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afford college”
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Tennessee is at the vanguard of the free-college movement. Launched in 2015, Tennessee Promise
makes technical and community colleges tuition-free for recent high school graduates in the state.'
With the addition of Tennessee Reconnect in 2018,adult students can attend tuition-free as well (see
Sidebox A). The efforts of the state’s leadership, especially its willingness to re-examine the program
and expand it to support adult learners, is commendable. But program details matter. This analysis of
Tennessee Promise and Reconnect examines the effects of the program’s design and recommends

Sidebox A. What Are Tennessee Promise and Tennessee
Reconnect??

Both Tennessee Promise and Tennessee Reconnect use state lottery funds
to pay tuition and fees for eligible associate’s and certificate programs.
Funds cover only tuition and fees remaining after other need and non-need-
based grants and scholarships—such as the Pell Grant, Tennessee HOPE,
Tennessee Aspire, Tennessee HOPE Access, and General Assembly Merit
Scholarship—are applied. Table 1 summarizes student eligibility and
program funding for Promise and Reconnect.

Table 1. Tennessee Promise and Tennessee Reconnect Details
TENNESSEE PROMISE TENNESSEE RECONNECT
STUDENT ELIGIBILITY

Attend a Tennessee College of Applied Technology, Tennessee community college, or
other approved associate’s degree program

Be a citizen or eligible non-citizen

Be a Tennessee resident

Not be an individual who is incarcerated

Complete a new application for the program every year
File a FAFSA
Maintain a 2.0 GPA

Complete a Tennessee high school,
home-school, or GED before 19th birthday

Be an independent student

Enroll at least half-time and maintain
continuous enrollment

Enroll full-time and maintain continuous
enroliment

Participate in a Reconnect Success Plan

Not hold an associate’s or bachelor’s
degree, not have an outstanding college
balance, not be in default on a student loan

Attend meetings before enrolling, and
complete eight hours of community
service each semester

PROGRAM COSTS
Expected 2018-19 cost is $11.2M

Expected 2018-19 cost is $33.3M

Funded through earnings from a
Tennessee Lottery reserves trust and
unspent funds from the Tennessee
Education Lottery Scholarship program

Funded through the Tennessee Education
Lottery Scholarship program

enhancements that will redirect program resources
to help low-income students pay for college.?

Tennessee Promise is a last-dollar program,
meaning the state covers any tuition and fees not
already covered by other grant aid, such as Pell
Grants. This follow-up analysis to Limited Means,
Limited Options examines the impact of Tennessee
Promise for three students who represent today’s
college-goers from different household types and
income backgrounds: Jin Sook, Hakim, and Maria
(see Sidebox B).* This analysis reveals that, despite
its best intentions, Tennessee Promise distributes
state funding inequitably, providing the greatest
financial benefit to a wealthy student while offering
no additional support to low-income and work-
ing-class students with greater financial need.®

Because of the program’s design, low-income
students who receive Pell Grants receive less, if any,
Promise funding than students who are ineligible for
Pell. In fact, a recent report on Tennessee Promise
shows that about half of Promise students receive
$0, and of those zero-dollar Promise students, 98
percent are Pell recipients (the report, however, does
not cover Tennessee Reconnect). Among non-zero
Promise students, less than 3 percent receive Pell
Grants.® This is a problem. While the Pell Grant is a
critical investment in students and our economy, its
purchasing power has declined, so that on its own, it
does not make college fully affordable for low-
income and working-class students. State invest-
ment should build on the federal Pell investment to
tackle affordability for students with the greatest
financial need, helping to strengthen the state’s
workforce and giving low-income Tennesseans
greater opportunity for upward economic mobility.
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Sidebox B. Three 21st-Century College Students
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How affordable were Tennessee colleges before Tennessee Promise?

Using the “Rule of 10,” we consider a college to be affordable if a student can cover all college costs—

tuition and fees, room and board, books and supplies, and other educational expenses—by saving 10

percent of their family’s discretionary income for 10 years before college, working 10 hours a week at
minimum wage during college, and using grants and scholar-

Net Price = Tuition and fees + room and board + books ships.” In other words, each student has their own “Affordability
and supplies + other educational expenses - grants/ Threshold,” which indicates what they can afford given their family

scholarships

circumstances.

Ails e EETLyybiEie] = 1oz el elta oy s After accounting for expected family savings, student earnings,
x 10 years + earnings from 10 hours/week of student work and grants and scholarships, we find that the low-income students

in our analysis—dependent (Hakim) and independent (Jin Sook),
who have $3,625 available to pay for college each year—could not afford to attend any of the 22 two- or
four-year public colleges in Tennessee before Tennessee Promise was implemented. Yet Maria—the
high-income dependent with more than $32,000 available annually for college expenses—had more
than enough resources to afford all four- and two-year public colleges in the state (see Figure 1).

Figure 1 below shows each student’s unmet need, which represents the additional amount they need
to pay for college (a negative number indicates unmet need) or overmet need, which represents the
excess amount they have in family resources and grant funding after paying for college (a positive
number indicates overmet need). Perhaps surprisingly, the low-income students only have slightly more
financial need at four-year colleges than at two-year colleges, despite higher tuition at four-year institu-
tions. This is because low-income students like Jin Sook and Hakim who attend four-year institutions in
Tennessee receive more grant aid than those who attend two-year colleges, on average.

Figure 1. Before Tennessee Promise, a high-income student could afford college in Tennessee,
but low-income students could not.

Annual unmet or overmet financial need for three college students before Tennessee Promise was implemented

$18,078
$14,255

-$7,539 -$7,291 $8.376 -$7,203

Unmet Need Overmet Need

Unmet or Overmet Need
Affordability Threshold — Net Price

Two-year colleges Four-year colleges

JIN SOOK (low-income independent) HAKIM (low-income dependent) MARIA (high-income dependent)

Note: Net prices are means across Tennessee public colleges based on net price calculator output and represent prices for one year of college. The Affordability
Threshold calculation is based on Lumina’s Rule of 10. A negative unmet need indicates that an individual needs funding to afford college. A positive overmet
need indicates that a person has extra resources even after paying for college.
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How affordable are Tennessee colleges after Tennessee Promise?

While the low-income students in this analysis—Hakim and Jin Sook—clearly have the greatest finan-
cial need, Maria—whose family makes more than $160,000 annually—benefits the most from Tennessee
Promise (see Figure 2). She would receive more than $1,400 in state subsidies to attend a Tennessee
community college, as shown in Figure 2, even though she could more than afford the $14,000 average
net price without additional state support, as shown in Figure 1. Meanwhile, Hakim and Jin Sook do not
receive Tennessee Promise funding because they receive Pell Grants that already cover the relatively
low tuition and fees at Tennessee community colleges. Their most pressing financial needs involve
paying for non-tuition educational expenses that exceed their grant aid—expenses that are ineligible for
Tennessee Promise funding. Yet the lack of an income cap directs scarce funds toward someone who
otherwise is able to pay. These funds could cover a larger portion of the attendance costs for the low-in-
come, working-class students.

Figure 2. A high-income student receives a Tennessee Promise award, while a low-income student
receives no funding from Tennessee Promise.

Estimated annual financial benefit from Tennessee Promise for three college students

$1,446

Tennessee Promise cannot be
used for a bachelor’s degree

$0 $0 $0 $0 $0

Two-year colleges Four-year colleges

Additional aid that Tennessee Promise
provides to students

JIN SOOK (low-income independent) HAKIM (low-income dependent) MARIA (high-income dependent)

Note: Tennessee Promise awards are estimated as the average amount that tuition and fees exceed existing grant aid, based on the net price calculator
output for each student. While two public four-year colleges in Tennessee offer eligible associate’s degree programs, bachelor’s degrees represent the
majority of the degrees conferred at those institutions, so this analysis classifies them as four-year colleges, ineligible for Tennessee Promise.

Below is a breakdown of each student and how Tennessee Promise would affect their ability to pay for
college.

Jin Sook, a low-income mother of two, would receive no financial benefit from Tennessee Promise
because her Pell and other grant aid would cover tuition and fees at Tennessee community colleges
(see Figure 2). She would still face substantial financial need (more than $7,500 at a Tennessee two-year
college and $8,000 at a four-year college, see Figure 1) after accounting for her grants and earnings
from work. Because her income falls below 200 percent of the Federal Poverty Guideline, this analysis
assumes she is unable to contribute any savings towards her education.

Hakim, a low-income dependent, also would not benefit financially from Tennessee Promise because
his Pell and other grant aid already covers tuition and fees at a Tennessee community college (see
Figure 2). But paying other college expenses would still be a challenge. Even after grants and expected
earnings, he would need more than $7,000 to afford a Tennessee public four- or two-year college (see
Figure 1). Like Jin Sook, his family would be unable to save for college because their household
income falls below 200 percent of the Federal Poverty Guideline.

Maria, a high-income dependent, could afford any public college in Tennessee without Tennessee
Promise because her family’s income is high enough to allow them to save for her education (see
Figure 1). Yet because she is ineligible for need-based aid, such as the Pell Grant to pay tuition and
fees, Tennessee Promise subsidizes tuition costs for her at any community college in Tennessee (see
Figure 2). Maria’s benefit from Tennessee Promise would be even larger if she did not already receive
other state funds through the non-need-based Tennessee HOPE Scholarship.

This analysis examines three students, who are similar to many of today’s college-goers, but it does not
attempt to identify every type of student who would benefit—or not benefit—from Tennessee Promise.
For instance, a student who is ineligible for Pell because her income is too high and ineligible for HOPE
because her academic qualifications are too low would receive a substantial Tennessee Promise award.
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What are core tenets of a more equitable free-college program?

Making college more affordable is a laudable state policy goal and worthy of taxpayer investment.
Public investment in higher education pays off, not just for students, but also for states, which reap the
economic benefits of a skilled workforce. States implementing free-college programs are touting a clear
message of free tuition, and data show that college-going rates in Tennessee increased after the
program began.® However, free-college programs can maintain simple messaging to encourage college
attendance while promoting equity more effectively.

To responsibly steward taxpayer dollars, policies should target limited resources toward students of
limited means. The following recommendations would improve free-college policies in Tennessee and
other states.

Invest first and foremost in low-income students. Setting an income cap on Tennessee Promise
eligibility would allow the state to focus resources on low-income students, who need support to pay
expenses at two- or four-year colleges, instead of on high-income students, who already can afford to
attend college. Nationally, the average low-income student today must find a way to finance an amount
equivalent to 157 percent of their family income to pay for college, while a high-income family can
attend for a much more manageable 14 percent of their family’s income.® To make a difference for the
students struggling the most to pay for college, free-college programs should target aid toward low-in-
come students.

Fund non-tuition expenses for low-income students. Low-income students need financial aid to
help pay college tuition and other college expenses, so free-college programs should allow state
“free-college” dollars to fund non-tuition expenses. Similarly, states should shift from a last-dollar model,
which only pays tuition expenses that are not already covered by grant aid like the Pell Grant, to a first-
dollar model that uses state funds to pay students’ tuition, allowing students to use Pell Grants and
other grant aid to cover expenses such as room, board, and books.

Include four-year colleges. Expanding Tennessee Promise to four-year colleges would meaningfully
open more doors for low-income and working-class students to pursue the type of credential that is the
best fit for them. Equitable support for two- and four-year programs can help to combat income stratifi-
cation within our higher education system.

Support state need-based grant programs. Free-college programs interact with state grant
programs, and implementing free-college promises should not come at the expense of existing grant
programs that help low-income students. Also, new free-college programs offer states an opportunity
to reexamine state non-need-based grants, such as Tennessee HOPE. Non-need-based grants, which
often disproportionately benefit higher-income students, should be redirected into need-based grants
or equity-minded free-college programs so that state dollars are directed toward helping low-income,
working-class students pay tuition and other college expenses.

Avoid restrictive or punitive requirements. Program details matter. State policymakers should
prevent restrictive academic requirements that could disproportionately exclude low-income students;
include eligibility for marginalized populations, such as students who are incarcerated; and avoid
punishing students for pursuing work or family commitments in another state after college. Some
free-college programs come with high-stakes and complicated conditions such as converting grants to
loans based on student work and living decisions after college. Tennessee’s program does not include
such punitive conditions and should continue to avoid them.

Following these tenets would have tangible impacts for low-income students, minimizing the price
barriers they face. Figure 3 shows how implementing these tenets in the Tennessee Promise program
would reduce prices for low-income students Jin Sook and Hakim. By converting Tennessee Promise
from last-dollar to first-dollar, instituting an income cap, and opening eligibility to students attending
four-year institutions, Jin Sook and Hakim would receive an additional $3,400 each to attend commu-
nity college or about $8,000 more to attend a four-year institution. Even though the income cap would
make Maria ineligible for Promise aid, she still could afford college given her family’s high income.
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Figure 3. Implementing IHEP’s free-college tenets would make college more affordable
for low-income students.

Annual net prices for three college students under different state policies
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JIN SOOK (low-income independent) Pre-TN Promise Current TN Promise First-dollar program at public four- and two-year colleges with income cap
HAKIM (low-income dependent) Pre-TN Promise Current TN Promise First-dollar program at public four- and two-year colleges with income cap
MARIA (high-income dependent) Pre-TN Promise Current TN Promise First-dollar program at public four- and two-year colleges with income cap

Targeted state investment in higher education can help low-income and working-class students tackle
daunting college affordability challenges. Tennessee has led the nation in implementing a statewide
free community college program. It has spread a clear “free-tuition” message to students across the
state and thoughtfully revisited the program’s original design to expand it to serve returning adult
students. Yet, low-income, Pell Grant recipients generally do not receive funding through Tennessee
Promise. As other states learn from Tennessee’s efforts—and as Tennessee continues to consider ways
to refine and enhance its own programs—equity must be at the center of free-college program design.
Equity-driven state investment that direct dollars toward students with financial need can go a long way
toward driving economic development for the state and socioeconomic mobility for students with
limited means and limited college options.
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