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In 2015, the Colorado General Assembly passed HB15-1275, creating a tuition assistance
program for students enrolled in career and technical education certificate programs. The intent of
this program was to create a “talent pipeline” to address worker shortages in industries key to
Colorado’s economic success. The primary goal of this program was to address the many students
meeting the income eligibility requirements of the federal Pell Grant, but who may not meet the
credit hour requirements for federal aid.

Current eligibility for these programs, as with Pell Grant eligibility, is determined through
a FAFSA application. However, students are unlikely to complete this application if they are only
enrolled in short-term certificate programs. Without this information, participating institutions
were unable to direct funds to otherwise eligible students: last year, nearly half of allocated funds
were reverted due to an inability to find eligible students.’ This bill expands the eligibility for the
tuition assistance program to include students meeting a CCHE income eligibility standard,
thereby bypassing the need for a FAFSA application.

While workers have private incentives to pursue education, the persistent number of
unfilled middle-skill jobs indicates the existence of a market failure. Existing evidence indicates
that additional funding toward certificate and technical education will raise wages for workers,
providing a strong private incentive. Recent economic research has estimated that participation in
a career or technical education program will increase wages by 12% in the first year after
graduation, and over 8% over a seven years after controlling for pre-high school test scores, family

background, and college attendance."



This increase has a significant effect on the annual salary of the recipient. In 2008, the
hourly wage for a journeyperson was estimated to be $23.94/hour—translating to $49,795
annually. This level greatly exceeds the minimum poverty threshold for a family of four
($10.55/hour) while also exceeding the threshold needed for self-sufficiency ($21.11/hour).™
Given the significant benefits associated with completing these degrees, workers should have
incentives to complete these programs independent of government intervention.

Likewise, there is evidence that there are significant opportunities for workers that have
completed certificate degrees. These programs prepare students for what are referred to as ‘middle
skill” industries—careers that require any post-secondary education below a bachelor’s degree
from a four-year college. In Colorado, these industries are experiencing a severe need for
additional workers—a recent Denver Post article estimated as many as 16,000 advanced
manufacturing jobs go unfilled each year which could be filled by certificate workers."

This worker shortage is expected to grow. The 2017 report by the National Skills Coalition
found that 45% of job openings in Colorado between 2015 and 2025 will require middle-skill
training.” According to projections based on the Bureau of Labor Statistics, around half of all jobs
in Colorado required middle-skill education, but only 40% of workers are adequately trained for
these careers.

This problem, by itself, does not necessitate government action. The increase in wages
experienced after completing a career or technical education program should provide private
incentive for workers to pursue these programs without government assistance. Likewise, as the
number of middle-skill job openings is expected to grow relative to available middle-skill workers,
the wages for these jobs should also be expected to rise to incentivize additional workers. Finally,

it is a common practice for specific industries themselves to provide training to current employees



to match industry demands."' In theory, workers should have sufficient incentive to pursue these
programs absent government action.

However, as evidenced by the continued inability of employers to find qualified workers,
the market has been unable to reach equilibrium. By focusing on assistance to low-credit students,
HB17-1180 corrects for this market failure. In idealized economic theory, the decision to pursue
further education would be based on the increase in future lifetime earnings relative to the cost of
tuition and the temporary loss of income while pursuing a degree.

For many students—particularly low-income students—the decision to further education
contains more substantial obstacles. This is referred to in economic theory as a ‘market failure’—
students for whom the profits of pursuing further education outweigh the expenses nevertheless
elect against further education due to the high upfront costs.

The most notable driver of this market failure are the financial restrictions preventing low-
income workers from pursuing additional education. Low-income workers face constraints in
financing the high up-front costs of education, as they are unlikely to have savings or liquid assets
sufficient to cover the cost of these programs.

One option may be to finance education through a private loan. Low-income students,
however, may face difficulties in borrowing to finance education, as these workers may not be
able to provide sufficient collateral to guarantee a loan."" Because lenders are unable to forecast
the worker’s future earnings to perfect accuracy, the decision to provide a loan necessitates an
element of risk.

This circumstance produces two effects. First, viewing the high costs and uncertain returns,
loan providers may simply refuse to provide credit. Second, those lenders willing to provide

funding must add a risk premium to protect against the possibility of default. These interest rates



will be especially high for low-income students with few assets or little outside support. These
interest rates also increase given the high dropout rate in community colleges—Iast year, only 39%
of students entering community college graduated within six years, and a quarter of students do
not progress pas their first semester.V" Even with high expected future returns for completing these
degrees, the high costs of securing funding will dissuade students from pursuing further
education.™

While some students may offset these costs through Pell Grants and federal loans, the
students targeted through this program simply cannot dedicate the time to meet the minimum credit
eligibility for federal assistance. This bill increases assistance for low-credit certificate programs
that offer a practical alternative to full-time enrollment. By eliminating the need for cumbersome
requirements, this bill effectively diminishes the effect of this market failure.

Completion of career and technical education also has significant externalities for the
worker’s family and community. Increases in family income are positively associated with better
educational outcomes among children, including lower likelihood of dropping out of high school
and an improved probability of attending college.X Although secondary to the increased family
income, these improved educational outcomes carry significant positive social externalities. For
example, there is also evidence that further education reduces criminal activity and generates a
substantial social effect.”! Likewise, further education allows individuals to more effectively
participate in the political process.* Thus, the improved education outcomes experienced by the
children of assisted students has been shown to produce positive social externalities.

This bill expands eligibility for a program shown to increase wages for low-income
workers, create positive externalities for families and local communities, and helps workers

overcome barriers to education. These benefits, however, are only realized if the student continues



to graduation. Given the high dropout rates associated with community college programs, it is
advisable that the CCHE include a satisfactory academic standing requirement similar to that
required by federal Pell Grants. Given these changes, the passage of HB17-1180 is highly

encouraged.
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