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Does Spending on Higher Education Drive Economic Growth? 
20 Years of Evidence Reviewed 

by Jon Sanders, Higher Education Policy Analyst, John Locke Foundation

EXECUTIVE SUMMARY

At a time when every dollar counts, appropriation decisions must be based on fact, not fiction – no matter
how noble the fiction. Arizona’s taxpayers subsidize the estimated 6.8 percent of residents enrolled in the state’s
two-year and four-year colleges and universities. Taxpayers also subsidize the one-third of enrollees who are
nonresidents. What is the return on this investment?

Research has long shown that college graduates earn significantly more than nongraduates. Conventional
wisdom holds, likewise, that public spending on higher education drives economic growth. Using data from all
50 states and spanning two decades, this study puts that conventional wisdom to the test and attempts to
determine whether taxpayers are getting a good return on their money.

Three distinct regressions find no consistent, statistically significant impact of higher-education
appropriations on states’ economic growth. Indeed, a stronger relationship is found when the models are reversed,
suggesting that a better case can be made that growth drives spending, rather than spending driving growth.

Comparing states’ higher-education appropriations and gross state products also yields no solid evidence that
spending drives economic growth. For example, 2 of the 10 fastest-growing states from 1981 to 2000 experienced
real decreases in per capita higher-education appropriations, while 3 of the 10 slowest-growing states were among
the top 10 in growth of real higher-education appropriations. From 1991 to 2000, none of the top 10 states in
greatest higher-education appropriations were among the top 10 in economic growth. During the same time,
Arizona was 46th among the 50 states in real higher-education appropriations per capita – actually appropriating
less in 2000 than in 1991 – yet it was the 16th fastest-growing state. Finally, analysis suggests no connection
between the presence of prestigious universities in a state and its economic growth.

This study is the first in a series examining the impact of higher-education spending and investment on
Arizona’s economy.
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EEppiicceenntteerrss  ooff  EEccoonnoommiicc
DDeevveellooppmmeenntt??

According to the U.S. Department
of Education, national enrollment at
degree-granting institutions is projected
to increase between 2000 and 2012,
most significantly among the traditional
college population 18 to 24 years old.1

Total college enrollment is projected to
be 18 million in 2012, 15 percent more
than in 2000. Among public, degree-
granting institutions, enrollment is
likewise expected to increase 15 percent,
from 12 million in 2000 to 13.5 million
in 2012.2

Research has long shown that college
graduates have significantly greater
lifetime earnings than nongraduates. By
some estimates, the average college
graduate with a bachelor’s degree earns
54 percent more than the average high
school graduate and 104 percent more
than the average person without a high
school diploma (the differences for
advanced degrees are even greater).3

Individual earning power, then, can be
expected to increase substantially, based
on U.S. Department of Education
college enrollment projections.

As personal investment in higher
education significantly increases an
individual’s earning power, real public
appropriations for higher education per
capita would seem likely to translate into
increased gross state product per capita.

That is, state funding of higher
education would appear to be good for
the economy, and what’s good for the
economy is generally considered good
for everyone.

In fact, the assumption that state
support of the university system drives
the state’s economy has become
entrenched among Arizona policy-
makers. Consider the following
statements:

•• “It is imperative that the state
recognize the crucial role of higher
education as a driver for Arizona’s
New Economy and increase the
financial support required for higher
education to effectively fulfill this
role. The result will be an enhanced
contribution by higher education to
quality of life and the economy of
the state.” – Arizona at Risk: An
Urgent Call for Action, Report of the
Governor’s Task Force on Higher
Education4

•• “The State of Arizona has been
consistently spending less and less
on higher education as a fraction of
personal income (43% less since
1979!) and of the total state budget.
This trend obviously has to be
reversed, or the decline of the
universities will eventually erode the
state’s economy and quality of life.”
– Paul Sypherd, senior vice president
for academic affairs and provost, and
Elizabeth Ervin, vice provost for

The assumption that
state support of the
university system drives
the state’s economy has
become entrenched
among Arizona policy-
makers.

DDooeess  SSppeennddiinngg  oonn  HHiigghheerr  EEdduuccaattiioonn  DDrriivvee  EEccoonnoommiicc  GGrroowwtthh??  
2200  YYeeaarrss  ooff  EEvviiddeennccee  RReevviieewweedd  

by Jon Sanders, Higher Education Policy Analyst, John Locke Foundation
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The vast majority of
people in any state are
not enrolled in college,
yet they help pay the
way for the small
minority who are
enrolled.

academic personnel, University of
Arizona5

•• “It is time to stop viewing
universities...as easy marks to
balance the budget. Instead, we
must recognize them as epicenters of
economic development. They
educate the workforces of tomorrow,
and their research expands our
horizons.” – Governor Janet
Napolitano6

Using data from all 50 states and
spanning more than twenty years, this
study tests policymakers’ assumption
that there is a direct correlation between
increased public spending on higher
education and economic growth. This
study is the first in a series designed to
examine the impact of higher-education
spending and investment on Arizona’s
economy. 

TThhee  MMaannyy  PPaayy  ffoorr  tthhee  FFeeww

The vast majority of people in any
state are not enrolled in college, yet they
help pay the way for the small minority
who are enrolled. Nationally, an average
of 5.4 percent of a state’s resident
population is enrolled in higher
education annually.7 Thus, the federal
and state tax dollars of the many pay for
the few to attend public institutions of
higher education.

During fiscal year 2000, public,
degree-granting institutions8 nationwide
received these amounts:

•• Federal appropriations totaled
nearly $42 billion (32 percent of
revenues) for four-year institutions
and more than $16 billion (57
percent of revenues) for two-year
institutions.
•• Tuition and fees totaled $23
billion (18 percent of revenues) for
four-year institutions and nearly $6
billion (20 percent of revenues) for
two-year institutions. These
amounts include government Pell
grants paid to students at those
institutions.
•• Government grants and contracts
accounted for the third-highest
portion of total revenues: $18 billion
(14 percent of revenues) for four-
year institutions and more than $3
billion (12 percent of revenues) for
two-year institutions.9

Federal tax dollars, allocated directly
to institutions or indirectly to the
students who attend them, accounted
for 46 percent of all revenues (not
including Pell grants) at four-year,
public, degree-granting institutions and
69 percent (not including Pell grants) of
all revenues at two-year, public, degree-
granting institutions. 

Though federal investment in public
higher education was $79 billion in
2000 (not including Pell grants), only a
fraction of any state’s resident
population enrolls in higher education.
Arizona ranks fifth among states in
highest percentage of residents enrolled
in higher education,10 at 6.8 percent,
including both full-time and part-time
students.11
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In the fall of 2000, 105,000 Arizona
students were enrolled full-time in four-
year, degree-granting institutions, while
nearly 175,000 were enrolled full-time
at two-year institutions.12 Therefore, 5
million Arizonans (fewer than 4 million
of whom are 18 years old and above)
paid the lion’s share through their federal
tax dollars13 for only 2.7 percent of
Arizona’s adult population to attend the
four-year Arizona university system full-
time, and for only 4.5 percent of its
adult population to attend the two-year
Arizona community college system full-
time.14

Arizonans also pay a significant
amount through their state taxes. In
fiscal year 2001, total appropriated
funds for the Arizona university system
were $993 million. For community
colleges, combined appropriations from
the general fund and from other
appropriated funds totaled nearly $135
million.15

As a result of Proposition 301, which
voters approved in November 2000,
Arizona taxpayers also fund public
education through a 0.6 percent increase
in the state sales tax. All funds raised
through the Proposition 301 tax increase
are dedicated to education, which
includes K-12 as well as universities and
community colleges. The Arizona Board
of Regents, which administers the funds
through the Technology and Research
Initiative Fund, estimates that additional
annual revenues for fiscal years 2002-
2006 will range from $45 million to $55
million.16 Over 20 years, the universities’
share (12 percent) is projected to be $1.1
billion.17

The sales tax increase has not
generated controversy, but university
students have protested a recently
approved tuition increase of $1,000 per
undergraduate. The University of
Arizona, however, reassures those who
share the students’ concern: “It’s
important to realize that education for
all Arizona residents is already highly
subsidized, and will remain so. An
Arizona resident undergraduate pays a
mere $2,500 toward an education that
in fact costs more than $12,000 to
provide. That’s a significant subsidy.”18

RReettuurrnn  oonn  IInnvveessttmmeenntt

What is the return on this
investment for Arizona’s taxpayers?

In 2000, the Board of Regents
reported: “Arizona’s universities receive
funding from the state, and the
universities give back technology,
trained workers, payroll, local purchases,
and a broader tax base to the economy of
the state. The overall annual economic
impact of the universities is estimated to
be more than $5.3 billion.”19

Basing their 2002 report on fiscal
year 1998 and 1999 university data, the
Board of Regents found that the state’s
three public universities had a combined
estimated economic impact on their
local communities of more than $4.4
billion, in addition to creating more
than 89,000 jobs. Roughly one-quarter
of those jobs are held by people who live
in Arizona.20 While the reported

In fiscal year 2001,
total appropriated
funds for the Arizona
university system were
$993 million. What is
the return on this
investment for Arizona’s
taxpayers?
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Although Arizona’s
economic growth
during the 1990s
occurred amid
diminished per capita
higher-education
spending, actual and
proposed cuts have been
criticized as being a
threat to the state’s
economy.

economic impact of Arizona’s
universities dropped by nearly $1 billion
from 2000 to 2002, employment in
Arizona during that period grew by an
estimated 125,000 jobs, from 2,325,000
to nearly 2,500,000.21

Beginning in 1993 at less than 1.7
million jobs, employment in Arizona
grew steadily for nearly a decade before
leveling off in 2002 at more than 2.5
million.22 Meanwhile, from 1991 to
1998, per capita state funding for higher
education decreased by more than 35
percent, from $210 to $133.23 Further,
in fiscal years 2002 and 2003, budget
cuts of $48 million and $19 million
were enacted,24 with further cuts
proposed for fiscal year 2004.25

Although Arizona’s economic
growth during the 1990s occurred amid
diminished per capita higher-education
spending, actual and proposed cuts have
been criticized as being a threat to the
state’s economy. In its 2002 report titled
Arizona’s Economic Future, the Arizona
Department of Commerce concludes
that college education is critical to
competitiveness because it provides a
talented pool of skilled workers and
entrepreneurs. The report also notes that
college-educated residents have signifi-
cantly higher earnings than those with
only a high school diploma.26

Yet a fundamental flaw of the
department’s argument is revealed on
the next page of the report. For resident
spending on public education to be a
sound investment, it must be current or
future residents who attend in-state

universities, earn degrees, and remain in-
state, infusing the state’s economy with
their higher individual earnings and
productivity after they graduate. 

At best, the economic boosts
described by the Board of Regents are
short-term and fluctuate annually. The
regents’ economic impact estimates are
based on direct and indirect economic
activity, which includes faculty, staff,
and student employment; university
purchases of services, supplies, and
equipment; as well as consumer
spending by faculty, staff, students, and
visitors.27

Contributions to longer-term
economic growth would appear only
after university students graduate, and
only if those graduates remain in-state.
The Department of Commerce notes
that Arizona’s university system does
attract the “best and brightest” students,
many of whom are from outside the
state. During 2000, for example, 31
percent of in-state college enrollments
came from outside Arizona.28

According to the Department of
Commerce, a crucial element to
economic growth is encouraging out-of-
state businesses to open in Arizona. This
means that their workers and their
families must be willing to relocate and
enroll their primary and secondary
school-age children in Arizona schools.
The department concludes that
attracting out-of-state college students is
essential because Arizona universities
must be relied on to “partially offset the
detrimental effects of a weak K-12
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school system,”29 one whose high school
completion rate ranks last nationally.
Among students who graduate from
high school, only 45 percent enroll in
college, which puts Arizona 47th
nationally30 in share of high school
students who enroll in college.31

Moreover, 8 percent of Arizona high
school graduates enroll in out-of-state
institutions.32

Thus, the majority of residents pay
for the Arizona university system
through their state and federal tax
dollars, while nearly a third of the
students enrolled are from out-of-state.
In addition, there is no guarantee that
graduates from the Arizona university
system will remain in the state.33

In response to budget cuts already
enacted, the Board of Regents
concluded: “Our universities are facing a
critical problem that threatens their
quality and vitality and erodes the
contribution they make to the economic
well-being of Arizona.”34 According to
the regents’ own estimates, however, the
Arizona university system’s contribution
accounted for 89,000 jobs, or only four
percent of all Arizona jobs in 1999. 

TThhee  IImmppaacctt  ooff  EEdduuccaattiioonn
SSppeennddiinngg  oonn  EEccoonnoommiicc  GGrroowwtthh  

What is the relationship between
public support of higher education and a
state’s economic growth?35

To test for correlation between

increased state spending on higher
education and state growth, this study
presents the results of regression analyses
that compare real growth of gross state
product (GSP) per capita in the 50 states
during the study period with their real
increases in higher-education appro-
priations per capita, allowing for up to 5
years’ worth of lagged effects.

Regression Tables 1, 2, and 3 (see
Appendix) use three approaches to test
the relationship between a state’s per
capita higher-education appropriations
and its per capita economic output, or
GSP: 

•• Table 1 tests the correlation
directly.
•• Table 2 tests the correlation
according to the annual change in a
state’s higher-education appro-
priations per capita (the difference
between one year’s amount and the
previous year’s) and its economic
output per capita.
•• Table 3 tests the correlation
according to the annual percentage
change in a state’s higher-education
appropriations per capita (the
percentage increase or decrease of
one year’s amount over the previous
year’s amount) and its economic
output per capita.

Where Table 1 tests just the annual
amounts, Tables 2 and 3 test whether
growth (or lack thereof ) in a state’s per
capita higher-education appropriations
explains growth (or lack thereof ) in a
state’s per capita economic output. A
detailed explanation for interpreting key

According to the regents’
own estimates, the
Arizona university
system’s contribution
accounted for 89,000
jobs, or only four
percent of all Arizona
jobs in 1999.
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At best, the results
demonstrate a weak
positive correlation
between spending on
higher education and
GSP. Where a
correlation exists, it is
positive in some years
and negative in others.

statistics precedes the regression tables in
the appendix.

Each regression model reveals a
correlation between a state’s per capita
higher-education appropriations and its
per capita economic output, but in each
model the correlation is slight:

•• Designed to measure how well
higher-education spending explains
economic growth, Table 1 finds it
has weak explanatory power. On a
scale of 0 to 1, the explanatory value
is only 0.14.
•• Table 2 tests the more specific
correlation between the annual
change in higher-education appro-
priations and economic growth. The
strength of the correlation is only
0.15.
•• Table 3 tests the specific
correlation between the annual
percentage change in spending and
the annual percentage change in
economic growth. This is the
weakest correlation of all, rating only
0.06 on a scale of 0 to 1.

Each statistic indicates very little
correlation between GSP and higher-
education appropriations or the annual
change in them.

Nevertheless, Table 1 demonstrates a
direct correlation between a state’s per
capita higher-education appropriations
and its per capita economic output, but
only in the case of current-year
appropriations. However, the correlation
is negative (-36.75), suggesting that
increased current-year appropriations

have, if anything, an adverse impact on
GSP.36

Table 2 suggests that the current-
year annual change in real per capita
appropriations is significant, as are the
2-year and 3-year lags in annual change
in real per capita appropriations. The
current-year and 3-year lag changes
show positive correlations between
spending and economic growth, but the
correlation is negative (-6.84) for the 2-
year lag.

In Table 3, the current-year, 3-year,
4-year, and 5-year lags in per capita
annual percentage change in real
appropriations appear significant. While
the current-year and 3-year lag variables
indicate a positive effect on annual
percentage change in real GSP per
capita, the 4-year and 5-year lag
variables indicate a negative relationship.

At best, the results demonstrate a
weak positive correlation between
spending on higher education and GSP.
Where a correlation exists, it is positive
in some years and negative in others.
The only consistent finding among the
models is a significant correlation
between current-year GSP and current-
year state appropriations for higher
education, but the correlation does not
consistently hold for subsequent years.
This suggests that current-year
appropriations for higher education do
not translate into long-term economic
growth.

Contrary to expectations, the
strongest demonstrable correlation
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The case for the
growth-drives-spending
models is stronger than
for the spending-drives-
growth models.

between higher-education spending and
economic growth is negative (see Table
1). Thus, according to these regression
analyses, increasing higher-education
spending may actually decrease GSP.

DDooeess  EEccoonnoommiicc  GGrroowwtthh  DDrriivvee
HHiigghheerr--EEdduuccaattiioonn  SSppeennddiinngg??

Tables 1, 2, and 3 show only a weak
correlation between a state’s higher-
education appropriations per capita and
its economic output per capita. The
strongest correlation suggests that a
state’s per capita higher-education
appropriations may actually have a
negative effect on its per capita economic
output.

The results suggest that the model
may be backward. Rather than state
spending on higher education driving a
state’s economy, perhaps a state’s
economic growth drives its spending on
higher education. Tables 4, 5, and 6 (see
Appendix) show the results of regression
analyses testing the proposition that
growth drives spending.37

Each regression model reveals a
slightly more robust relationship once
the model is reversed:

•• Table 4 finds a stronger direct
correlation for growth-drives-
spending. On a scale of 0 to 1, the
strength of the correlation is 0.16
(compared to a correlation of 0.14
for spending-drives-growth).
•• Table 5 tests the correlation

between the annual change in
economic growth and higher-
education appropriations. The
strength of the correlation is 0.31,
which is more than twice as strong as
in the reverse model tested in Table
2 (0.15). 
•• For the correlation between the
annual percentage change in
economic growth and the annual
change in higher-education
appropriations tested in Table 6, the
strength of the correlation is 0.15,
on a scale of 0 to 1. Again, this
correlation is more than twice as
strong as in the reverse model tested
in Table 3 (0.06).

The case for the growth-drives-
spending models is stronger than for the
spending-drives-growth models. Not
only are the fits better, but the
independent variables (GSP, or the
annual change in GSP) are highly
significant. These models also tested for
lagged effects up to 5 years, and they
found highly significant lags going back
2 years in the annual change models
(Tables 5 and 6) and 1 year in the simple
model (Table 4).

In short, if economic growth and
education spending are related,
economic growth appears to drive
education spending, rather than
education spending driving economic
growth.
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Mississippi ranks 49th
in economic activity per
capita yet is 1st in per
capita higher-education
appropriations. Simi-
larly, North Dakota
ranks 41st in per capita
economic activity yet is
3rd in per capita
higher-education
appropriations.

CCoommppaarriinngg  SSttaattee  GGrroowwtthh  ttoo  SSttaattee
SSuuppppoorrtt  ffoorr  HHiigghheerr  EEdduuccaattiioonn

Regression analyses suggest that the
proposition that higher-education
spending drives the economy is false. We
can, however, look at that assumption
from another perspective. If growth
drives education spending, states with
the greatest economic activity should
have the greatest support of higher
education. Conversely, states with the
least economic activity per capita should
have the least support of higher
education per capita. We can examine
these premises using 2000 per capita
GSP38 as the measure of state economic
activity and using 1999-2000 per capita
state appropriations for higher
education39 as the measure of state
support for higher education. 

To provide one-year, 20-year, and
10-year perspectives, Tables 7, 8, and 9
(see Appendix) rank the 50 states as
follows:

•• For a one-year perspective, Table 7
ranks the states according to real
GSP and real appropriations for
higher-education per capita for
2000.
•• For a 20-year perspective, Table 8
ranks the states according to the
change in real appropriations for
higher-education per capita for 1981
to 2000 and the change in real GSP
for 1981 to 2001.
•• For a 10-year perspective, Table 9
ranks the states according to the
change in real appropriations for
higher education per capita for 1991

to 2000 and the change in real GSP
for 1991 to 2001. 

AA  OOnnee--YYeeaarr  VViieeww  ooff  RReeaall  GGSSPP  vvss..
AApppprroopprriiaattiioonnss

As Table 7 shows, some states with
the greatest per capita economic activity
have the least per capita state support for
higher education. Among the top 10
states in greatest per capita economic
activity, corresponding rankings in real
higher-education appropriations vary
considerably.

For example, Connecticut ranks 1st
nationally in greatest economic activity
per capita, but ranks 25th among the
states in per capita higher-education
appropriations. New Hampshire ranks
dead last in real per capita higher-
education appropriations, though it
ranks 10th nationally in per capita
economic activity. Other top 10 states in
greatest per capita economic activity
(and their higher-education appro-
priations rankings) include Wyoming
(4th), Alaska (7th), and Colorado (41st).

Among the 10 states with the least
economic activity per capita, rankings in
real higher-education appropriations
also vary considerably. Mississippi ranks
49th in economic activity per capita yet
is 1st in per capita higher-education
appropriations. Similarly, North Dakota
ranks 41st in per capita economic
activity yet is 3rd in per capita higher-
education appropriations. The 10 states
with the least per capita economic
activity include Alabama (11th in per
capita higher-education appropriations),
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Kentucky (14th), Maine (40th), and
Montana (45th). Arizona ranks 39th in
real per capita higher-education
appropriations and 36th in real per
capita GSP in 2000.

While this snapshot suggests that
state economic activity during 2000 is
unrelated to state appropriations for
higher education, what about multiyear
trends in economic growth? According
to the assumption, states with the
greatest increase in support of higher
education should experience the greatest
growth in their economies. Table 8
examines that proposition in terms of
real growth per capita (in 1981 dollars)
over the 20-year period from 1981 to
2000.40

AA  2200--YYeeaarr  VViieeww  ooff  RReeaall  GGSSPP  vvss..
AApppprroopprriiaattiioonnss

Table 8 likewise illustrates that a
state’s economic growth (the difference
in real GSP between 1981 and 2000)
appears unrelated to growth in the state’s
support of higher education (the
difference in real state appropriations
per capita from 1980-81 to 1999-2000).
The two states with the largest increases
in per capita higher-education appro-
priations over the 20-year period,
Mississippi and New Mexico, were 41st
and 44th in GSP growth. North Dakota
had the 7th-largest increase in per capita
higher-education appropriations in the
nation during that time, but it ranked
only 45th in GSP growth. 

Again, among the top 10 states with
the greatest increases in higher-
education appropriations over 20 years,
corresponding GSP rankings varied
substantially. Connecticut, North
Carolina, and New Jersey, which ranked
3rd, 6th, and 8th in real appropriations,
ranked 2nd, 8th, and 4th in 20-year
economic growth. Yet Nebraska and
North Dakota, which ranked 4th and
7th in education spending, ranked only
40th and 45th in economic growth.

Further, three of the top 10 fastest-
growing states – Rhode Island (9th),
New York (6th), and New Hampshire
(5th) – had among the nation’s lowest
increases in per capita higher-education
appropriations. Rhode Island was 47th,
New York was 45th, and New
Hampshire was 39th. In fact, New York
and Rhode Island experienced real
decreases in per capita higher-education
appropriations during that time.

Among the 50 states, Arizona
ranked 49th in growth in real per capita
higher-education appropriations from
1981 to 2000, appropriating less in
2000 than in 1981. Arizona ranked 34th
in real per capita GSP growth from 1981
to 2000.

AA  1100--YYeeaarr  VViieeww  ooff  RReeaall  GGSSPP  vvss..
AApppprroopprriiaattiioonnss

Table 9 is similar to Table 8 but
examines just the last 10 years in the
study, 1991 to 2000. Once more, it

Arizona ranked 46th
among the 50 states in
growth in real per
capita higher-education
appropriations, appro-
priating less in 2000
than in 1991. Despite
this downward trend in
higher-education
appropriations, Arizona
was the 16th fastest-
growing state in the
nation during that
time.
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From 1991 to 2000,
none of the top 10
states in greatest higher-
education appro-
priations were among
the top 10 in economic
growth.

finds that a state’s real economic growth
appears unrelated to growth in the state’s
support of higher education. 

For example, from 1991 to 2000,
Arizona ranked 46th among the 50
states in growth in real per capita higher-
education appropriations, appropriating
less in 2000 than in 1991. Despite this
downward trend in higher-education
appropriations, Arizona was the 16th
fastest-growing state in the nation
during that time. The data do not
support the claim that Arizona’s decline
in state support of higher education has
damaged the state’s economy or eroded
its quality of life. 

On the contrary, Table 9 shows that
states with the greatest per capita
economic activity from 1991 to 2000
were frequently those with the least per
capita support of higher education.
Among the 10 lowest-ranked states in
terms of higher-education support,
Colorado and Minnesota ranked among
the top 10 in economic growth, at 3rd
and 6th, respectively.

Conversely, from 1991 to 2000,
none of the top 10 states in greatest
higher-education appropriations were
among the top 10 in economic growth.
Though Michigan and Texas were
among the top supporters of higher
education, they ranked 12th and 17th,
respectively, in economic growth. Other
top 10 supporters of higher education
included North Dakota and Louisiana,

which ranked 24th and 46th in terms of
GSP growth.

TThhee  IImmppaacctt  ooff  
PPrreessttiiggiioouuss  UUnniivveerrssiittiieess

If spending on public universities
does not drive economic growth,
perhaps public spending on prestigious
universities does. In fact, in states with
prestigious public universities (those
that rate highly in published rankings of
institutions), the correlation between
spending and growth is widely believed
to be even greater, with universities that
provide high-quality research driving the
state’s economy. 

This assumption is closely related to
the first assumption: If state spending on
higher education results in greater
growth for the state economy, then state
spending on prestigious institutions of
higher education should result in even
greater growth for the state economy.41

Here, the remarks of North Carolina
State University economist David Ball
are instructive: “When outputs’ value
and benefits are not easily observable
and measured, the more readily observed
inputs surely will be observed, measured,
and compared.”42 In the case of
prestigious universities, which offer
students almost innumerable curriculum
choices and vocational possibilities, the
value and benefit to individual students
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are not easily observable or measurable.
Further, students are diverse in their
motivation and willingness to pursue an
education at any given university, and
they also differ greatly in cognitive
abilities.43

Because the value of a university
education to an individual student is so
hard to quantify, prestige is commonly
the proxy for a university’s ability to
educate. The ability to educate, in turn,
is often measured by how much money
comes into a university or a university
system. Money spent, then, becomes the
chief measure of the effectiveness of
those institutions in providing
education.

The practical result of using money
as a proxy for prestige, and using prestige
as a proxy for institutional effectiveness,
is to assume the state needs to spend
more money on higher education.
According to this thinking, more
spending leads to higher prestige, which
is supposed to mean greater effectiveness
in providing education, which then
helps the state’s economy. Even if
support of higher education generally
does not correlate with state growth,
could a state’s growth correlate with the
presence of prestigious universities
within that state? 

This analysis uses the latest U.S.
News & World Report rankings of
colleges and universities, plus the
magazine’s four-tier system of
delineating among them, to define the
number of prestigious institutions
within a state,44 assuming that institu-

tions with top-tier ratings can reasonably
be considered “prestigious.” In this case,
state support is not an important factor,
because prestigious universities may also
be private. Still, the effect of prestigious
universities on state economies should
be evident regardless of funding, if
prestigious universities do yield greater
influence than other universities on a
state’s economic growth.

Table 10 (see Appendix) ranks the
50 states according to percentage real
growth in GSP per capita, from 1981 to
2000. Table 10 includes the numbers of
top-tier higher-education institutions in
each state that are listed in the U.S. News
& World Report College Guide.

As Table 10 shows, states with
prestigious universities do appear among
the fastest-growing states, and most
states with prestigious universities rank
in the upper half in per capita real GSP
growth. However, not all the fastest-
growing states have prestigious
universities, including Delaware (5th),
Oregon (10th), Maine (12th), South
Carolina (14th), and Vermont (15th).
Moreover, a few of the slowest-growing
states, such as Texas (44th), North
Dakota (45th), and Louisiana (48th),
have prestigious universities. 

Because correlation does not equal
causation, and given the results of the
previous regression analyses, it is
probable that faster-growing states are
more likely to become home to
prestigious universities, rather than that
prestigious universities “build” faster-
growing states.

The 15 fastest-growing
states are home to 4
prestigious public
universities but 20
private ones. Whatever
the effect of prestigious
institutions on a state’s
economic growth, it
appears to be largely a
phenomenon of private
institutions.
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The last of the
contiguous 48 states to
establish a state univer-
sity system was New
York, the very state
“that was pre-eminent
in economic growth
throughout the nine-
teenth century and the
first half of the
twentieth century.”

Also important to note is that most
U.S. News & World Report top-tier
universities are private institutions. The
15 fastest-growing states are home to 4
prestigious public universities but 20
private ones. The 15 slowest-growing
states are home to three times more
prestigious private universities than
public ones. Whatever the effect of
prestigious institutions on a state’s
economic growth, it appears to be
largely a phenomenon of private
institutions. In fact, in its findings on
the weakness of Arizona’s workforce
quality, the Arizona Department of
Commerce cites the paucity of private
colleges and universities in the state.45

CCoorrrroobboorraattiioonn  bbyy  OOtthheerr  SSttuuddiieess

Other research corroborates the
findings of this study. For instance, in a
study for the Review of Economics and
Statistics, Patricia Beeson and Edward
Montgomery find that a university has
little economic impact on its local
community, let alone its state: “Despite
the common belief of the importance of
universities as an engine of growth, we
find only mixed evidence that
[universities] have a measurable impact
on local labor markets.” Although
universities affect the mix of labor drawn
to an area, Beeson and Montgomery
find “at best only weak evidence that
universities affect income, the
employment rate, or the mix of high-
tech and other industries in the area.”46

University boosters often cite links

between scientific breakthroughs from
university research and subsequent
product development by high-tech
firms. Economists Neil Bania, Randall
Eberts, and Michael Fogarty, writing in
the Review of Economics and Statistics,
find such benefits fleeting, because
products are usually developed
elsewhere. “[E]ven though investments
in biotechnology research at a number of
institutions may increase the inventive
activity of R&D laboratories located
within the same metropolitan region,”
they write, “any resulting new products
or processes will frequently be developed
in other locations.”47

Regarding the necessity of a state
university system, economics professor
and higher-education expert George C.
Leef recalls that the last of the
contiguous 48 states to establish a state
university system was New York, the
very state “that was pre-eminent in
economic growth throughout the
nineteenth century and the first half of
the twentieth century.”48 Leef writes:

There was no State University of
New York (SUNY) system until
1948, and afterwards there still were
minimal funding and student
enrollment until the 1960s, when
Governor Nelson Rockefeller began
a rapid expansion of SUNY. New
York did not lack for competent
professionals, businesspeople and
ordinary workers for the more than
150 years that the state went
without a state university system.
Instead of assuming that higher
education had to be a function of
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the state, New York left it to the
marketplace, knowing that just as
with other goods and services, there
is a demand for education and
training, and there are numerous
suppliers of those services.49

Indeed, some higher-education
spending may actually be counter-
productive. After all, when a state taxes
citizens to fund public institutions of
higher education, it forgoes the
economic benefits of allowing those
citizens to choose for themselves how to
spend and invest that money. At the very
least, citizens should be skeptical of
promises that increased government
spending on higher education will lead
to greater economic growth.

CCoonncclluussiioonn

Education experts, policymakers,
and political leaders increasingly
embrace the notion that higher-
education spending drives economic
growth.50 But as states struggle with
crushing budget deficits, appropriation
decisions must be based on fact, not
fiction – no matter how noble the
fiction.

The Arizona university system
includes some of the nation’s up-and-
coming research universities, and the
state ranks fifth nationally in highest
percentage of residents enrolled in
higher education. Nevertheless, in any
state, the many pay the lion’s share of
higher-education costs through their

federal and state tax dollars, subsidizing
the few who are enrolled in public
institutions of higher learning. Arizona’s
taxpayers subsidize the estimated 6.8
percent of residents enrolled in the state’s
two-year and four-year colleges and
universities. The many also subsidize the
one-third of enrollees who are
nonresidents.

As for return on taxpayers’
investment in higher education, this
study finds little evidence that state
support of higher education drives
economic growth.

Regression analyses fail to find
significant relationships between states’
spending on higher education and state
economic growth, even accounting for
time lags up to five years. In some
instances, spending actually has a
negative impact on economic growth.
The little correlation that can be found
is better explained by reversing the
models. That is, a stronger case can be
made that real per capita state economic
growth leads to increases in real per
capita state spending on higher
education.

Comparing states’ higher-education
appropriations and gross state product
also finds no indication that education
spending drives economic growth. In
fact, 2 of the 10 fastest-growing states
from 1981 to 2000 (New York and
Rhode Island) experienced real decreases
in per capita higher-education appro-
priations, while 3 of the 10 slowest-
growing states (Mississippi, New
Mexico, and North Dakota) were

Citizens should be
skeptical of promises
that increased
government spending
on higher education
will lead to greater
economic growth.
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among the top 10 in growth of real
higher-education appropriations. From
1991 to 2000, none of the top 10 states
in greatest higher-education appro-
priations were among the top 10 in
economic growth. From 1991 to 2000,
Arizona was 46th among the 50 states in
real higher-education appropriations per
capita – actually appropriating less in
2000 than in 1991 – yet it was the 16th
fastest-growing state.

Finally, analysis suggests no
connection between the presence of
prestigious universities in a state and
economic growth in that state. Over a
20-year period, some of the fastest-
growing states lacked prestigious
universities, while some of the slowest-
growing states had them. To the extent
that the presence of prestigious
institutions affects a state’s economic
growth, the presence of private
institutions of higher learning may be a
more important factor.
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APPENDIX

KKeeyy  SSttaattiissttiiccss  iinn  RReeggrreessssiioonn  TTaabblleess  11  tthhrroouugghh  66

Put simply, the R2 value is a measure of how dependent the dependent variable is
on the independent variable. The R2 statistic ranges in value from 0 to 1, or from no
correlation to direct correlation. The adjusted R2 statistic, which does not range from
0 to 1, is considered a slightly better index. It is the R2 statistic weighted by the
number of independent variables and observations. The R2 value, then, is a measure
of how well the independent variable (in Tables 1 through 3, real change in higher-
education appropriations per capita; in Tables 4 through 6, real GSP growth) explains
the dependent variable (in Tables 1 through 3, real GSP growth; in Tables 4 through
6, real change in per capita higher-education appropriations). 

The adjusted R2 statistics for most of these models are closer to 0 than to 1. For
the simple models (Tables 1 and 4), the adjusted R2 statistics are 0.14 and 0.16; for
the annual change model (Tables 2 and 5), they are 0.15 and 0.31; and for the
percentage annual change model (Tables 3 and 6), they are 0.06 and 0.15. The closer
the R2 statistics are to 1, the better “fits” they are to the data, or the better they explain
the data. The R2 statistics suggest whether there is a strong (closer to 1) or weak (closer
to 0) correlation between the models’ dependent variables (in Tables 1 through 3, real
GSP growth; in Tables 4 through 6, real change in higher-education appropriations
per capita) and the independent variables (in Tables 1 through 3, real change in
higher-education appropriations per capita; in Tables 4 through 6, real GSP growth).
Because no R2 statistic is 0, all the models detect at least a slight relationship.

The parameter estimates in Tables 1 through 6 give the estimated effects of each
independent variable on the dependent variable, and the tables list what are known as
the “t ratios” for those estimates and probabilities for those t-statistics. The t-statistic
for the parameter of an independent variable tests whether that parameter is
statistically different from 0. A parameter of 0 means the variable has no explanatory
effect of the dependent variable. The “P value” describes the chance that the t-statistic
would appear under a normal distribution of values one might find when the
parameter of the variable is essentially 0. The higher the t-statistic, the lower its
likelihood of being within the normal distribution of values when the variable’s
parameter is essentially 0 – and the higher its likelihood of being part of the normal
distribution of another (not 0) parameter value.
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A general standard is to reject the t-test when the parameter value is 0 for P values
of 0.05 or smaller. In other words, if the P value were 0.05 (or smaller), one would
accept with a 95 percent level of confidence (or greater) the regression’s computed
estimate of the parameter value for the independent variable. That means one would
conclude that the independent variable has some measure of correlation with the
dependent variable. For P values higher than 0.05, it is generally standard not to reject
the test hypothesis that the independent variable’s parameter is 0. That is, one accepts
that the independent variable’s effect on the dependent variable is insignificant.
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R2 0.149568
Adjusted R2 0.142701
Root Mean Square Error 2957.089000
Mean of Response 16105.85000
Observations (or Sum Wgts) 750.000000

TTaabbllee  11::  EEffffeeccttss  ooff  RReeaall  SSttaattee  AApppprroopprriiaattiioonnss  ffoorr  HHiigghheerr  EEdduuccaattiioonn  PPeerr  CCaappiittaa
((tteessttiinngg  uupp  ttoo  aa  55--yyeeaarr  llaagg))  oonn  RReeaall  GGSSPP  PPeerr  CCaappiittaa,,  11998866--22000000  ((wwiitthh  llaagg  eeffffeeccttss  ffrroomm
aass  eeaarrllyy  aass  11998811))

SSuummmmaarryy  ooff  FFiitt

SSoouurrccee DDFF SSuumm  ooff  SSqquuaarreess MMeeaann  SSqquuaarree FF  RRaattiioo
Model 6 1142663410 190443902.0 21.7790
Error 743 6497069966 8744374.1 Prob > F
C. Total 749 7639733377 <0.0001

AAnnaallyyssiiss  ooff  VVaarriiaannccee

TTeerrmm EEssttiimmaattee SSttdd  EErrrroorr tt  RRaattiioo PP  VVaalluuee
Intercept 12980.0060000 404.83110 32.06 <0.0001
Approps, Current -36.7475900 15.82270 -2.32 0.0205
Approps, 1-yr Lag 8.4971418 22.67957 0.37 0.7080
Approps, 2-yr Lag 21.8743760 21.01540 1.04 0.2983
Approps, 3-yr Lag 6.6385098 19.42215 0.34 0.7326
Approps, 4-yr Lag -3.6993170 19.31419 -0.19 0.8482
Approps, 5-yr Lag 33.0897210 12.70632 2.60 0.0094

PPaarraammeetteerr  EEssttiimmaatteess
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R2 0.155928
Adjusted R2 0.148620
Root Mean Square Error 455.675900
Mean of Response 233.436700
Observations (or Sum Wgts) 700.000000

TTaabbllee  22::  EEffffeeccttss  ooff  AAnnnnuuaall  CChhaannggee  iinn  RReeaall  SSttaattee  AApppprroopprriiaattiioonnss  ffoorr  HHiigghheerr  EEdduuccaattiioonn
PPeerr  CCaappiittaa  ((tteessttiinngg  uupp  ttoo  aa  55--yyeeaarr  llaagg))  oonn  AAnnnnuuaall  CChhaannggee  iinn  RReeaall  GGSSPP  PPeerr  CCaappiittaa,,
11998877--22000000  ((wwiitthh  llaagg  eeffffeeccttss  ffrroomm  aass  eeaarrllyy  aass  11998822’’ss  cchhaannggee  oovveerr  11998811))  

SSuummmmaarryy  ooff  FFiitt

SSoouurrccee DDFF SSuumm  ooff  SSqquuaarreess MMeeaann  SSqquuaarree FF  RRaattiioo
Model 6 26582140 4430357 21.3367
Error 693 143894909 207641 Prob > F
C. Total 699 170477049 <0.0001

AAnnaallyyssiiss  ooff  VVaarriiaannccee

TTeerrmm EEssttiimmaattee SSttdd  EErrrroorr tt  RRaattiioo PP  VVaalluuee
Intercept 227.6127300 17.39235 13.09 <0.0001
Approps Change, 13.8441410 2.463664 5.62 <0.0001
Current
Approps Change, .4428138 2.405514 1.43 0.1528
1-yr Lag
Approps Change, -6.8422100 2.308741 -2.96 0.0031
2-yr Lag
Approps Change, 20.3594500 2.061553 9.88 <0.0001
3-yr Lag
Approps Change, -0.7483650 2.075599 -0.36 0.7185
4-yr Lag
Approps Change, 0.6913194 1.970617 0.35 0.7258
5-yr Lag

PPaarraammeetteerr  EEssttiimmaatteess
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R2 0.072473
Adjusted R2 0.064442
Root Mean Square Error 2.524635
Mean of Response 1.509696
Observations (or Sum Wgts) 700.000000

TTaabbllee  33::  EEffffeeccttss  ooff  AAnnnnuuaall  PPeerrcceennttaaggee  CChhaannggee  iinn  RReeaall  SSttaattee  AApppprroopprriiaattiioonnss  ffoorr
HHiigghheerr  EEdduuccaattiioonn  PPeerr  CCaappiittaa  ((tteessttiinngg  uupp  ttoo  aa  55--yyeeaarr  llaagg))  oonn  AAnnnnuuaall  PPeerrcceennttaaggee
CChhaannggee  iinn  RReeaall  GGSSPP  PPeerr  CCaappiittaa,,  11998877--22000000  ((wwiitthh  llaagg  eeffffeeccttss  ffrroomm  aass  eeaarrllyy  aass  11998822’’ss
ppeerrcceennttaaggee  cchhaannggee  oovveerr  11998811))  

SSuummmmaarryy  ooff  FFiitt

SSoouurrccee DDFF SSuumm  ooff  SSqquuaarreess MMeeaann  SSqquuaarree FF  RRaattiioo
Model 6 345.1256 57.5209 9.0246
Error 693 4417.0314 6.3738 Prob > F
C. Total 699 4762.1570 <0.0001

AAnnaallyyssiiss  ooff  VVaarriiaannccee

TTeerrmm EEssttiimmaattee SSttdd  EErrrroorr tt  RRaattiioo PP  VVaalluuee
Intercept 1.5352907 0.099283 15.46 <0.0001
Approps % Change 0.090949 0.017054 5.33 <0.0001
Approps % Change, 0.0025444 0.016308 0.16 0.8761
1-yr Lag
Approps % Change, -0.019067 0.015645 -1.22 0.2233
2-yr Lag
Approps % Change, 0.053347 0.015247 3.50 0.0005
3-yr Lag
Approps % Change, -0.039414 0.015024 -2.62 0.0089
4-yr Lag
Approps % Change, -0.030587 0.014204 -2.15 0.0316
5-yr Lag

PPaarraammeetteerr  EEssttiimmaatteess
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R2 0.165703
Adjusted R2 0.163470
Root Mean Square Error 28.016500
Mean of Response 109.128300
Observations (or Sum Wgts) 750.000000

TTaabbllee  44::  EEffffeeccttss  ooff  RReeaall  GGSSPP  PPeerr  CCaappiittaa  ((tteessttiinngg  uupp  ttoo  aa  55--yyeeaarr  llaagg))  oonn  RReeaall
AApppprroopprriiaattiioonnss  ffoorr  HHiigghheerr  EEdduuccaattiioonn  PPeerr  CCaappiittaa,,  11998866--22000000  ((wwiitthh  llaagg  eeffffeeccttss  ffrroomm  aass
eeaarrllyy  aass  11998811))  

SSuummmmaarryy  ooff  FFiitt

SSoouurrccee DDFF SSuumm  ooff  SSqquuaarreess MMeeaann  SSqquuaarree FF  RRaattiioo
Model 2 116455.38 58227.7 74.1825
Error 747 586338.53 784.9 Prob > F
C. Total 749 702793.91 <0.0001

AAnnaallyyssiiss  ooff  VVaarriiaannccee

TTeerrmm EEssttiimmaattee SSttdd  EErrrroorr tt  RRaattiioo PP  VVaalluuee
Intercept 69.6081120 5.279546 13.18 <0.0001
GSP, Current -0.0102220 0.001494 -6.84 <0.0001
GSP, 1-yr Lag 0.0128498 0.001453 8.85 <0.0001

PPaarraammeetteerr  EEssttiimmaatteess
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R2 0.311999
Adjusted R2 0.309033
Root Mean Square Error 6.056071
Mean of Response -0.134480
Observations (or Sum Wgts) 700.000000

TTaabbllee  55::  EEffffeeccttss  ooff  AAnnnnuuaall  CChhaannggee  iinn  RReeaall  GGSSPP  PPeerr  CCaappiittaa  ((tteessttiinngg  uupp  ttoo  aa  55--yyeeaarr  llaagg))
oonn  AAnnnnuuaall  CChhaannggee  iinn  RReeaall  AApppprroopprriiaattiioonnss  ffoorr  HHiigghheerr  EEdduuccaattiioonn  PPeerr  CCaappiittaa,,  11998877--
22000000  ((wwiitthh  llaagg  eeffffeeccttss  ffrroomm  aass  eeaarrllyy  aass  11998822’’ss  ppeerrcceennttaaggee  cchhaannggee  oovveerr  11998811))

SSuummmmaarryy  ooff  FFiitt

SSoouurrccee DDFF SSuumm  ooff  SSqquuaarreess MMeeaann  SSqquuaarree FF  RRaattiioo
Model 3 11575.908 3858.64 105.2088
Error 696 25526.493 36.68 Prob > F
C. Total 699 37102.401 <0.0001

AAnnaallyyssiiss  ooff  VVaarriiaannccee

TTeerrmm EEssttiimmaattee SSttdd  EErrrroorr tt  RRaattiioo PP  VVaalluuee
Intercept -2.16198 0.271422 -7.97 <0.0001

GSP Change, Current 0.0012738 0.000474 2.68 0.0074
GSP Change, 1-yr Lag 0.0026129 0.000319 8.18 <0.0001
GSP Change, 2-yr Lag 0.0048792 0.000325 15.01 <0.0001

PPaarraammeetteerr  EEssttiimmaatteess
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R2 0.155961
Adjusted R2 0.152323
Root Mean Square Error 5.207521
Mean of Response 0.186427
Observations (or Sum Wgts) 700.000000

TTaabbllee  66::  EEffffeeccttss  ooff  AAnnnnuuaall  PPeerrcceennttaaggee  CChhaannggee  iinn  RReeaall  GGSSPP  PPeerr  CCaappiittaa  ((tteessttiinngg  uupp  ttoo
aa  55--yyeeaarr  llaagg))  oonn  AAnnnnuuaall  PPeerrcceennttaaggee  CChhaannggee  iinn  RReeaall  AApppprroopprriiaattiioonnss  ffoorr  HHiigghheerr
EEdduuccaattiioonn  PPeerr  CCaappiittaa,,  11998877--22000000  ((wwiitthh  llaagg  eeffffeeccttss  ffrroomm  aass  eeaarrllyy  aass  11998822’’ss  ppeerrcceennttaaggee
cchhaannggee  oovveerr  11998811))

SSuummmmaarryy  ooff  FFiitt

SSoouurrccee DDFF SSuumm  ooff  SSqquuaarreess MMeeaann  SSqquuaarree FF  RRaattiioo
Model 3 3487.577 1162.53 42.8687
Error 696 18874.321 27.12 Prob > F
C. Total 699 22361.898 <0.0001

AAnnaallyyssiiss  ooff  VVaarriiaannccee

TTeerrmm EEssttiimmaattee SSttdd  EErrrroorr tt  RRaattiioo PP  VVaalluuee
Intercept -1.5660510 0.254311 -6.16 <0.0001
GSP % Change, 0.3188405 0.076678 4.16 <0.0001
current
GSP % Change, 0.2954397 0.065554 4.51 <0.0001
1-yr Lag
GSP % Change, 0.4904608 0.064345 7.62 <0.0001
2-yr Lag

PPaarraammeetteerr  EEssttiimmaatteess
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RReeaall  GGSSPP    RReeaall  aapppprroopprriiaa--
RRaannkk,, ppeerr  ccaappiittaa,, ttiioonnss  ppeerr  ccaappiittaa,, RRaannkk,,  rreeaall
rreeaall  GGSSPP SSttaattee 22000000,,  iinn  ddoollllaarrss 22000000,,  iinn  ddoollllaarrss aapppprroopprriiaattiioonnss

1 Connecticut $24,924 $109 25
2 Delaware 24,664 119 17
3 Massachusetts 23,912 87 43
4 Alaska 23,600 150 7
5 New Jersey 22,986 98 34
6 New York 22,457 90 38
7 California 21,107 121 15
8 Wyoming 20,848 151 4
9 Colorado 20,719 89 41

10 New Hampshire 20,533 41 50
11 Illinois 20,053 110 24
12 Minnesota 19,991 139 10
13 Washington 19,862 112 22
14 Nevada 19,766 81 47
15 Virginia 19,636 111 23
16 Georgia 19,200 101 33
17 Texas 18,911 114 20
18 Maryland 18,703 105 31
19 Hawaii 18,651 151 5
20 North Carolina 18,610 150 8
21 Rhode Island 18,522 77 48
22 Oregon 18,460 102 32
23 Pennsylvania 17,555 82 46
24 Ohio 17,507 97 35
25 Nebraska 17,472 146 9
26 Michigan 17,448 112 21
27 Wisconsin 17,233 107 29
28 Missouri 17,035 87 44
29 Kansas 16,866 129 12
30 Indiana 16,843 108 27

TTaabbllee  77::  SSttaatteess  RRaannkkeedd  bbyy  RReeaall  GGSSPP  PPeerr  CCaappiittaa  aanndd  RReeaall  AApppprroopprriiaattiioonnss  ffoorr  HHiigghheerr
EEdduuccaattiioonn  PPeerr  CCaappiittaa,,  FFiissccaall  YYeeaarr  22000000
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RReeaall  GGSSPP    RReeaall  aapppprroopprriiaa--
RRaannkk,, ppeerr  ccaappiittaa,, ttiioonnss  ppeerr  ccaappiittaa,, RRaannkk,,  rreeaall
rreeaall  GGSSPP SSttaattee 22000000,,  iinn  ddoollllaarrss 22000000,,  iinn  ddoollllaarrss aapppprroopprriiaattiioonnss  

31 Tennessee 16,696 92 36
32 Louisiana 16,447 105 30
33 South Dakota 16,382 92 37
34 Iowa 16,333 150 6
35 Utah 16,313 122 13
36 Arizona 16,149 89 39
37 Vermont 16,115 55 49
38 New Mexico 15,932 159 2
39 Florida 15,702 88 42
40 Kentucky 15,626 122 14
41 North Dakota 15,224 154 3
42 Idaho 15,211 115 18
43 South Carolina 15,043 108 26
44 Maine 15,039 89 40
45 Alabama 14,381 132 11
46 Oklahoma 14,183 114 19
47 Arkansas 13,498 121 16
48 Montana 12,869 82 45
49 Mississippi 12,615 164 1
50 West Virginia 12,487 107 28

TTaabbllee  77  ((ccoonnttiinnuueedd))::  SSttaatteess  RRaannkkeedd  bbyy  RReeaall  GGSSPP  PPeerr  CCaappiittaa  aanndd  RReeaall  AApppprroopprriiaattiioonnss
ffoorr  HHiigghheerr  EEdduuccaattiioonn  PPeerr  CCaappiittaa,,  FFiissccaall  YYeeaarr  22000000
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2200--yyeeaarr  cchhaannggee        
RRaannkk,,  rreeaall iinn  rreeaall  aapppprroopprriiaa--  2200--yyeeaarr  cchhaannggee  iinn    
aapppprrooppiiaa-- ttiioonnss  ppeerr  ccaappiittaa,,  rreeaall  GGSSPP  ppeerr RRaannkk,,  rreeaall
ttiioonnss SSttaattee iinn  ddoollllaarrss ccaappiittaa,,  iinn  ddoollllaarrss GGSSPP

1 Mississippi $61 $3,083 41
2 New Mexico 52 1,623 44
3 Connecticut 42 10,524 2
4 Nebraska 41 4,565 30
5 Iowa 41 3,380 40
6 North Carolina 39 7,407 8
7 North Dakota 39 149 45
8 New Jersey 39 9,404 4
9 Arkansas 39 3,639 38

10 Kentucky 38 4,557 31
11 Maine 34 5,158 23
12 Alabama 34 4,159 35
13 Massachusetts 31 10,742 1
14 Ohio 30 5,000 28
15 Michigan 30 5,150 24
16 Oklahoma 27 -527 47
17 Illinois 24 6,075 15
18 Indiana 24 5,193 22
19 Georgia 23 7,648 7
20 Minnesota 23 6,706 11
21 West Virginia 20 2,009 42
22 Kansas 20 3,598 39
23 Tennessee 19 5,780 18
24 Maryland 19 6,303 13
25 Virginia 18 7,137 10
26 Florida 17 4,322 32
27 Idaho 17 4,270 33
28 Utah 16 4,730 29
29 Pennsylvania 16 5,580 19
30 Missouri 15 5,114 25

TTaabbllee  88::  SSttaatteess  RRaannkkeedd  bbyy  CChhaannggee  iinn  RReeaall  AApppprroopprriiaattiioonnss  ffoorr  HHiigghheerr  EEdduuccaattiioonn  PPeerr
CCaappiittaa,,  11998811  ttoo  22000000,,  aanndd  CChhaannggee  iinn  RReeaall  GGSSPP  PPeerr  CCaappiittaa,,  11998811  ttoo  22000011  
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2200--yyeeaarr  cchhaannggee        
RRaannkk,,  rreeaall iinn  rreeaall  aapppprroopprriiaa--  2200--yyeeaarr  cchhaannggee  iinn    
aapppprroopprriiaa-- ttiioonnss  ppeerr  ccaappiittaa,,  rreeaall  GGSSPP  ppeerr RRaannkk,,  rreeaall
ttiioonnss SSttaattee iinn  ddoollllaarrss ccaappiittaa,,  iinn  ddoollllaarrss GGSSPP

31 Texas 15 1,915 43
32 South Dakota 14 5,289 21
33 Louisiana 12 -1,692 48
34 Hawaii 12 3,803 36
35 Delaware 12 10,048 3
36 Oregon 8 6,423 12
37 Nevada 8 3,689 37
38 Wyoming 8 -6,111 49
39 New Hampshire 6 9,222 5
40 Washington 1 6,234 14
41 Colorado 0 5,915 17
42 South Carolina -1 5,094 26
43 Wisconsin -1 5,024 27
44 Montana -3 -70 46
45 New York -3 7,691 6
46 Vermont -4 5,442 20
47 Rhode Island -5 7,199 9
48 California -9 5,933 16
49 Arizona -10 4,253 34
50 Alaska -46 -27,711 50

TTaabbllee  88  ((ccoonnttiinnuueedd))::  SSttaatteess  RRaannkkeedd  bbyy  CChhaannggee  iinn  RReeaall  AApppprroopprriiaattiioonnss  ffoorr  HHiigghheerr
EEdduuccaattiioonn  PPeerr  CCaappiittaa,,  11998811  ttoo  22000000,,  aanndd  CChhaannggee  iinn  RReeaall  GGSSPP  PPeerr  CCaappiittaa,,  11998811  ttoo
22000011  
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1100--yyeeaarr  cchhaannggee        
RRaannkk,,  rreeaall iinn  rreeaall  aapppprroopprriiaa--  1100--yyeeaarr  cchhaannggee  iinn    
aapppprroopprriiaa-- ttiioonnss  ppeerr  ccaappiittaa,,  rreeaall  GGSSPP  ppeerr RRaannkk,,  rreeaall
ttiioonnss SSttaattee iinn  ddoollllaarrss ccaappiittaa,,  iinn  ddoollllaarrss GGSSPP

1 Mississippi $60 $1,854 41
2 Arkansas 27 1,746 43
3 Michigan 14 3,494 12
4 Texas 14 3,213 17
5 New Mexico 13 2,467 31
6 Louisiana 12 1,181 46
7 Kentucky 11 2,756 28
8 North Dakota 11 2,843 24
9 Iowa 10 2,381 33

10 Florida 9 1,997 40
11 Illinois 9 3,335 15
12 Massachusetts 9 5,738 1
13 Oklahoma 8 1,458 45
14 Missouri 8 2,588 30
15 Kansas 7 2,374 34
16 Nebraska 6 2,417 32
17 Utah 6 3,492 13
18 Ohio 6 2,946 22
19 Oregon 5 4,445 4
20 South Dakota 5 2,822 26
21 New Jersey 5 3,536 11
22 West Virginia 4 1,477 44
23 Georgia 3 4,040 7
24 Delaware 3 2,676 29
25 Pennsylvania 3 2,827 25
26 Indiana 2 3,085 20
27 Connecticut 2 4,319 5
28 North Carolina 2 3,860 9
29 Rhode Island -1 3,895 8
30 California -1 3,026 21

TTaabbllee  99::  SSttaatteess  RRaannkkeedd  bbyy  CChhaannggee  iinn  RReeaall  AApppprroopprriiaattiioonnss  ffoorr  HHiigghheerr  EEdduuccaattiioonn  PPeerr
CCaappiittaa,,  11999911  ttoo  22000000,,  aanndd  CChhaannggee  iinn  RReeaall  GGSSPP  PPeerr  CCaappiittaa,,  11999911  ttoo  22000011  
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1100--yyeeaarr  cchhaannggee        
RRaannkk,,  rreeaall iinn  rreeaall  aapppprroopprriiaa--  1100--yyeeaarr  cchhaannggee  iinn    
aapppprroopprriiaa-- ttiioonnss  ppeerr  ccaappiittaa,,  rreeaall  GGSSPP  ppeerr RRaannkk,,  rreeaall
ttiioonnss SSttaattee iinn  ddoollllaarrss ccaappiittaa,,  iinn  ddoollllaarrss GGSSPP

31 Alabama -3 1,846 42
32 New Hampshire -3 5,322 2
33 Virginia -3 3,098 18
34 Idaho -5 3,091 19
35 Nevada -5 2,084 38
36 Tennessee -5 2,772 27
37 Maine -5 2,127 36
38 Maryland -8 2,353 35
39 Wisconsin -8 2,934 23
40 Washington -11 3,376 14
41 Vermont -12 2,106 37
42 South Carolina -13 2,001 39
43 Colorado -13 4,795 3
44 Minnesota -14 4,148 6
45 Montana -16 1,109 47
46 Arizona -18 3,255 16
47 Hawaii -23 -1,634 49
48 New York -29 3,564 10
49 Wyoming -33 867 48
50 Alaska -73 -2,510 50

TTaabbllee  99  ((ccoonnttiinnuueedd))::  SSttaatteess  RRaannkkeedd  bbyy  CChhaannggee  iinn  RReeaall  AApppprroopprriiaattiioonnss  ffoorr  HHiigghheerr
EEdduuccaattiioonn  PPeerr  CCaappiittaa,,  11999911  ttoo  22000000,,  aanndd  CChhaannggee  iinn  RReeaall  GGSSPP  PPeerr  CCaappiittaa,,  11999911  ttoo
22000011  
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PPeerrcceennttaaggee  GGSSPP          
ggrroowwtthh,,  11998811--  PPuubblliicc  ttoopp--ttiieerr      PPrriivvaattee  ttoopp--  

RRaannkk SSttaattee 22000000 iinnssttiittuuttiioonnss ttiieerr  iinnssttiittuuttiioonnss
1 Massachusetts 81.6 5
2 New Hampshire 81.5 1
3 Connecticut 73.1 1
4 New Jersey 69.2 1
5 Delaware 68.7
6 Georgia 66.2 1 2
7 North Carolina 66.1 1 2
8 Rhode Island 63.6 1
9 Virginia 57.1 2

10 Oregon 53.4
11 Tennessee 52.9 1
12 Maine 52.2
13 New York 52.1 6
14 South Carolina 51.2
15 Vermont 51.0
16 Maryland 50.8 1
17 Minnesota 50.5
18 South Dakota 47.7
19 Pennsylvania 46.6 1 3
20 Washington 45.7 1
21 Indiana 44.6 1
22 Illinois 43.5 1 2
23 Missouri 42.9 1
24 Michigan 41.9 1
25 Kentucky 41.2
26 Wisconsin 41.2 1
27 Utah 40.8
28 Alabama 40.7
29 Ohio 40.0 1
30 Colorado 40.0

TTaabbllee  1100::  SSttaatteess  RRaannkkeedd  bbyy  PPeerrcceennttaaggee  RReeaall  GGrroowwtthh  iinn  GGSSPP  PPeerr  CCaappiittaa,,  11998811  ttoo
22000000  aanndd  EEaacchh  SSttaattee’’ss  NNuummbbeerr  ooff  TToopp--TTiieerr  HHiigghheerr--EEdduuccaattiioonn  IInnssttiittuuttiioonnss  lliisstteedd  iinn
UU..SS..  NNeewwss  &&  WWoorrlldd  RReeppoorrtt CCoolllleeggee  GGuuiiddee
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TTaabbllee  1100  ((ccoonnttiinnuueedd))::  SSttaatteess  RRaannkkeedd  bbyy  PPeerrcceennttaaggee  RReeaall  GGrroowwtthh  iinn  GGSSPP  PPeerr  CCaappiittaa,,
11998811  ttoo  22000000  aanndd  EEaacchh  SSttaattee''ss  NNuummbbeerr  ooff  TToopp--TTiieerr  HHiigghheerr--EEdduuccaattiioonn  IInnssttiittuuttiioonnss
lliisstteedd  iinn  UU..SS..  NNeewwss  &&  WWoorrlldd  RReeppoorrtt CCoolllleeggee  GGuuiiddee

PPeerrcceennttaaggee  GGSSPP          
ggrroowwtthh,,  11998811--  PPuubblliicc  ttoopp--ttiieerr      PPrriivvaattee  ttoopp--  

RRaannkk SSttaattee 22000000 iinnssttiittuuttiioonnss ttiieerr  iinnssttiittuuttiioonnss
31 California 39.1 6 4
32 Idaho 39.0
33 Florida 38.0
34 Arkansas 36.9
35 Arizona 35.8
36 Nebraska 35.4
37 Mississippi 32.3
38 Kansas 27.1
39 Iowa 26.1
40 Hawaii 25.6
41 Nevada 22.9
42 West Virginia 19.2
43 New Mexico 11.3
44 Texas 11.3 1 1
45 North Dakota 1.0 1
46 Montana -0.5
47 Oklahoma -3.6
48 Louisiana -9.3 1
49 Wyoming -22.7
50 Alaska -54.0
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