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s worries over Americans’ workforce skills persist, community colleges have reemerged as a potential solution. The country’s 1,132 community colleges—twoyear, not-for-profit public colleges—are designed to
provide lower-income students with an entryway into traditional
four-year colleges, as well as offer career training.
Politicians from both parties have spoken highly of America’s community college sector. Bill Clinton declared: “If community colleges had yet to be invented, there would be a mad rush to do
so today.”1 Ronald Reagan referred to community colleges as “a
priceless treasure.”2 Presidents Clinton and George W. Bush both
requested more funding for community college students.3 More
recently, President Obama proposed making the first two years of
community college free for students who maintain a 2.5 GPA and
make good progress in obtaining their degrees.4
Despite such high praise, the sector suffers from serious flaws.
While more accessible to lower-income and minority students than
traditional higher-education institutions, community colleges experience the lowest graduation rates and highest student-loan default rates of any higher-ed sector. In recent years, among two-year
colleges, only community colleges have experienced a decline in
graduation rates, too.

Figure 1. Net Cost of Attendance
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America’s community college sector is a
particularly attractive option for students who
are underrepresented at four-year colleges. The
overwhelming majority of community colleges
have open admissions policies.6 Of U.S. highered sectors, community colleges enjoy the lowest
average cost for students living on campus
($13,277), for students living off-campus with
family ($8,339), and for students living offcampus without family ($15,896).7 The net cost

13

U.S. community colleges are two-year, not-for-profit public colleges geared toward students who wish
to transfer to four-year institutions or obtain specific skills. They typically grant associate’s degrees,
with the intent that students will eventually obtain
bachelor’s degrees. Community colleges tend to offer vocational training; a subset, “technical colleges,”
stress career education and offer certificates as well as
associate’s degrees.5

Despite the low cost of attending, community college students still rely on federal student aid to finance their education. Along with public four-year
colleges, community colleges receive the largest
percentage of Pell Grants—33 percent.12 However,
community colleges receive the smallest percentage
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I. INTRODUCTION

As a result, community colleges are second only
to for-profit colleges in enrolling low-income students. In 2007–08, 35 percent of community college students came from families earning less than
$40,000, while 37 percent came from families
earning $40,000–$79,000.9 Community colleges
also enroll larger percentages of older10 and minority11 students than traditional nonprofit fouryear schools.
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To incentivize change, policymakers should reward
community colleges that adopt these proven strategies; policymakers should also hold community
colleges more accountable for student outcomes by
rewarding high-performing schools and disciplining
low-performing schools. In addition, policymakers
should enact changes to America’s student-aid program to encourage students to graduate on time.
Collectively, such reforms can better maximize the
sector’s unmet promise.

of attending a community college—unlike the
cost of attending a public or private four-year
college—has declined by more than 20 percent
since the 2004–05 school year (Figure 1).8

20
12
–

Absent widespread improvement of outcomes,
America’s community colleges might not offer students a bargain—even if tuition were free. To make
community college a worthwhile investment, the
sector should learn from the small number of successful schools that employ intensive counseling to
help students graduate quickly. The sector should
also emulate schools in the for-profit college sector that keep students engaged by offering relevant
course work and internship opportunities.

Public 2-year colleges

*Includes net tuition/fees, plus room and board
Source: College Board

Public 4-year colleges
Private nonprofit 4-year colleges

of federal Perkins loans (0 percent), subsidized Stafford loans (14 percent), unsubsidized Stafford loans
(7 percent), and Parent PLUS loans (1 percent); and
the second-smallest percentage of Federal Supplemental Educational Opportunity Grants (21 percent) and Federal Work Study funds (16 percent).13
Because of their relatively low cost and low level of
federal funding, community college students took
on the smallest student loans—$4,800, on average—in 2011–12.14

II. POOR PERFORMANCE
While cheaper and more accessible to underrepresented students than traditional higher-ed institutions, America’s community colleges suffer from low
graduation (Figure 2) and loan-repayment rates; indeed, their graduation rates are the lowest of all U.S.
higher-ed sectors.
According to the National Student Clearinghouse
Research Center, only about 26 percent of community

college students earn their degree at their starting
institution within six years of enrolling; nearly 18
percent are still enrolled after six years; and nearly
43 percent have dropped out (Figure 3). (Roughly
3 percent of community college students complete
their degree at a different two-year institution, and
nearly 10 percent complete their degree at a different
four-year institution.)15
In contrast, U.S. private for-profit two-year colleges experience six-year graduation rates of about 57
percent; and private nonprofit two-year colleges, 36
percent. Further, for students entering two-year colleges between 2000 and 2010, only community colleges saw decreased graduation rates (17 percent).16
In addition to low graduation rates, U.S. community colleges transition only 20 percent–25 percent
of their students to four-year colleges.17

Figure 3. Six-Year Outcomes for Students
Entering Community College in 2008

Figure 2. Two-Year College Graduation
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Despite their low cost, U.S. community colleges also
experience the highest three-year student-loan default rates18—21 percent in 2011, up from 18.7 percent in 200919—of any higher-ed sector (the average
for all U.S. higher-ed sectors is about 14 percent)
(Figure 4).20 Further, the growth in community college student-loan default rates from 2009 to 2011
was second only to that experienced by students at
four-year public colleges.21
During 2004–05 to 2013–14, federal spending on
community college student loans more than doubled, from $5.3 to $11.1 billion.22 Because community college students often hail from low-income
families, high default rates inflict many more obstacles—notably, poor credit scores—to their upward
economic mobility.
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III. OBAMA ADMINISTRATION
PROPOSALS
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America’s College Promise
President Obama’s 2015 proposal to invest in
community colleges, America’s College Promise,
is also his most ambitious. The initiative would
transform the government’s mission—from one
centered on improving career and academic opportunities for current students to making community colleges “as free and universal as high
school” (and thus, presumably more attractive to
prospective students).27
America’s College Promise would make tuition
free for the first two years for students who
make “steady progress” toward obtaining their
degree, who attend school at least half-time, and
who maintain a 2.5 GPA. 28 And it would fund
U.S. Department of Education (ED) grants to
community colleges—as determined by, among
other factors, student outcomes (including
graduation and transfer rates to four-year institutions). 29 The federal government would pick
up three-quarters of the tab, with states on the
hook for the rest.

Following his predecessors’ bipartisan example,
President Obama has prioritized new investment
in community colleges. The 2009
American Recovery and ReinvestFigure 4. Three-Year Student-Loan
ment Act (the “stimulus bill”)
Default Rates, 2011*
created the Trade Adjustment Assistance Community College and
Career Training grant program.
Two-year public
TAACCCT dispersed $2 billion
over four years23 to help commuFor-profit
nity colleges create training programs for high-demand careers,
Overall
provide internships, and offer ac24
celerated learning options. In
Four-year public
February 2013, President Obama
unsuccessfully proposed an $8 bilFour-year
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Fund to train students in “high0%
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wage, high-skill” fields.25 Under
the initiative, states would have
*Percentage of students who have entered repayment on their loans and default
been provided funding to reward
within three years. For 2011, federal fiscal year used (October 1, 2010–September
community colleges that achieved
30, 2011).
excellent graduation rates.26
Source: College Board
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Under America’s College Promise, grant eligibility
would be limited to community colleges that both
offer degrees transferable to four-year colleges and
that offer “occupational-training programs” in highdemand fields. To improve graduation and employment rates, community colleges would be obliged to
implement “promising and evidence-based institutional reforms and innovative practices.”30

their main flaws. A 2013 Florida State University
paper finds that community college students tend
to work full-time while enrolled, leaving less time
for schoolwork.32 Other studies observe that many
community college students are academically ill
prepared when they enroll and that community
colleges struggle to move such students out of
remedial courses.33

By attempting to steer some students to community
colleges that offer vocational training in high-demand
fields, President Obama’s initiative correctly promotes
the notion that not everyone should attend a four-year
liberal arts college. The president’s rhetoric on improving outcomes also calls deserved attention to current
subpar outcomes at America’s community colleges. But
the initiative is not without flaws: while rightly rewarding schools with good graduation rates, it would do little
to fix the majority of community colleges that underperform; indeed, the initiative runs the risk of subsidizing a
few excellent schools while leaving many more—and the
students who attend them—to flounder.

Another common critique holds that community
colleges do not focus sufficiently on students’ goals.
A study on New York City’s community colleges, for
example, noted that students easily “get lost” and,
worse, “take too long to declare a major or program
of study.”34 This delay leads students to stay in school
longer than necessary.

America’s College Promise’s pledge to tie grant awards to
performance also merits skepticism. President Obama’s
2016 budget specifies that the federal formula to distribute aid will be based only “in part” on student outcomes,
such as graduation rates. 31 This qualification opens the
door for the federal government to weigh other factors
unrelated to student success—such as, say, the percentage of minority and low-income students—equally or
more heavily. All this suggests that the initiative’s primary
goal is not to improve student outcomes but merely to
direct more students to community colleges.
Though America’s College Promise appears unlikely to pass Congress, reformers should instead
consider better ways to improve outcomes at U.S.
community colleges.

IV. EXPLAINING POOR PERFORMANCE
Administering the right medicine to America’s ailing
community colleges requires correctly diagnosing

A study on California’s community colleges found
that students are more successful when they obtain a
large number of credits in their first year, stick with
their courses, and continue obtaining credits during
the summer.35 To graduate more students, the study
concludes, community colleges must do a better job
of encouraging students to stay on track.
The wide gap in graduation rates between community colleges that offer general education (26 percent) and those that offer focused vocational training (54 percent) supports this assertion (Figure 5).36
Dave Jarrett of InsideTrack, a firm that helps colleges
boost enrollment and graduation rates, succinctly

Figure 5. Six-Year Graduation
Rates, 2012–13
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states the problem: community colleges place greater emphasis on being “[places] of learning for all
citizens of the state” than on “producing associate’s
degree graduates.”37 If U.S. community colleges are
thus to achieve better outcomes, they must refocus
their energy away from grand dreams of establishing
Socratic agora and toward the more mundane task of
shepherding students to graduation.

V. ADDRESSING POOR PERFORMANCE
This author interviewed administrators at multiple
top-performing U.S. community colleges. The key
takeaway: active involvement in students’ progress
is essential to success. At Pamlico College in North
Carolina, which boasts a 78 percent six-year graduation rate,38 administrators attributed stellar outcomes to a robust advisory system. Ben Casey, Pamlico’s director of public affairs, points specifically to
the school’s computer-tracking system, which alerts
advisors if students fall behind on assignments.
When, for instance, one Pamlico advisor noticed
that a student had handed in only one-fifth of his
assignments, the advisor promptly spoke to the student, who revealed that he lacked access to a computer at home. The advisor subsequently—and successfully—arranged for the student to complete his
homework on the school library’s computers.39
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Judy Miner, president of Foothill College in California, which sports a 59 percent six-year graduation
rate, attributed her school’s strong performance to its
relentless evaluation of strategies to ensure student
success. Faculty, for example, attend meetings and
workshops where they share classroom experiences.
This attention to “what works for students,” says
Miner, combined with Foothill’s “comprehensive”
student counseling, produces excellent results.40
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Similarly, the City University of New York’s (CUNY)
Accelerated Study in Associate Programs41—which
offers reduced-cost tuition, frequent student counseling, and flexible course scheduling—achieves
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better outcomes for enrolled community college
students than for their non-enrolled, community
college peers.42
True, many community colleges—as well as local
and state governments—may lack the resources to
devote more faculty and administrative attention to
such initiatives, especially with the recent decline in
revenue per community college student.43 To help
remedy this, federal policymakers should revamp
their funding practices for community colleges as
well as for community college students.
Federal Funding as Stick and Carrot
The first broad federal funding reform should be
directed at community colleges. A reconsidered federal investment in community colleges would make
funds conditional on two criteria: a proven record
of above-average graduation rates and below-average
student-loan default rates; and a commitment to use
said funds to further improve advisory programs.
Federal funds would thus be directed almost exclusively to community colleges that demonstrate good
results, rather than to those that simply promise to
use federal dollars intelligently.
Revised eligibility standards, akin to the ED’s “gainful employment” measures applied to for-profit colleges, should withhold aid from community colleges
whose students fail to achieve a certain debt-to-earnings ratio—with similar strings attached for graduation and loan-default rates.
To provide underperforming community colleges with
the opportunity to improve, the federal government
should offer an initial warning, followed by a threeyear grace period in which to boost outcomes. For
community colleges so vastly behind that reaching the
new minimum standards in the allotted time would be
next to impossible, policymakers could instead require
such schools to demonstrate significant improvement
(a 20 percent increase in graduation rates, say, and a 20
percent decrease in loan-default rates). Failure to do so
would trigger financial sanctions.

While sanctions must be tough enough to bite, policymakers must not starve even the worst community colleges. Though federal student aid constitutes
only about 21 percent of community colleges’ revenues (state and local appropriations constitute 41
percent, on average),44 excessively draconian cuts in
federal aid would hurt the same students whom the
tougher standards are intended to help.
Instead, policymakers could make failing schools
ineligible for student loans but maintain their students’ Pell Grant eligibility. Because community college students benefit least from federal loans, such a
compromise would offer underperforming community colleges strong incentives to improve without
threatening to shut them down entirely. Once such
schools demonstrated sufficient improvement in
loan-default and graduation rates, federal studentloan eligibility could be restored.
The second broad federal funding reform should be
directed at community college students. Policymakers should incentivize students to graduate quickly by
making the generosity of aid contingent on progress.
Students currently become ineligible for direct, subsidized federal loans after 150 percent of the normal
graduation time for their programs—three years, in
the case of community college students—elapses.45
This rule should be extended to unsubsidized federal
loans: by increasing the rate of interest that students
are charged or by reducing the maximum loan that
students can receive after their fourth year.
Similarly, policymakers should change grant-eligibility rules. Currently, students can receive Pell
Grants for no more than 12 semesters (which generally translates to six years).46 This limitation is appropriate for students attending four-year colleges
but gives community college students, who should

technically finish after their second year, too little
incentive to graduate on time. A better policy would
reduce or eliminate Pell Grants for community college students after eight semesters (or four years).
For their part, community college administrators should think creatively about how to improve
graduation rates. They can learn from their peers at
technical and for-profit colleges, who expend great
energy directing their students to graduate and obtain meaningful employment. Missouri’s Linn State
Technical College, with its 64 percent six-year graduation rate,47 requires students to choose a major before enrolling; requires students to complete internships; and offers courses in subjects recommended
by an advisory board of local employers. Many forprofit colleges follow a similar approach.48

VI. CONCLUSION
Though often discussed as an essential stepping-stone
to middle-class life, America’s community college sector needs fundamental reform to deliver on its promise. Any attempt to enroll more students in community colleges should be coupled with measures to
improve outcomes. Policymakers should leverage federal student aid to reward high-performing schools,
encourage the implementation of intensive counseling services, and discipline schools that underperform
and students who take too long to graduate.
Community college administrators should redouble
efforts to keep students on the path toward graduation—by investing in advisory services, offering
relevant course work, and providing meaningful
internship opportunities. By taking these positive
steps, policymakers and administrators will make
community college a better investment for taxpayers and students.

Promise Unmet

7

ENDNOTES
1.

2.
3.
4.
5.
6.
7.
8.
9.

10.
11.
12.
13.
14.
15.

16.

17.

18.

Issue Brief No. 39

19.

8

Tom Watkins, “Obama Right on Community Colleges,” Battle Creek Enquirer, January 19, 1015, http://
www.battlecreekenquirer.com/story/opinion/columnists/2015/01/19/tom-watkins-obama-right-communitycolleges/22006065.
Byron Tau, “Community Colleges Long Seen by Presidents as Key to Education, Work Force,” Wall Street Journal,
January 9, 2015, http://blogs.wsj.com/washwire/2015/01/09/obamas-predecessors-also-loved-community-colleges.
Ibid.
Barack Obama, “Remarks by the President on America’s College Promise,” The White House, January 9, 2015, http://
www.whitehouse.gov/the-press-office/2015/01/09/remarks-president-americas-college-promise.
Conversation with Laurel Adler, superintendent of East San Gabriel Valley Occupational Program and Technical Center.
Grace Kena et al., “The Condition of Education 2014,” NCES, May 2014, http://nces.ed.gov/pubs2014/2014083.pdf,
156.
Ibid., 168.
“Average Net Price over Time for Full-Time Students, by Sector,” College Board, http://trends.collegeboard.org/
college-pricing/figures-tables/average-net-price-time-full-time-students-sector.
Sandy Baum and Kathleen Payea, “Trends in For-Profit Postsecondary Education: Enrollment, Prices, Student Aid
and Outcomes,” College Board, 2011, https://trends.collegeboard.org/sites/default/files/trends-2011-for-profitpostsecondary-ed-outcomes-brief.pdf, 2.
Kena et al., “The Condition of Education 2014,” 158.
Ibid., 160.
“Trends in Student Aid 2014,” College Board, 2014, https://secure-media.collegeboard.org/digitalServices/misc/
trends/2014-trends-student-aid-report-final.pdf, 19.
Ibid.
Kena et al., “The Condition of Education 2014,” http://nces.ed.gov/programs/coe/indicator_cug.asp.
Doug Shapiro et al., “Completing College: A National View of Student Attainment Rates—Fall 2008 Cohort,”
National Student Clearinghouse Research Center, November 2014, http://nscresearchcenter.org/wp-content/uploads/
SignatureReport8.pdf, 24.
“Graduation Rate from First Institution Attended Within 150 Percent of Normal Time for First-Time, Full-Time Degree/
Certificate-Seeking Students at 2-year Postsecondary Institutions,” http://nces.ed.gov/programs/digest/d14/tables/
dt14_326.20.asp.
Christopher M. Mullin, “Transfer: An Indispensable Part of the Community College Mission,” American Association
of Community Colleges, October 2012, http://www.che.sc.gov/CHE_Docs/Commission%20Calendar&Materials/
Nov2012MtgMaterials/AACC_Transfer_to_LUMINA.PDF, 8; U.S. Department of Education, “Community College
Student Outcomes: 1994–2009,” Web Tables, http://nces.ed.gov/pubs2012/2012253.pdf, 15. The relatively few
students who transfer generally fare well at their new institutions, with 62 percent earning a BA or higher within
six years after transferring. Students who transfer after earning a community college degree or certificate fare even
better, with 72 percent earning their four-year degree within six years after transferring. See Doug Shapiro et al.,
“Baccalaureate Attainment: A National View of the Postsecondary Outcomes of Students Who Transfer from Two-Year
to Four-Year Institutions,” National Student Clearinghouse Research Center, August 6, 2013, http://nscresearchcenter.
org/signaturereport5.
A three-year default rate measures the percentage of students who have entered repayment on their loans and
default within three years. “Behind the Numbers: Making Sense of Cohort Default Rates,” https://www.tgslc.org/pdf/
Behind-the-Numbers.pdf, 2.
“Student Loan Volume and Default Rates,” NCES, https://nces.ed.gov/programs/coe/pdf/coe_cug.pdf, 4. Years cited
use U.S. government’s fiscal year. Thus, for 2011: October 1, 2010–September 30, 2011; and for 2009: October
1, 2008–September 30, 2009.

September 2015

20. “Trends in Student Aid 2014,” College Board, 28. In 2011, community college students accounted for 24 percent of
all student-loan defaults—a slightly lower share, proportionately, than their overall numbers (28 percent of all U.S.
higher-ed students in 2009).
21. “Student Loan Volume and Default Rates,” NCES, 4.
22. “Trends in Student Aid 2014,” College Board, 20.
23. TAACCCT received the aforementioned funds as part of the 2010 Health Care and Education Reconciliation Act.
24. “Trade Adjustment Assistance Community College and Career Training Grant Program,” http://www.doleta.gov/
taaccct; “Obama Administration Announces $500 Million in Community College Grants to Expand Job Training
Through Local Employer Partnerships,” U.S. Dept. of Labor, October 19, 2012, http://www.dol.gov/opa/media/press/
eta/ETA20121885.htm.
25. “S. 1269 (113th): Community College to Career Fund Act,” GovTrack, https://www.govtrack.us/congress/bills/113/
s1269.
26. “Fact Sheet: A Blueprint to Train Two Million Workers for High-Demand Industries Through a Community College to
Career Fund,” The White House, February 13, 2012, http://www.whitehouse.gov/the-press-office/2012/02/13/factsheet-blueprint-train-two-million-workers-high-demand-industries-th.
27. “Fact Sheet: White House Unveils America’s College Promise Proposal: Tuition-Free Community College for
Responsible Students,” The White House, January 9, 2015, http://www.whitehouse.gov/the-press-office/2015/01/09/
fact-sheet-white-house-unveils-america-s-college-promise-proposal-tuitio.
28. Ibid.
29. Ibid.; U.S. ED, “Fiscal Year 2016 Budget,” 59.
30. U.S. ED, “Fiscal Year 2016 Budget,” 60.
31. See http://www2.ed.gov/about/overview/budget/budget16/summary/16summary.pdf.
32. Paul Fain, “Third Try Isn’t the Charm,” Inside Higher Ed, November 15, 2013, https://www.insidehighered.com/
news/2013/11/15/students-are-unlikely-graduate-if-they-stop-out-more-once-study-finds.
33. See, e.g., Tom Hilliard, “Mobility Makers,” Center for an Urban Future, November 2011, https://nycfuture.org/pdf/
Mobility_Makers.pdf, 13–15.
34. Ibid., 15.
35. Colleen Moore and Nancy Shulock, “Divided We Fail: Improving Completion and Closing Racial Gaps in California’s
Community Colleges,” California State University, Sacramento, October 2010, http://www.csus.edu/ihelp/PDFs/R_Div_
We_Fail_1010.pdf, iii.
36. Data collected from the Integrated Postsecondary Education Data System (IPEDS) database: http://nces.ed.gov/
ipeds/datacenter/InstitutionByName.aspx. Even when one compares students with similar backgrounds and career
interests, those who attend technical community colleges have higher certificate program and overall graduation
rates. See Judith Scott-Clayton and Madeline Joy Weiss, “Institutional Variation in Credential Completion: Evidence
from Washington State Community and Technical Colleges,” Community College Research Center, April 2011, http://
ccrc.tc.columbia.edu/media/k2/attachments/variation-credentail-completion-washington.pdf, 31-32. Though the
authors find that the difference in graduation rates within general and technical community colleges was larger than
the difference between them, they acknowledge that “institutional difference” accounts for technical community
colleges’ superior performance.
37. Nona Willis Aronowitz, “Dropping Out, Again: Why So Many College Students Never Graduate,” NBC News,
November 17, 2014, http://www.nbcnews.com/news/education/dropping-out-again-why-so-many-college-studentsnever-graduate-n246956.
38. IPEDS data.
39. Conversation with Pamlico College director of public affairs Ben Casey.
40. Conversation with Foothill College president Judy Miner.
41. “Fact Sheet: White House Unveils America’s College Promise Proposal.”
42. “Evaluation,” Accelerated Study in Associate Programs, http://www1.cuny.edu/sites/asap/evaluation.

Promise Unmet

9

Issue Brief No. 39

43. “Institutional Revenues per Student at Public Institutions over Time,” College Board, http://trends.collegeboard.org/
college-pricing/figures-tables/institutional-revenues-per-student-public-institutions-time.
44. Alicia C. Dowd and Linda Taing Shieh, “Community College Financing: Equity, Efficiency, and Accountability,” 2013,
39–40.
45. “Subsidized and Unsubsidized Loans,” Federal Student Aid, https://studentaid.ed.gov/types/loans/subsidizedunsubsidized#eligibility-time-limit.
46. “Federal Pell Grants,” Federal Student Aid, https://studentaid.ed.gov/types/grants-scholarships/pell#how-much-money.
47. IPEDS data.
48. Conversation with Linn State Technical College president Donald Claycomb.

10

September 2015

