Schmidt 1997).   

As such we anticipate, that states with higher per capita incomes will spend more on higher education than states with lower per capita incomes.

Jacoby and Schneider (2001) found that dividing policies into the categories of necessities vs. luxuries isn’t useful for understanding state budgetary commitments.  Regardless of the “wealth” of a state, all of the American states are engaged in a common political struggle.  This political struggle is the competition between “collective goods” and “particularized benefits” (p. 563).  It is also a competition between organized interests seeking political goods for private, narrow-minded interests vs. the broader public interests.  While the authors find strong empirical support for their hypotheses, it is important to note that they were using 1992 data on state program expenditures.  These data reflect a period of fiscal strain on state budgetary outlays.  Their findings also offer an alternative hypothesis for our expectation that the current cuts may reflect an attitude of prioritizing needs before luxuries.  

Hence, the density and level of competition of interest organizations within a state will influence state spending on public higher education.

Another possible explanation for the differences in state spending on higher education may be the degree to which a state’s control over its public higher educational system is centralized.  Examining the institutional arrangements within states including the means for selecting university trustees, Lowry (2001) found that states with decentralized structures of control had higher per-student tuition costs than states with more centralized structures.  The more control state legislators have over this policy domain, the lower the tuition and fees, and the higher the state allocation of funding.

Greater autonomy allows for more voices to be heard with competing preferences, varying incentives, and different priorities.  It also seemingly allows for government to be responsive to demands.

Thus, we expect that states with centralized structures of authority over public higher education to spend more money on public higher education than states with decentralized structures of authority.

Some scholars (Dye 1988) have noted that in general state budget allocations reflect public demands --- or are responsive to “demand-side” economics.  When spending on public education contracts, it is because the demand for public education has decreased.  Studies of elementary and secondary education have yielded evidence to support such a contention, but is this also true for state expenditures and public higher education?  Since this demand-side argument is predicated on population age or changes in this demographic (i.e. increase or decline in school aged children in a state leads to an increase or decline in demand for education spending) we would expect that states that decrease their spending on public higher education are also states that have changes in the age demographic category of their populations.  Conversely, Wlezien (1996) found that there is an inverse relationship between public spending and public attitudes toward spending.  As such the state legislature may be responding to a demand, but that demand will change given the spending.  In this sense, then, it is not only state budgets that may contract, but public attitudes toward state spending that also contract.  

Therefore, we expect that as the 18-24 year old population increases within a state so will the dollars spent on public higher education.  Conversely, we anticipate states with less growth 18-24 year old populations to appropriate less money per capita on public higher education.
In this, our first analyses of these data, we do not control for public opinion although it would be interesting to use this variable in future study.  Instead we turn our attention to the political, structural, cultural, and demographic variables as possible explanations for variation in state spending on higher education.  

DATA

We have several major sources for the data used in this paper:

· Illinois State University, Center for the Study of Education Policy. The Center publishes “Grapevine, An Annual Compilation of Data on State Tax Appropriations for the General Operation of Higher Education,” an annual survey established in 1962 by M. M. Chambers and continued by James C. Palmer, Grapevine Editor.  The Grapevine data includes data on state and local appropriations for higher education.  

· The State Higher Education Executive Officers (SHEEO) State Higher Education Finance (SHEF) report contains data and various analyses and perspectives on state higher education appropriations per full-time equivalent student, tax rates and efforts and other similar measures.

· The Census Bureau is the source of the data on populations, per capita incomes, the percent of residents of each state with high school and college diplomas, and the number of institutions in each state.  These measures are from the latest version of the Statistical Abstract.  

· State deficit projections come from a project of the Center on Budget and Policy Priorities in Washington, D.C. (www.cbpp.org), which has a project on state budget deficits.  

· The political variables come from several sources. The National Conference on State Legislatures is the source of the variables on full-time status for the state legislature. Thomas and Hrebenar (1999) is the source for the data on the classification of states by the overall impact of organized interests. Koven and Mausolff (2002) is the source for the Sharkansky measures to implement Elazar’s classification of states and the extent to which they are traditionalistic, individualistic, or moralistic.  

METHODOLOGY

This paper is a “first cut” look at three dependent variables – state expenditures on higher education in FY 03-04, the percentage change in those expenditures from FY 1998-99, and the amount spent per capita on higher education in the state in FY 2003. We begin with a look at several independent variables and how they score on these measures, and then continue with the beginnings of a multivariate analysis for each dependent variable.  

FINDINGS

State Expenditures on Higher Education

The most recent data available on state expenditures for higher education are the Grapevine data for state expenditures in FY 2003-04, the results of a survey the Center for the Study of Education Policy at Illinois State University sends out each year to state budget officers. 

Population. State higher education expenditures for fiscal year 2003-04 are portrayed in Figure 1. They closely correlate with state populations; in fact the correlation coefficient is 0.98. The same is true of the 18-24 population, and also, to only a slightly lesser extent, for the number of institutions of higher education in each state, a number that seems to be a function of the overall size of the college-going population.  

(Figure 1 here)

[image: image1.wmf]WY

VT

ND

AK

SD

DE

MT

RI

HA

NH

ME

ID

NB

WV

NM

NV

UT

KS

AR

MS

IO

CT

OK

OR

KY

SC

LA

AL

CO

MN

WI

MD

AZ

MO

TN

WA

IN

MA

VA

NC

NJ

GA

MI

OH

PA

IL

FL

NY

TX

CA

0

2000000

4000000

6000000

8000000

Expenditures, Higher Education, $1,000s

0

10000

20000

30000

40000

1993 Census Bureau State Population Estimates, in 1,000s

By State Populations

Fig. 1: State Expenditures for Higher Education, FY 03-04,


The correlation between the two variables in Figure 1 is 0.98.  Even without California, the correlation is 0.97.  

State Per Capita Income. Figure 2 presents the same analysis for higher education expenditures and state per capita incomes. Here the picture is much less clear – in fact, one could say that the wealth of a state does not clearly predict its expenditures on higher education. Even without California, the correlation is only 0.15; with California, it is 0.18.  

Figure 2:
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Figure 3. 
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State Per Capita Income and Per Student Expenditures.  More likely is that a state’s per capita income would predict its per capita expenditure on higher education, or its per student expenditure. Figure 3 presents the relationship between state per capita incomes and expenditures per student in FY 2003-04; the relationship is essentially random (the correlation is –0.18) – clearly the wealth of a state does NOT determine how much it spends per student. Similar results are obtained using higher education expenditures per capita as the Y-axis variable, as they are by using a full-time equivalent student measure. 

In short, we have a puzzle. The amount spent per student seems to depend on a whole complex of variables depending on a state’s preference for its mix of private vs. public education, the cost of living in the state, the mix of community colleges vs. four year institutions vs. Ph.D. granting institutions, and other variables.  In this paper, however, we are doing only a preliminary, exploratory analysis of basic variables.  

Political Variables.  We test three sets of political variables.  The first is Thomas and Hrebenar’s classification of states into four categories by the overall impact of organized interests. These are dominant, dominant-complementary, complementary and complementary/subordinate. According to recent findings, the level of dominance of interest organizations tends to reflect the level of diversity of interest within a state.  For example, few states fall under the dominant category and are located within the south.  Most states fall within the dominant/complementary and complementary categories where there is more interest competition (Gray and Lowery, 1999).

The next table shows the expenditures for FY 030-04 by the five categories:

Impact of 
FY 03-04
N

Interest Groups
Expenditures


($ millions)

Dominant
$1,032.
7

Dominant/Complimentary
1,439
21

Complimentary
1,233
17

Complimentary/Subordinate
375
5

Except for the general finding that the dominant/complimentary states spend the most and the others all spend less, especially the complimentary/subordinate states, there is no clear pattern here. The complimentary/subordinate states are much smaller, however, with an average population of 1.6 million, compared with over 5 million for the dominant states and over 6 million for the other two categories.  

The second political variable is the professionalization of the legislature, where we have used the five part breakdown of the National Conference of State Legislatures. Red legislatures are 80%+ full-time, with large staffs, and paid enough to make a living without outside income. The Red states are divided into Red and Red-Lite because of the “marked differences” within the category, with the Red-Lite states being less full-time, with smaller staffs, and paid less.  White states are hybrids, with the equivalent of two-thirds of the average legislator’s time spent on legislative work, without enough pay not to have an outside job, and with an intermediate sized staff. States in this category tend to be in the middle range of populations. Blue states are ones where the legislative job is the equivalent of a half time position, with low compensation, outside sources of income required to make a living, and relatively small staffs. They are often called “traditional” or “citizen” legislatures.  

The next table breaks down the amount spent on higher education by the above categories:

Professionalization of 
FY 03-04
Population
N

The Legislature
Expenditures
(in millions)


($ millions)

Red
$4,072
19.3
4

Red Lite
$1,635.

8.9

7

White
$1,106.

5.2

22

Blue Lite
$619.

2.8

11

Blue
$236.

1.1

6

Clearly these expenditures tend to be correlated with population – the larger the state, the more likely the state is to have a professional, full-time legislature and to spend more on higher education.  

The third political variable is the Koven and Mausolff 
characterization of political culture as traditionalistic, individualistic or moralistic, with each state receiving a score on the scale on which it is highest. The other states on that scale are scored as zeros. On the average, the states on each of the three scales spend about the same amount of money and are about the same size. There is a somewhat negative relationship the higher the individualistic score is – for those states that have a score on the individualistic scale – but for the other two scales the states are essentially random.  Figure 4 presents the individualistic scale on the next page.

Expenditures – Multivariate Analysis. 

Table 1 displays the results of several regressions, showing the effects of entering different combinations of variables. The action in these regressions is almost totally with the population independent variable, which correlates so closely with expenditures. There are some political variables that are either significant or approach significance, but rarely do they do so with the population variable included. 

· Equation 1 presents the results for the two control variables, population and per capita income. As expected, population dominates these regressions, explaining 95% of the variance itself and being highly significant are stable across regressions.  

· Equation 2 adds the political variables for the type of interest group in the state. None of these variables is significant.  

· Equation 3 replaces the interest group variables with a variable for the “red” legislatures (full-time and professionalized) and one for those that are part-time and non-professionalized. Consistently, the more professionalized legislatures tend to spend less on higher education than would be predicted by their populations alone.  

· Equation 4 replaces the legislature variables with the Koven/Mausolff political culture variables. None of these is significant.    

· Equation 5 runs only the significant variables against the controls, showing that the finding regarding the professionalized legislatures holds up, at this stage.  

Figure 4:
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Changes in Higher Education Expenditures, 1998-2003

The next graph, Figure 5, indicates that the states varied considerably over the two year period from 2001-02 to 2003-04, the five year period prior to 2003-04 and the ten year period prior to the same year.  

Figure 5:
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The box plots, with 50% of the observations below and 50% above the median line, show that many states decreased in their expenditures over the last two years.  The box plots also indicate outliers; the data are correct in indicating that some states had substantial increases or decreases during the time period).  

Table 2 on the next page lists the states by the percentage change in their expenditures.  290 of the 50 states decreased during this time period, 14 of them by less than 5%, 2 were unchanged, and 21 of them increased, 8 by less than 5% and another 7 by between 5% and 10%.  In short, the states varied considerably in how their higher education expenditures reacted to the widespread recession of the early 21st century. We have measures of the percentage size of state estimated deficits for both FY 03-04 and FY 04-05.  

The percentage change in expenditures might be reasonably thought to relate to a number of factors. One is the budget crunch that many states faced in the early 2000s. Another is the “student crunch” – the change in the number of students or potential students. In this case, we measure the change in the potential students as the change in the 18-24 year old group from 1995 or 2000 to 2005.  

A third potential variable that might help explain state responses to the budget problems of the last several years is income or wealth, with the wealthier states being expected to have more potential for supporting higher education than poorer states. As before, we estimate income with the state per capita income estimates from the Census Bureau.  

	===============================================================

Table 2

	State Higher Education Finances:  

	Percent Change from 2001-02 to 2003-04

	
	
	
	
	
	
	

	Minus 20% or more:
	
	
	No Change
	

	
	Massachusetts
	-23.0%
	
	
	North Dakota
	0.0%

	
	Colorado
	-21.8%
	
	
	Maine
	0.0%

	
	South Carolina
	-20.4%
	
	Plus 0.1% to 4.9%
	

	Minus 15% to 19.9%
	
	
	
	North Carolina
	0.2%

	
	Virginia
	-17.8%
	
	
	Montana
	0.5%

	Minus 10% to 14.9%
	
	
	
	Delaware
	2.6%

	
	Missouri
	-14.0%
	
	
	Indiana
	3.0%

	
	Oregon
	-11.4%
	
	
	New York
	3.1%

	
	Maryland
	-11.1%
	
	
	Mississippi
	4.2%

	Minus 5% to 9.9%
	
	
	
	Alabama
	4.3%

	
	California
	-9.6%
	
	
	New Hampshire
	4.6%

	
	West Virginia
	-8.7%
	
	Plus 5% to 9.9%
	

	
	Oklahoma
	-8.2%
	
	
	Florida
	5.4%

	
	Michigan
	-7.9%
	
	
	Arkansas
	5.7%

	
	Illinois
	-6.9%
	
	
	Alaska
	6.1%

	
	Minnesota
	-6.7%
	
	
	South Dakota
	6.4%

	
	Wisconsin
	-6.5%
	
	
	New Mexico
	6.5%

	
	Texas
	-5.6%
	
	
	Kentucky
	7.3%

	Minus .1% to 4.9%
	
	
	
	Vermont
	7.7%

	
	Iowa
	-4.2%
	
	Plus 10% or more:
	

	
	Utah
	-4.0%
	
	
	Louisiana
	10.1%

	
	Pennsylvania
	-3.8%
	
	
	Hawaii
	14.2%

	
	Kansas
	-3.8%
	
	
	Wyoming
	21.6%

	
	Washington
	-3.5%
	
	
	Nevada
	39.2%

	
	Nebraska
	-3.4%
	
	
	
	

	
	Arizona
	-2.8%
	
	
	
	

	
	Idaho
	-2.5%
	
	
	
	

	
	Tennessee
	-2.4%
	
	
	
	

	
	Georgia
	-2.1%
	
	
	
	

	
	New Jersey
	-1.2%
	
	
	
	

	
	Rhode Island
	-0.9%
	
	
	
	

	
	Connecticut
	-0.4%
	
	
	
	

	
	Ohio
	-0.2%
	
	
	
	

	
	
	
	
	
	
	

	Source:  State Higher Education Executive Officers (SHEEO). "State Higher Education

	   Finance, FY 2003." 2004.  URL: http://www. 
	
	
	

	
	
	
	
	
	
	


==============================================================

Three graphs follow showing the relationships of these three variables to the percentage change in state expenditures for higher education.  

Figure 6:  
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Per Capita Income.  Figure 6 shows the relationship between per capita incomes and the percent change, in this case the one year change from 2002-03 to 2003-04, in higher education expenditures. In this case Nevada is clearly an extreme point. Without Nevada, the correlation coefficient for this graph is –0.39.  There is the possibility here of a slight to moderate relationship.  

Growth in the 18-24 Year Old Population. The change in the 18-24 year old population from 1995 to 2005 is generally not well correlated with the 1, 2, 5 or 10 year percent change in expenditures. The correlations, without Nevada, are below, sometimes well below, 0.10. Nevada is excluded because it had a 30% increase in expenditures in one year; 40% over 2 years, 66% over five years, and over 150% in 10 years; it is an extreme point compared with the other states.  

However, the one and two year percent changes in expenditures seem to have a small relationship with the five year percent change in the 18-24 year old population, with correlations of -.31 and -.22 (again, with Nevada excluded). Figure 7 shows the one year change in expenditures, with the five year change in the 18-24 year old population on the X-axis. (Nevada is included in the graph.)

Figure 7:  
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State Budget Deficits. A third possible factor is the size of the state’s budget deficit. We have data for both FY 03-04 and FY 04-05, estimated in each case, by analysts at the Center for Budget and Policy Priorities in Washington based on public data at or before the beginning of the fiscal year. The two year change in higher education expenditures correlates with the perceived deficit in 2003-04 at –0.32, with Nevada excluded (with Nevada included, the correlation is -.18).  Figure 8 shows this relationship. (Without Alaska and Nevada, the correlation is -.45.)  

Note how this graph shows the diversity of state responses to budget deficits – some have actually increased higher education expenditures in spite of deficits – New York, Nevada, Alaska.  

Figure 8:
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Multivariate Analysis. Table 2 portrays the relationships among these variables, with Nevada and Alaska included in equation 1 and then excluded.  Equation 1 is a particularly poor fit, and the post-regression diagnostic graphs make it clear that both Nevada and Alaska are outliers.  

(Table 2 about here)

Equation 2 is our best fit, with the state’s estimated percentage deficit the only significant variable. When the deficit percentage goes up, the state cuts expenditures (the two year change is down).  

That same variable is significant in the three remaining equations, with none of the political variables being significant alone or in combination with each other.  

Amount Spent Per Capita

The State Higher Education Executive Officers (SHEEO) State Higher Education Finance (SHEF) report contains data on the amount spent per capita in each state on higher education, as well as the amount spent per $1,000 of personal income. The two measures correlate with each other at greater than 0.90. We also have data on the number of students in each state from 2000-01, which correlates with the above two measures at about 0.70, but since the above measures and our independent variables are all from FY 2003, give or take one year, we are using the amount spent in each state per capita in this analysis.  

The amount spent per capita varies from less than $100 to almost $400:

  1. |  New Hampshire      87.39 |

  2. |  Massachusetts     121.74 |

  3. |        Vermont     124.12 |

  4. |       Colorado     129.98 |

  5. |       Missouri     147.01 |

     |---------------------------|

  6. |        Arizona     154.06 |

  7. |   Pennsylvania     156.44 |

  8. | South Carolina     160.35 |

  9. |   Rhode Island     160.59 |

 10. |        Montana     164.09 |

     |---------------------------|

 11. |        Florida     165.03 |

 12. |         Oregon     165.45 |

 13. |      Tennessee     179.08 |

 14. |       Virginia     181.54 |

 15. |           Ohio      181.9 |

     |---------------------------|

 16. |          Maine     183.12 |

 17. |        Georgia     192.50 |

 18. |       New York     193.51 |

 19. |  West Virginia     197.73 |

 20. |   South Dakota     199.26 |

     |---------------------------|

 21. |     New Jersey     200.68 |

 22. |      Wisconsin     204.19 |

 23. |       Michigan     206.37 |

 24. |       Maryland     206.94 |

 25. |       Oklahoma     208.28 |

     |---------------------------|

 26. |       Illinois     213.64 |

 27. |         Nevada     215.36 |

 28. |    Connecticut     215.59 |

 29. |     Washington     215.79 |

 30. |          Texas     219.28 |

     |---------------------------|

 31. |        Indiana     219.56 |

 32. |          Idaho     230.65 |

 33. |       Delaware     234.00 |

 34. |     California     241.26 |

 35. |       Arkansas     241.79 |

     |---------------------------|

 36. |      Louisiana     244.36 |

 37. |         Kansas     251.82 |

 38. |      Minnesota     254.32 |

 39. |           Iowa     256.08 |

 40. |           Utah     256.52 |

     |---------------------------|

 41. |        Alabama     258.67 |

 42. |       Kentucky     270.82 |

 43. |    Mississippi     276.70 |

 44. |       Nebraska     286.79 |

 45. | North Carolina     291.01 |

     |---------------------------|

 46. |   North Dakota     316.22 |

 47. |         Hawaii     317.14 |

 48. |         Alaska     334.83 |

 49. |     New Mexico     343.74 |

 50. |        Wyoming     392.89 |

     +---------------------------+

Clearly in this area, we are approaching a state’s taste for higher education as well as its limitations and potential. We hypothesize that a state’s amount spent per capita ought to vary with three variables:

1. The state’s effective tax rate, that is, the amount the state chooses to tax itself for higher education and other programs. Here we have SHEEO data on the total taxable resources per capita, the actual tax revenues per capita, and the effective tax rate, which is defined as the actual tax revenues divided by the total taxable resources.  

2. The state’s per capita income models in some way the state’s potential for funding higher education. The more wealth, the more potential, at least in theory.

3. The increase in the state’s college-going group, that is, the population from 18 to 24, should provide an additional pressure to increase the spending per capita. While there might be less available per actual full-time equivalent student, there should be more available per person in the state.  

Graphs showing these three relationships follow.  

Figure 9 portrays the relationship between per capita expenditures and the effective tax rate, with a generally positive although not very strong relationship visible.  The correlation is only 0.11, and it is the same even if Wyoming and New Hampshire are removed from the analysis.  

Figure 9:
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Figure 10 displays the relationship between state per capita incomes and the amount spent per capita on higher education. The relationship is slightly negative, with a correlation of –0.20.  Again, this is not a very strong relationship.

Figure 11 shows the relationship between the percent growth in the 18-24 year old population and the amount spent per capita on higher education.  It is again a slightly negative relationship, with a correlation about the same at –0.22.  

CONCLUSION

This is a first cut examining these data.  As noted in the findings, most of our expectations were not realized.  While we find that larger states with professional legislatures are more likely to spend on higher education, this is not counterintuitive nor a compelling result.  It is apparent from both our correlation equations and multiple regression models that we need to rethink the possible explanations for spending patterns.  Obviously, there is variation in state budget authorizations for higher education.  What is equally apparent from our exploration of the data is that these parsimonious models we have presented do not provide answers for the variation that indicate common attributes or distinctive patterns for states as we have categorized/identified them.  

Figure 10:
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Figure 11:
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Table 3 regresses our three predictors on per capita higher education expenditures.  Equation 1 shows that the three hypothesized explanatory factors are insignificant.  

Equation 2 shows that the states with complimentary interest groups spend less per capita on higher education after controlling for the three explanatory factors. This is the only significant variable in the four regression equations.    

Equation 3 shows that the professionalization of the legislature seems to have little effect, and equation 4 shows the same regarding whether the states are scored as traditionalistic, individualistic or moralistic.  

CONCLUSION

This is a first cut exploration of these data.  As noted in the findings, most of our expectations were not realized.  We find that larger states with professional legislatures are less likely to spend on higher education than their populations would predict. However, it is apparent from both our correlation equations and multiple regression models that we need to rethink the possible explanations for spending patterns.  Obviously, there is variation in state budget authorizations for higher education.  What is equally apparent from our exploration of the data is that these parsimonious models we have presented do not provide answers for the variation that indicate common attributes or distinctive patterns for states as we have categorized/identified them.

In our next analyses we propose to examine other measures and their influences including governor’s power (i.e. line item veto).   It may be that in states which allow for the governor to eliminate authorizations, the governor is a key stakeholder.  Additionally, we are interested in examining issues of proximity.  For example, the disconnect between higher education and state legislatures varies.  In some states higher education may be perceived as a necessity, as we stated earlier, while in others it may be perceived as a luxury.  Perceptions of higher education could possibly be related to the proximity of a flagship institution and a state capital.  Similarly, the education level of key elected officials who have budgetary decision making authority may also be relevant.  Although professional vs. lay/citizen legislatures may capture some differences in levels of education these may be worthwhile to consider.  Furthermore, including a measure of public opinion regarding higher education for the time periods studied may offer insight. Finally, controlling for state economic contraction or expansion may also yield significant and substantive findings.    
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	Table 1

	State Expenditures for Higher Education, FY 03-04

	
	
	
	
	
	

	Equation
	1
	2
	3
	4
	5

	Independent Variables
	
	
	
	
	

	Population
	195.2
	196.1
	202.8
	193.1
	204

	   2003
	(27.8)***
	(26.08)***
	(24.1)***
	(24.8)***
	(25.92)

	Per Capita Income
	-13.3
	-14.3
	-7.89
	-9.94
	-7.2

	   2003
	(-1.66)
	(-1.48)
	-0.94
	(-0.87)
	(-0.88)

	1 if Interest Groups
	
	-82,767
	
	
	

	   Dominant; else 0
	
	(-0.78)
	
	
	

	1 if Interest Groups
	
	-28,239
	
	
	

	  Complimentary; else 0
	
	(-0.32)
	
	
	

	1 if Interest Groups
	
	12,001
	
	
	

	  Comp/Subord; else 0
	
	(-0.10)
	
	
	

	1 if legislature full-time
	
	
	-222,654
	
	-218,902

	  else 0
	
	
	(-2.19)**
	
	(-2.18)**

	1 if legislature part-time
	
	
	33,070
	
	

	  else 0
	
	
	(0.42)
	
	

	Traditionalistic states scored;
	
	
	
	2,187
	

	  else 0
	
	
	
	(0.10)
	

	Individualistic states scored;
	
	
	
	-9,507
	

	  else 0
	
	
	
	(-0.38)
	

	Moralistic states scored;
	
	
	
	-20,400
	

	  else 0
	
	
	
	(-0.32)
	

	
	
	
	
	
	

	R-square
	0.95
	0.95
	0.95
	0.95
	0.95

	F 
	395.5
	150.5
	211.29
	150.41
	286.9

	p
	0.0000
	0.0000
	0.0000
	0.0000
	0.0000

	d.f.
	(2,46)
	(5, 43)
	"(4, 44)
	(5, 43)
	(3, 45)

	
	
	
	
	
	

	Note:
	
	
	
	
	

	   * indicates significance at less than 0.10.  ** indicates significance at less than 0.05.  

	   *** indicates significance at less than 0.01.  
	
	
	

	  In all regressions, California is omitted.
	
	
	
	

	  Figures in parentheses are t-values.
	
	
	
	


	Table 2

	Percent Change in State Expenditures for Higher Education, FY 01-02 to 03-04

	
	
	
	
	
	

	Equation
	1
	2
	3
	4
	5

	Independent Variables
	
	
	
	
	

	N
	50
	48
	48
	48
	48

	Per Capita Income
	-2.64E-06
	1.24E-07
	1.35E-06
	2.32E-07
	-1.03E-06

	   2003
	(-0.61)
	(0.04)
	(0.35)
	(0.07)
	(0.22)

	Percent Growth in the 18-24
	0.00058
	-0.0022
	-0.0028
	-0.0019
	-0.002

	   Year Old Population
	(0.16)
	(-0.78)
	(-0.94)
	(-0.63)
	(-0.66)

	State's estimated percentage 
	-0.002
	-0.0054***
	-0.0053***
	-0.0047**
	-0.0052**

	  deficit, FY 03-04
	(-0.99)
	(-2.94)
	(-2.84)
	(-2.31)
	(-2.68)

	1 if Interest Groups
	
	
	-0.0098
	
	

	   Dominant; else 0
	
	
	(-0.25)
	
	

	1 if Interest Groups
	
	
	-0.029
	
	

	  Complimentary; else 0
	
	
	(-0.99)
	
	

	1 if Interest Groups
	
	
	0.032
	
	

	  Comp/Subord; else 0
	
	
	(0.45)
	
	

	1 if legislature full-time
	
	
	
	0.01
	

	  else 0
	
	
	
	(0.30)
	

	1 if legislature part-time
	
	
	
	0.03
	

	  else 0
	
	
	
	(1.09)
	

	Traditionalistic states scored;
	
	
	
	
	0.0005

	  else 0
	
	
	
	
	(0.06)

	Individualistic states scored;
	
	
	
	
	0.005

	  else 0
	
	
	
	
	(0.51)

	Moralistic states scored;
	
	
	
	
	0.005

	  else 0
	
	
	
	
	(0.20)

	
	
	
	
	
	

	R-square
	0.04
	0.22
	0.26
	0.24
	0.23

	F 
	0.69
	4.14
	2.46
	2.68
	2.05

	p
	0.5606
	0.01
	(0.0402)
	(0.0346)
	(0.0802)

	d.f.
	(3, 46)
	(3, 44)
	(6, 41)
	(5, 42)
	(6, 41)

	
	
	
	
	
	

	Note:
	
	
	
	
	

	   Figures in parentheses are t-values.
	
	
	
	

	   * indicates significance at less than 0.10.  ** indicates significance at less than 0.05.  

	   *** indicates significance at less than 0.01.  
	
	
	

	Note: In equations 2-6, Alaska and Nevada, both outliers, are omitted.  
	
	


	Table 3

	State Per Capita Expenditures on Higher Education, FY 03-04

	
	
	
	
	
	

	Equation
	1
	2
	3
	4
	

	Independent Variables
	
	
	
	
	

	N
	50
	50
	50
	50
	

	Effective Tax Rate
	450.4
	814.5
	698.3
	404.8
	

	
	(0.43)
	(0.76)
	(0.62)
	(0.37)
	

	Per Capita Income
	-0.002
	0.0002
	-0.001
	-0.004
	

	   2003
	(-0.72)
	(0.07)
	(-0.40)
	(-1.18)
	

	% increase, 18-24 Year Old
	-1.75
	-1.63
	-1.77
	-1.24
	

	  Population, 2000-05
	(-0.79)
	(-0.73)
	(-0.78)
	(-0.54)
	

	1 if Interest Groups
	
	-9
	
	
	

	   Dominant; else 0
	
	(-0.32)
	
	
	

	1 if Interest Groups
	
	-38.9*
	
	
	

	  Complimentary; else 0
	
	(-1.74)
	
	
	

	1 if Interest Groups
	
	-37.3
	
	
	

	  Comp/Subord; else 0
	
	(-1.20)
	
	
	

	1 if legislature full-time
	
	
	-17.57
	
	

	  else 0
	
	
	(-0.68)
	
	

	1 if legislature part-time
	
	
	-3.15
	
	

	  else 0
	
	
	(-0.15)
	
	

	Traditionalistic states scored;
	
	
	
	-4.80
	

	  else 0
	
	
	
	(-0.89)
	

	Individualistic states scored;
	
	
	
	-3.34
	

	  else 0
	
	
	
	(-0.51)
	

	Moralistic states scored;
	
	
	
	-19.25
	

	  else 0
	
	
	
	(1.24)
	

	
	
	
	
	
	

	R-square
	0.06
	0.13
	0.07
	0.11
	

	F 
	1.00
	1.08
	0.67
	0.85
	

	p
	0.4006
	0.3888
	0.6458
	0.5397
	

	d.f.
	(3, 46)
	(6, 43)
	(5, 44)
	(6, 43)
	

	
	
	
	
	
	

	Note:
	
	
	
	
	

	   Figures in parentheses are t-values.
	
	
	
	

	   * indicates significance at less than 0.10.  ** indicates significance at less than 0.05.  

	   *** indicates significance at less than 0.01.  
	
	
	

	Note: In equations 2-6, Alaska and Nevada, both outliers, are omitted.  
	
	


� A search on Lexis/Nexis Academic Universe yielded 142 headlines on “higher education and state budgets” over the past two years.


�The National Center for Public Policy and Higher Education is a non-profit, non-partisan organization, that among other things, “grades” state public higher education producing a report card and ranking states on an A-F grading scale.  The center is available at http://www.highereducation.org/index.shtml.


� Koven and Mausolff create a scale relying on Sharkansky’s refined measures of Elazar’s political culture categorizations for the American States.  This scale allows for political culture variation within states capturing regional intra-state political culture variation.
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