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v i r g i n i a  g r a y

The Socioeconomic and Political  
Context of States

In November 2010, the nation elected a Republican House of Representatives. At 
the state level, Republicans gained control of twenty-nine of the fifty governorships 
and twenty-five of the state legislatures. Meanwhile, both levels of government 
faced a fourth year of fiscal crisis, unprecedented strains on safety net programs 
such as unemployment insurance and Medicaid, and, for the states, a dramatic fall-
off in national stimulus dollars in 2012. Many issues high on the Republicans’ 
national legislative agenda dovetailed with issues on the states’ agendas where those 
issues had a greater chance of enactment because of Republicans’ greater degree of 
party control. Many Republican governors, and a few Democratic ones, argued for 
cutting taxes despite budget deficits, and especially slashing corporate taxes. 
Streamlining government—consolidating and reorganizing agencies—was in 
vogue in both parties at all levels of government. Squeezing money out of the pub-
lic employee workforce was also popular: President Barack Obama froze the wages 
of federal workers for two years beginning in 2011, and state policymakers from 
both parties proposed reducing the size and cost of their public sector workforces, 
including their health care costs and their pensions. Some Republican governors 
and legislatures such as Wisconsin’s even eliminated collective bargaining rights for 
unionized employees. Thus at times the policy issues facing society have a  
contemporaneous effect on both levels of government (Baumgartner, Gray, and 
Lowery 2009)—an effect that is magnified if one party controls both levels of gov-
ernment or significant parts of both levels. 
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Another way in which the agendas of national and state governments are linked is 
when policies are pursued at different levels of government in a sequential fashion. 
Indeed, state policymakers often frame their attention to problems as a response to 
federal inaction, or a substitute for federal action. Perhaps the best current example is 
illegal immigration. The U.S. Congress considered a comprehensive immigration pol-
icy in 2006 but failed to pass it. That year, the states considered more than 570 bills 
related to immigration and passed seventy-two of them (National Conference of State 
Legislatures 2006). Those numbers nearly tripled in 2007 when 1,562 bills were intro-
duced and 178 were enacted. The number of bill introductions continued at roughly 
that pace through 2011 (National Conference of State Legislatures 2011). The most 
(in)famous of these state laws is Arizona’s, which requires immigrants to carry “alien” 
registration documents at all times and which orders police officers to determine the 
immigration status of a person during any lawful stop where reasonable suspicion 
exists that the person is an “alien.” The 2010 law also forbids illegal immigrants from 
accepting jobs. The law is, however, being challenged in federal court by the Obama 
administration and by a coalition of Latino civil rights organizations.

A third way in which national and state policy agendas may be connected is that 
laws passed in Washington, D.C., may stimulate further state lawmaking. Take, for 
example, President Obama’s “Race to the Top,” in which grants totaling $4.3 billion 
were offered to states for implementing educational reforms favored by his admin-
istration. During 2010, state legislatures were busy reforming their school systems 
in order to compete for these federal dollars. Thirty-six states adopted a common 
academic curriculum in order to boost their application chances; other states lifted 
caps on the number of charter schools authorized; still others changed teacher pay 
systems to merit-based systems. In the two rounds of the contest, eleven states were 
announced as winners and received varying amounts of federal money. The other 
states were left with reformed school systems but no federal money.

Of course, many topics on state policy agendas have nothing to do with the fed-
eral government at all; they are strictly related to the states themselves. Sometimes, 
proposed solutions to state problems are borrowed from other states. Policies 
adopted via this diffusion process include the lottery, renewable energy programs, 
bans on smoking in public places, the AMBER Alert System, charter schools, 
“lemon” laws, and no-fault divorce. Many issues on state policy agendas are either 
routine or unique to that particular state such as the safety of the trans-Alaska oil 
pipeline, mining in Montana, and annual flood preparation along the Red River in 
North Dakota. The unique bills often deal with the state’s major industries, many of 
which will ask state government at some point for financial support or tax or regu-
latory relief. The routine items all states deal with are spending and revenue bills, 
bonding bills, transportation bills, and enacting many bills about local governments. 

At the time preparation of this edition of this book was under way, the fifty 
states were in the worst financial shape since the Great Depression. The culprit 
was the national recession that began at the end of 2007. Although the recession 
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officially ended in 2009, the high rate of home foreclosures in many parts of the 
country and the nationwide unemployment rate of 10 percent substantially 
reduced state government tax collections. The same economic problems made it 
difficult for many states to increase their tax rates or impose new taxes, with the 
result that they slashed government services, exhausted “rainy day” funds, and 
increased various forms of debt. As a consequence, on state government agendas 
the topic of cutting old programs replaced that of starting new programs. 

The purpose of this book is to help you understand why state governments make 
the decisions they do in good economic times and bad. The authors of this volume 
compare the fifty states in terms of their policy differences and explain these differ-
ences using the methods of political science. We find these political differences both 
fascinating and intriguing to analyze. The social and economic differences among 
states are also significant. This chapter will make you aware of some of the differ-
ences among states in population, natural resources, and wealth—differences that 
affect what policymakers can do, the sorts of problems they face, and what kinds of 
solutions they may place on the agenda.

diffns mong  ss

Differences among the states abound. If you pay close attention to the news, you will 
notice that different states have different problems, and different solutions to them. 
California often leads the way on the environment; in 2006 it enacted the nation’s first 
greenhouse gas legislation. The California Global Warming Solutions Act aims to cut 
carbon emissions to 1990 levels by 2020; it includes a cap-and-trade program and other 
related measures overseen by a state board for monitoring and enforcement. The act 
was sponsored by Assembly Speaker Fabian Núñez (prodded by his fourteen-year-old 
daughter). This Democrat was enthusiastically supported by Republican governor 
Arnold Schwarzenegger, who had already declared, “The debate is over. We have the sci-
ence. We see the threat. And we know the time for action is now!” (Mieszkowski 2005).

Small states can lead as well. In 2003 the state of Maine was the first among the 
current boomlet of states to adopt universal health care coverage; its program was 
called Dirigo—Latin for “I lead.”1 By 2011 universal health care programs had been 
enacted in Vermont and Massachusetts, and the individual mandate in the latter 
state served as a prototype for the national health care plan adopted in 2010. 

A more systematic way to see the policy differences among states is to look at the 
rankings of the states on various quantitative policy indicators. For this purpose, 
political scientists often select issues on which liberals and conservatives differ and 
then rate the states as to whether they have liberal or conservative policies on these 
issues. We have done this on five policies and summed and averaged the scores to 
produce an index of overall policy liberalism. Table 1-1 presents state rankings on 

1. In June 2011, Maine Republicans ended the state’s experiment in universal care. The program 
was slated to end at the beginning of 2014.
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Table 1-1 State Rank on Policy Liberalism Index, 2011, and Its Components

State Policy liberalism Gun law index Abortion index TANF index Tax progressivity

California 1 1 1 1 3
New York 2 6 12 8 1
New Jersey 3 2 9 18 5
Vermont 4 29 8 3 2
Connecticut 5 4 3 22 25
Hawaii 6 8 4 7 33
Maryland 7 5 5 35 14
Rhode Island 8 7 24 4 22
Oregon 9 14 6 14 7
Maine 10 21 7 13 4
Massachusetts 11 3 17 25 24
Minnesota 12 18 20 10 8
Wisconsin 13 23 23 5 13
Montana 14 37 12 16 11
Washington 15 14 2 6 50
New Mexico 16 37 11 11 35
West Virginia 17 37 16 26 16
Illinois 18 9 18 23 39
New Hampshire 19 26 15 9 41
Alaska 20 44 14 2 43
Delaware 21 12 20 43 9
Michigan 22 11 32 32 19
Colorado 23 18 22 24 30
Pennsylvania 24 10 40 12 38
Iowa 25 20 19 20 21
Kentucky 26 44 45 19 20
Missouri 27 37 46 28 23
Ohio 28 21 41 36 27
Kansas 29 33 31 33 12
North Carolina 30 13 25 49 15
Nevada 31 26 9 30 45
Georgia 32 29 27 39 28
Nebraska 33 29 43 31 18
South Carolina 34 23 35 45 6
Indiana 35 34 34 48 37
Virginia 36 14 38 46 17
Utah 37 50 43 27 26
Arizona 38 44 27 29 42
Tennessee 39 29 30 21 46
North Dakota 40 37 49 17 31
Alabama 41 17 36 34 40
Idaho 42 44 38 47 10
Oklahoma 43 44 33 38 34
South Dakota 44 37 41 15 47
Wyoming 45 23 26 37 48
Florida 46 34 29 40 49
Mississippi 47 34 48 41 29
Texas 48 26 37 42 44
Louisiana 49 44 50 44 36
Arkansas 50 37 46 50 32

S O U R C E S :  Constructed by the author from data from the Brady Campaign to Prevent Gun Violence (gun law index, 2009 data), 
NARAL Pro-Choice America (abortion index, 2011 data), Urban Institute (TANF index, 2008 data), and Institute on Taxation and 
Economic Policy (tax progressivity, 2007 data).
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N O T E S :  Each index is ranked as follows: 1 = most liberal, 50 = most conservative. The policy liberalism index also includes right-
to-work laws that are not included in this table because the law is a binary variable. The gun law index is derived from the 2009 
Brady Campaign State Scorecard (www.bradycampaign.org/xshare/bcam/stategunlaws/scorecard/StateRatings.pdf). It was con-
structed by standardizing the Brady Campaign’s score for each state. The abortion index is derived from the 2011 NARAL Pro-
Choice American Report Card on Women’s Reproductive Rights (www.prochoiceamerica.org/government-and-you/who-decides/
who-decides-2011-report-card.pdf). It was constructed by first converting the letter grade given to each state into a numerical 
score according to the following scale: A+ = 4, A = 3.67, A– = 3.33, B+ = 3, B = 2.67, B– = 2.33, C+ = 2, C = 1.67, C– = 1.33, D+ = 
1, D = 0.67, D– = 0.33, F = 0. This measure was then standardized. Finally, the average of the standardized letter grade and 
NARAL’s state ranking was computed and standardized to produce the index. The TANF (Temporary Assistance to Needy Families) 
index is derived from the 2008 data of the Urban Institute (www.urban.org/welfare/tanf.cfm). The first step in its computation was 
summing the number of conditions associated with receiving benefits, such as whether a job search is required or whether food 
stamp use counts as income. Then four continuous measures were standardized: the percentage reduction in benefits after the first 
sanction, the months of assistance guaranteed before the first time limit, the maximum benefit, and the maximum income to 
remain eligible for benefits. The average of these four standardized measures and the summation of conditions was then computed 
and standardized to produce the index. The tax progressivity index is derived from the 2007 data of the Institute on Taxation and 
Economic Policy (www.itepnet.org/wp2009/statespecific.html). It was constructed by first calculating the average tax as a percent-
age of income after the federal deduction offset for the top 5 percent and for the bottom 40 percent of income earners (sales/
excise, property, and income tax). Then the ratio of these two averages (top 5 percent/bottom 40 percent) was calculated and 
standardized to produce the index. Information on right-to-work laws comes from the 2011 data of the National Right to Work 
Legal Defense Foundation (www.nrtw.org/rtws.htm). The policy liberalism index was constructed by computing the average of the 
standardized version of the five indicators.

Table 1-1 (Continued)

this index in 2011 on which California ranks first and Arkansas last (see the first 
column).2 The index makes intuitive sense: other liberal states joining California 
are New York, New Jersey, Vermont, and Connecticut. Clustering at the bottom are 
the traditionally conservative southern states such as Louisiana, Texas, and Florida, 
and the smaller western or plains states such as Wyoming and South Dakota.

The policy liberalism index is based on five policy indicators measured between 
2007 and 2011: gun control policies, coded from strictest to loosest; a scale of abor-
tion laws, coded from most facilitative to most restrictive; conditions for receiving 
benefits under Temporary Assistance to Needy Families (TANF), coded from those 
most expanding eligibility to the most restrictive; and tax progressivity (the extent 
to which the tax burden falls on the top 5 percent of earners as compared with the 
lowest 40 percent), ranging from those systems that tax the rich the most heavily to 
those that burden the working poor the most heavily. The fifth component of the 
index has to do with unionization: whether a state has laws that facilitate collective 
bargaining or whether it has a “right-to-work” law that impedes unionization. 
Because this is a simple binary variable (1 or 0), it is not presented in a column, 
although the data are incorporated into the policy liberalism index.

The sharp-eyed reader will notice that a specific state is not necessarily liberal 
(or conservative) in every category. The best way to see this is to select a state and 
look at its overall policy liberalism ranking and then see how it ranks on each com-
ponent. For example, I live in North Carolina, which ranks thirtieth overall on the 
policy liberalism scale, or slightly conservative. It is most liberal on its gun laws and 

2. I would like to thank Jeff Harden for his research assistance on this chapter, and especially for his 
help in constructing the policy liberalism index.
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its tax policies, ranking thirteenth and fifteenth, respectively, and is right at the 
average on the abortion law index. But it is exceeded only by Arkansas in the tight-
ness of its welfare eligibility conditions and has a right-to-work law, both of which 
move it in the conservative direction. Thus my state averages out at thirtieth on 
policy liberalism. States have a general tendency toward a conservative or liberal or 
middle-of-the-road position, but their degree of liberalism or conservatism does 
not play out exactly the same on each policy.

The next questions are: Why do some states make liberal policy choices while 
others make conservative ones? What factors distinguish California, New York, and 
other liberal states from Arkansas, Louisiana, and other conservative states? These 
are the types of questions the authors pursue in this book and in the field of state 
politics. I will return to these questions later in the chapter.

xlining oliy diffns

The second half of this book focuses on a state government’s many activities. 
These outputs of a government’s activities are called public policies, which can be 
defined as means to governmental ends. The public policies reviewed in this book 
deal with taxation, health and welfare, K–12 education, higher education, correc-
tions, the environment, economic development, morality, and infrastructure.

Scholars have spent years investigating the differences among states’ public poli-
cies and the reasons for those differences. The intellectual task is to explain inter-
state patterns—that is, what conditions or characteristics of states lead to a gener-
ous educational expenditure, a low welfare expenditure, or innovation in health 
policy? In general, these investigations focus on two broad sets of variables: politi-
cal characteristics and socioeconomic factors. Among a state’s political variables, 
researchers have found the following to be important: political party control and 
interparty competition, interest group balance and strength, gubernatorial power, 
professionalism of the legislature and bureaucracy, and public and elite opinion. 
Many of these factors will be examined in the chapters that follow. 

In this chapter I look at a set of socioeconomic factors that affect patterns of 
state policy. Included in these factors are the following: population size and compo-
sition; immigration; physical characteristics and natural resources; and types of 
economic activities stemming from a state’s physical endowments, wealth, and 
regional economic forces. These factors structure a state government’s problems 
and affect a state government’s ability to deal with them. I also explore the broader 
political context that affects state governments, such as political culture, other 
states’ actions, and national political forces.

Understanding the magnitude of state differences also helps those trying to 
understand the existence of federalism. The states are so different that it is hard to 
imagine they would get along within a single government. Only federalism could 
accommodate the cultural distance between, say, clean-living Utah and gambling 
mecca Nevada. Federalism allows these differences to flourish, and fester.

Copyright ©2016 by SAGE Publications, Inc.   
This work may not be reproduced or distributed in any form or by any means without express written permission of the publisher.

Do n
ot 

co
py

, p
os

t, o
r d

ist
rib

ute



The Socioeconomic and Political  Context of States 

 ol

The first state resource I examine is the human resource. What kinds of people 
live where? How does the movement of people back and forth affect states? Why are 
trends in population growth and economic competition important for a state’s 
future?

Population Size and Growth

A fundamental fact influencing a state’s policies is its population. The largest 
state, California, had 37.25 million residents as of 2010. In fact, California’s popula-
tion is slightly larger than Canada’s, and California’s provision for education, high-
ways, hospitals, and housing is on the same scale as that of many large nations. The 
second-largest state, Texas, has 25.1 million residents. There are also some sparsely 
populated states, and again, size has its consequences. Alaska and Wyoming are 
among the least populated states, but they are huge in number of square miles. 
Thus their unit cost of building highways and providing other services is high. Nei-
ther state, but especially Alaska, can achieve economies of scale in many of its pub-
lic programs. Smaller democracies, then, have difficulties and opportunities not 
found in California and Texas.

Whatever the population size, a state’s leaders must cope with it. More difficult 
to manage in the short run are changes in population. States experiencing sudden 
population growth have difficulty providing the schools, roads, bridges, waste man-
agement, and law enforcement needed for an expanding population. By contrast, 
states experiencing a decline in population have a different set of concerns. As peo-
ple leave the state and businesses die, the tax base erodes. But if a state government 
adjusts by raising taxes, more people may leave, thereby initiating a vicious cycle. 
Obviously, states would rather be growing than shrinking.

Changes in population between 2000 and 2010 are shown in Figure 1-1. Growth 
in this decade declined from the previous decade, in part because of the recession 
of 2007–2009. During the worst of the recession Americans recorded the lowest 
mobility rates since the late 1940s. At the same time, immigration from other coun-
tries, especially Mexico, also declined. Often the influx of immigrants cushioned 
the out-migration of domestic migrants to other states—this happened in the met-
ropolitan New York area and in Los Angeles (Frey 2009). Nevertheless, during the 
first decade of this century Nevada grew by more than 35 percent; next were Ari-
zona, Utah, Texas, and Idaho, all of which experienced growth of over 20 percent. 
Thus high growth was a southwestern and mountain west phenomenon. These 
states in those regions have to race to build enough schools, highways, hospitals, 
prisons, and other public infrastructure to keep pace with their expanding popula-
tions. In the same period, one state lost population: Michigan shrank by –0.6 per-
cent. Michigan’s population flight mainly stemmed from its economic problems 
related to a declining auto industry and the resulting high unemployment. In the 
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barely perceptible growth category were the states of Rhode Island, which gained 
only 0.4 percent over the decade; Louisiana, which gained 1.4 percent; and Ohio, 
which had a gain of 1.6 percent. Louisiana lost more than 200,000 people in just 
one year because of Hurricane Katrina and the accompanying devastation.

Population shifts among states are a result of differential fertility rates and  
different rates of net migration (in other words, the difference in the number of 
people moving into a state and the number moving out of that state). Migration 
patterns in turn are a function of economic opportunities: people usually move to 
find better jobs and a better quality of life. State leaders therefore strive for eco-
nomic growth and full employment as a means of retaining old citizens and attract-
ing new ones.

Population Composition

States also differ in the composition of their populations—that is, in the demo-
graphic groups that make up their populations. States vary in the proportion of old 
people to young people, in the number of foreign-born people, and in the number 
of minorities. The increasingly diverse population presents challenges to govern-
ment and often provides a basis for political conflict.

Age. The U.S. population as a whole is aging because many “baby boomers” are 
now entering the sixty-five and older age cohort. Some people refer to this boomlet 
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Figure 1-1 Population Change, 2000–2010

SOURCES: Map constructed by the author from calculations conducted on U.S. Census data for 2000 and 2010.
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as the coming “silver tsunami”: 79 million baby boomers will exit the workforce 
over the next twenty years and become dependent on Medicare and Social Security 
(Johnson and Kasarda 2011, 7–8). And yet the number and concentration of 
seniors are quite variable at the state and local levels. The Midwest and Northeast 
have large elderly populations because of “aging in place” and the out-migration of 
younger persons, whereas retirement magnets in the South and West attract rela-
tively affluent retirees. In 2010 Florida had the highest percentage (17.3 percent) of 
people aged sixty-five and over (U.S. Census Bureau 2011a). Not surprising, then, 
according to the economic impact reports, Florida’s senior population is the state’s 
second-largest economic sector: the senior community contributes an annual $2.8 
billion net tax benefit to the state’s coffers (Aging and Disability Resource Center of 
Broward County 2010).

In three states—West Virginia, Pennsylvania, and Maine—over 15 percent of 
their populations were sixty-five and over, which ranked them right after Florida. 
These states are illustrative of aging in place (U.S. Census Bureau 2011a). They will 
face an increasing demand for nursing homes, doctors, mass transportation, and 
senior centers that will be more difficult to meet because their labor forces will 
grow more slowly and their tax bases will diminish. Even so, studies reported in 
Pittsburgh newspapers focused on the positive economic impact of seniors: the 
pensions and medical insurance of Pennsylvania seniors cushioned the impact of 
the 2007–2009 recession compared with the situations in other states because the 
state’s seniors spent a lot of money and used more medical care, which increased 
the number of jobs in the health care industry (Miller 2010). 

In youth-gaining states and metro areas, younger immigrants and domestic 
migrants dampen the demographic impact of aging. All states want to attract 
young college graduates with the skills, talent, and creativity to forge a twenty-first-
century economy, one directed at high-tech industries rather than traditional man-
ufacturing. In his 2002 article “The Economic Geography of Talent,” Richard Flor-
ida argued that talented people are attracted to locales with high diversity and 
cultural “coolness.” The comingling of talent, diversity, and coolness is associated 
with high-tech industries, and together they generate higher regional incomes. Pro-
fessor Florida’s ideas have attracted a following in the state and local economic 
development community. By the end of the 2000s, even the state of Florida was 
attempting to rebrand itself, shifting from retirement mecca to haven for young 
adults looking for good jobs and affordable housing. Policymakers in the Sunshine 
State talked up the pristine beaches as well as “cool cities” such as Tampa, where 
street life buzzes amid the surrounding cafes, concerts, art exhibits, major-league 
sports teams, and plenty of partying (RIS Media 2011).

Nevertheless, it is inevitable that the desires of young families for schools and 
day care will compete with the demands of the elderly for senior services and 
adult day care, and public officials will have to allocate scarce resources among 
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these priorities (Frey 2011). In the near term, the baby boomers hold the political 
power, but in the long term the future lies with the youth, and so these needs must 
be balanced.

Foreign-Born. The United States is a nation formed by immigrants. Much of the 
nation’s history can be told by reviewing the arrival of the different waves of immi-
grants—the Italians, the Irish, the Scandinavians, and so forth. Indeed, the entry of 
these ethnic groups into the political system formed the basis of many political 
cleavages. Overall, immigrants numbered nearly 37 million or 11 percent of the 
population in 2009 (U.S. Census Bureau 2011d). Today, more than half of immi-
grants are from Latin America, about one-quarter from Asia, and the rest from 
other countries (calculated from Table 3 in Pew Hispanic Center 2011a). The pace 
of immigration slowed with the onset of the recession in 2007, possibly because of 
enhanced border enforcement by federal and state authorities and by the passage of 
stricter state laws that signaled an anti-immigrant stance. In addition, some immi-
grants left the United States to return to their home countries during this period of 
economic hardship. The result is that since 2007 the number of illegal immigrants 
has actually declined by nearly a million people, from a high of 12 million in 2007 
to 11.2 million in 2010 (Pew Hispanic Center 2011b). By the summer of 2011, the 
flood of Mexicans crossing the U.S. border illegally had slowed to something more 
like a trickle because of the expanding economic and educational opportunities 
and shrinking family size in Mexico juxtaposed with the already noted factors on 
the U.S. side, plus expanded legal immigration under temporary agricultural work 
visas (Cave 2011).

In the long run, the country will reap substantial benefits from the arrival of 
today’s immigrants, just as it did from those who arrived earlier. But in the short 
run, the states attracting the most refugees, “regular” immigrants (those who are 
not fleeing to this country for political asylum), and illegal immigrants will experi-
ence difficulties in absorbing them. Immigrants still tend to arrive in just six 
states—California, Florida, Illinois, New Jersey, New York, and Texas—but since 
2000 the proportion of total national immigration has dropped in these states, 
from 70 percent of the immigration stream to 63 percent, and not all of them are 
remaining in the gateway states (Pew Hispanic Center 2011a). Since 2000, immi-
grants have increasingly moved into second-tier states in the Southeast, such as 
Georgia and North Carolina, and into other states such as Massachusetts and 
Washington, where a quarter of them have settled since 2000 (Lyman 2006). 

The set of states experiencing the greatest percentage growth in foreign-born 
between 2000 and 2010 included racially homogeneous states such as New Hamp-
shire (58.0 percent increase) and Montana (60.9 percent), where small numbers of 
new immigrants added to a tiny base yield high percentage increases, plus southern 
and border states such as South Carolina (76.6 percent) and Kentucky (73.9), where 
the numerical base is not as minuscule. In Georgia, both the numbers of foreign-
born and the percentage increase (59.5 percent) are impressive contributors to the 
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Peach State’s overall strong increase in population growth. The correlation between 
overall population growth and foreign-born growth in the first decade of the 
twenty-first century is a positive 0.32, showing that it is difficult for a state to grow 
if it relies only on domestic migration. 

There is a general consensus among economic researchers that the U.S. economy 
gains in the long run from immigration because it boosts the supply of skills in the 
workforce, increases the supply of low-cost services, and contributes to innovation 
(Economic Report of the President 2007, chap. 9; Peri 2010, 6). Legal immigrants pay 
taxes and contribute to Social Security, and many illegal immigrants do as well (50 
percent compliance is assumed by most economic studies). However, an oft-asked 
question is whether the costs of government services for immigrants exceed the 
benefits? This is a difficult question to answer because a proper study would com-
pare the stream of costs and benefits over a lifetime for both natives and non-
natives and because data on illegal immigrants are especially difficult to obtain. But 
a few answers are available. Both immigrants and the native-born pay most of their 
taxes to the federal government. Illegal immigrants are not eligible for any federal 
welfare and health benefits, and legal immigrants must wait five years to apply for 
programs such as SNAP (Food Stamps), TANF, SSI (Supplemental Security 
Income), Medicaid, or SCHIP (State Children’s Health Insurance Program). So we 
can reason that the taxes immigrants pay to the federal government probably exceed 
the services received. 

Immigrants (and the native-born) pay less in taxes to state and local govern-
ments, but it is these governments that pick up more of the costs of immigrants 
than does the federal government. Thus if there is a negative cost-benefit ratio to be 
found, it will more likely be at the state and local level. Nevertheless, the few state 
reports on the economic impacts of immigrants conclude that immigrants pay 
more in state taxes than they receive in state benefits. In The Economic Impact of 
Immigrants in Minnesota, Fennelly and Huart (2009) summarize (in Appendix A) 
the existing state analyses of the fiscal impacts of immigrants, and all the analyses 
that report a summary conclusion cite a positive net gain for the state.3 The 
National Conference of State Legislatures (2009b) has summarized additional stud-
ies that focused only on illegal immigrants. In Missouri and New Mexico, unau-
thorized immigrants were estimated to have paid more in taxes than they received 
in educational services, whereas in Colorado their tax payments were estimated to 
have covered 70–86 percent of federally mandated services for illegal immigrants.

The magnitude, geographic concentration, and type of immigration have 
affected many state governments, primarily in the areas of education, health care, 
and law enforcement, and have provoked a backlash in some states. One obvious 
impact is that many new arrivals do not speak English, or do not speak it well.  

3. The reports were from Arizona, Arkansas, Florida, Iowa, Nebraska, and Texas, and all were writ-
ten since late 2006.
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A political movement touched off by the prevalence of non-English speakers has 
succeeded in getting more than half the states to enact laws making English the 
official language. It is unclear what practical effect such laws have because most 
immigrants want to learn English anyway; classes in English as a second language 
are full almost everywhere, and the waiting lists are often several months long.

The task of teaching English to children falls to the public schools, particularly 
to the large urban school districts. Most of the cost of English instruction is met by 
state and local coffers; the federal government provides relatively little funding. In 
2007–2008, Nevada and California were the states with the highest proportions of 
English language learners (ELLs)—31.3 percent and 24.3 percent, respectively 
(Migration Policy Institute 2010). In California, efforts to teach English quickly 
became a divisive political issue, culminating in the adoption in 1998 of Proposi-
tion 227, which ended bilingual instruction in the public schools. Arizona voters 
adopted a similar proposition in 2000, and Massachusetts followed in 2002. The 
ideological battle over bilingual instruction versus immersion in English continues 
today in muted form.

Language proficiency also affects immigrants’ ability to access health care. 
Under an executive order issued by President Bill Clinton in 2000, all federal agen-
cies that fund nonfederal entities must ensure “meaningful access” to those entities 
for people with limited English proficiency. This order means that state, county, 
and local health and welfare agencies; hospitals, emergency rooms, and clinics; 
managed care organizations; nursing homes and senior centers; and mental health 
centers must provide translation of written materials and free interpreter services 
to patients. Some federal financial help is available through Medicaid and other 
funds, but much of the money has to come from state governments and private 
medical practices.

Minorities. Because of immigration and differential birthrates among groups, 
the United States has gradually evolved from a largely white, European society to an 
increasingly diverse one; today more than one in three Americans is a member of a 
racial or ethnic minority. By 2042, minorities will surpass the majority. This has 
already happened in California, New Mexico, and Texas, where minorities consti-
tute over half the population, and in Hawaii, where whites have long been in the 
minority. Hispanics or Latinos are the country’s largest minority group (over 50 
million) and are growing very fast: they increased by 43 percent between 2000 and 
2010 (U.S. Census Bureau 2011a).4 Hispanic families tend to be large, with twice as 
many children under eighteen as compared with non-Hispanic families (Cook 
2011). Asians grew at an equally rapid pace from 2000 to 2010, but are a much 

4. Hispanics are an ethnic group, not a racial group; Hispanics can be white, black, or of mixed 
race. The term Hispanic is a U.S. Census Bureau label that applies to all people from Spanish-speaking 
countries—that is, from Spain or Latin America. Many Hispanics born in the United States prefer to be 
called Latino, which refers to people of Latin American descent living in the United States. Or they pre-
fer to be known by their national origin—for example, Cuban or Mexican.
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smaller population (nearly 15 million). Blacks or African Americans, who are 
nearly 39 million strong, grew by 12.3 percent and whites by 5.7 percent over the 
same period. Native Americans and Alaskan Natives are the smallest minority 
group at 2.9 million, and they increased by 10 percent over the decade. 

As the previous discussion of immigration would suggest, each minority popu-
lation tends to be concentrated in certain states. Historically, the politics of indi-
vidual southern states have varied according to the proportion of blacks. The Deep 
South states—Alabama, Georgia, Louisiana, Mississippi, and South Carolina—
which had the highest concentrations of blacks, were much more conservative 
politically than the peripheral South—Arkansas, Florida, North Carolina, Tennes-
see, Texas, and Virginia. Political behavior varied because where there were more 
blacks, whites were more likely to unite behind racial conservatism and exercise 
racially exclusionary practices that enhanced their political strength (Key 1949, 
chap. 24). Today, blacks constitute from a quarter to over a third of the population 
in those five Deep South states, as well as in Maryland (U.S. Census Bureau 2011e). 

Latinos, by contrast, have been concentrated primarily in the Southwest, totaling 
46 percent of the population of New Mexico in 2010 and 38 percent of the popula-
tions of California and Texas (U.S. Census Bureau 2011e). There is also a significant 
Latino presence in Arizona (30 percent) and Nevada (27 percent) to round out the 
top five states. But the big story of the 2010 census was the increasing and dramatic 
dispersion of Latinos across the country: dramatic gains in their population share 
emerged in unexpected locales such as Connecticut, Iowa, Kansas, Nebraska, New 
Jersey, Ohio, and Rhode Island (Brownstein 2011, 21). Like blacks, Latinos are a 
disadvantaged minority, but unlike blacks many Latinos lack fluency in English, 
which provides an additional obstacle in finding jobs. And for those who are here 
illegally, their unauthorized status is a serious impediment to obtaining both higher 
education and jobs.

Asian Americans tend to live along the coasts, especially in Hawaii, where they 
constituted 39 percent of the population in 2010, or in California, where they made 
up 13 percent. Other states with notable proportions of Asians are New Jersey (8 
percent) and New York, Nevada, and Washington, each at 7 percent. In Hawaii, 
Asian Americans are joined by the 10 percent of the population that is native 
Hawaiian Islanders, so that whites are a minority of the total population. Hawaii 
has enjoyed successful race relations for a long time and may provide a model for 
other states.

Native Americans primarily reside in the Southwest and West, especially New 
Mexico, South Dakota, Oklahoma, and Montana. There, their proportions ranged 
from 6 to 9 percent of the population in 2010. About half live on tribal lands and 
about half are urbanites. In their state, Alaskan Natives constitute about 15 percent 
of the population. 

Finally, an increasing number of Americans are taking advantage of a new 
option on the U.S. Census to state that they are of more than one race: 9 million 
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people or 2.9 percent of the population identified themselves as multiracial on the 
2010 census (Saulny 2011), an increase of more than 30 percent since 2000. The 
growth was greatest in the South and parts of the Midwest. 

In this description I have emphasized the spatial concentration of minorities, 
but it is also important to point out that the minority share of the population 
increased in every state; indeed, even extremely homogeneous states are becoming 
more diverse. As of 2010, minorities represented more than 20 percent of Utah’s 
population, nearly 17 percent of Minnesota’s, and 15 percent of South Dakota’s, 
just to take a few examples (Brownstein 2011, 21). Also it is noteworthy that by 
2010, 46.5 percent of people under eighteen were minorities, a dramatic jump from 
2000 (Brownstein 2011, 21). At this rate, by 2015 minorities will constitute a major-
ity of children in the United States. The minority status of the younger population 
has significant implications for politics into the future. Minorities are likely to give 
priority to public schools, health care, and infrastructure as the keys to economic 
progress. By contrast, the mostly white senior population may be reluctant to fund 
such services through their taxes (Brownstein 2011, 21). This intergenerational 
racial and ethnic conflict over priorities has the potential to be a long-standing 
divide.

The rapid growth of minorities has increased their political clout in the elector-
ate, although they are still underrepresented among elected officials. Thus far, 
Latinos have achieved the governorships in Florida, Arizona, New Mexico, and 
Nevada. African Americans have been elected to this office only in Virginia and 
Massachusetts.5 Greater inroads have been made in state legislatures: in 2009 
blacks held 8.1 percent of the seats nationwide (National Conference of State Leg-
islatures 2009a), which was below their 12.9 percent population share. The six 
states with the most African American residents all had legislatures with 20 per-
cent or more black legislators. Latinos held only 2.9 percent of legislative seats 
(National Conference of State Legislatures 2009a), well below their 15.8 percent 
population share in 2009. In the top five states for Latino population, New Mexi-
co’s legislature was over 40 percent Latino in 2009, and California’s and Texas’s 
over 20 percent. By contrast, Arizona’s House was only 7 percent, and Nevada’s 
Senate was a mere 5 percent and its House 10 percent. Native Americans are repre-
sented in notable numbers only in Alaska (Native Alaskans) and in Oklahoma. 
Asians, who made up 4.6 percent of the U.S. population in 2009, are the least well 
represented. They do well electorally in Hawaii and make a dent in Washington (5 
percent of state legislators in 2009), but otherwise are not elected to state legisla-
tures in numbers large enough to note. The close proximity of minority groups 
sometimes creates racial tensions over political issues. Several states have faced 
legal challenges to congressional districts drawn along racial lines, and the U.S. 

5. David Paterson also attained the office of governor of New York, but it was by succession from 
the office of lieutenant governor, not election.
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Supreme Court has dealt with a series of such “affirmative gerrymandering” cases. 
Chapter 6 describes in more detail the racial issues involved in legislative reappor-
tionment. In California, a white backlash erupted in 1996 in the form of Proposi-
tion 209. Adopted by the voters, it says that state government cannot use racial 
quotas or preferences in education, contracting, and employment. In 2006 Michi-
gan voters enacted a ban on the use of race in the provision of public services, 
including education, thereby vitiating the Supreme Court ruling Grutter v. Bol-
linger, 539 U.S. 306 (2003), which had allowed the University of Michigan Law 
School to take race into account in admissions. Chapter 5 examines these and 
other states’ use of the initiative vis-à-vis minorities.

Overall, diversity in the composition of state populations—whether racial, eth-
nic, age, or country of origin—leads to political diversity. Political parties in Cali-
fornia are likely to be different from those in Iowa because of population diversity 
or the lack thereof. State parties will differ in their political cleavages and citizens’ 
opinions about public policy needs. To take one example, there are likely to be 
more groups representing a wider spectrum of interests in Florida than in Missis-
sippi. Subsequent chapters will describe some of the political consequences of 
states’ population diversities.

 l

States also differ in their physical characteristics. Some of these attributes are 
fixed and cannot be changed, such as land area, location, and climate. State leaders 
can try to compensate for the effects of a remote location, a cold or unpleasant cli-
mate, or small geographic size, but for the most part they are constrained by nature. 
Similarly, states are constrained by their natural resource endowments: some states 
have rich soil; others cannot grow much. Some states have plenty of water, forests, 
minerals, oil, or coal; others have to get their water from other states or must rely 
on imported oil and coal. The net effect of the uneven distribution of natural 
resources is that states vary in the types of economic activities that can be con-
ducted in them. The overall wealth of states in turn depends on the vigor of their 
economies—and the wealth of states affects the policy choices they make.

Land

States vary enormously in land area. Alaska is more than twice the size of Texas, 
the second-largest state. In fact, twenty-two of the smallest states would have to be 
combined to reach an area as large as Alaska’s. The two smallest states, Delaware 
and Rhode Island, together would fit comfortably within Los Angeles County.

What difference does its geographic size make to a state? First, it affects a state’s 
political style, leading to distinct differences among the states. In the larger states, 
legislative districts are by necessity quite large. In wide-ranging districts, it is hard 
for legislators to keep in touch with constituents; airplanes are frequently used for 
campaigning in Alaska, for example. In rural Texas, the districts are vast. Moreover, 
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legislators must travel hundreds of miles from their homes and jobs to Austin, the 
state capital. The travel burden, then, is a factor in who can serve in the legisla-
ture—only those who can afford it.

In smaller states such as New Hampshire and Vermont, districts are small and 
compact. Legislators can run personal, almost one-on-one campaigns. Vermont’s 
former Speaker, Ralph Wright, said that all he needed to start campaigning was a 
list of eligible voters, which cost $50, and a map of the town of Bennington, which 
was free (Wright 2005). His district was only six miles end to end, so he was able to 
walk it nine times, going door-to-door. Once in office, these legislators can com-
mute to the capital every day, while remaining in their regular occupations. The 
result is politics with a somewhat amateur, small-town flavor.

Second, geographic size has policy implications. In the provision of highways, 
for example, geographic area and population density determine expense. Alaska, 
Montana, and Wyoming are large, sparsely populated states, and so their per capita 
highway expenditures are among the highest in the nation. Rhode Island is a small 
state with a compact population; its expenditure on highways is among the lowest. 
A state’s size affects the delivery of services in many other policy areas as well.

Third, land can be the basis of political conflict. Among the most divisive issues 
in the western states is that the federal government owns much of the land. Eighty-
two percent of Nevada is held by the federal government; more than 60 percent of 
Alaska, Idaho, and Utah is federal domain. Thus vast areas of the West are not 
under state jurisdiction; this land can be put only to the uses allowed by the federal 
government. Chapter 2 explores this issue in more detail.

Natural Resources

Natural resources such as soil, water, minerals, and energy sources are attached 
to the land. The distribution of natural resources has great economic consequences: 
it allows states blessed with abundant water and rich topsoil to concentrate on crop 
production. Less fortunate states must import their water and some of their food. 
Some states receive income from the coal, oil, and minerals extracted from the land. 
Not only do these states have access to nonrenewable resources, but they also derive 
tax revenue from the companies that mine the coal or pump the oil and natural 
gas. Those companies then refine the natural resources and sell them to customers 
at prices sufficient to cover the tax and make a profit. In essence, resource-rich 
states can shift some of their tax burden onto the citizens of other states, as long as 
there is a demand for oil, coal, and natural gas.

In agriculture, California was the top farm producer in 2008 as measured by 
value of agriculture production; it was followed by Iowa, Texas, Nebraska, and 
Minnesota (U.S. Census Bureau 2011c). Most of the other states in the Midwest 
rank fairly high, and the New England states rank low because their state econo-
mies produce few agricultural products. Unlike in earlier times, however, in no 
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state is agriculture the largest sector of the state’s gross state product (GSP).6 But 
agriculture looms large in other ways. In the rural states, there is a sense of pride 
and identification with the land. Iowa, for example, had on its billboards for a time 
the slogan “Iowa, a Place to Grow,” suggesting simultaneously the growth of sturdy 
crops as well as sturdy children.

In addition to fertile topsoil, agriculture requires a reliable supply of water. The 
Midwest is blessed with sufficient water, but the West is not. Nowhere is water a 
more important issue than in the Southwest and West. On the wall of the Colorado 
state capitol is an inscription that reads, “Here is the land where life is written in 
water.” The battle over the use of water from the Colorado River continues to be a 
major issue in seven western states. Chapter 2 describes the interstate compact gov-
erning the water’s usage among states; within states the water conflicts are among 
agriculture, energy projects, and economic development.

Finally, nonrenewable natural resources are unevenly distributed across the 
states. Coal is found in large quantities in Kentucky, Pennsylvania, West Virginia, 
and the surrounding states, and in the West, particularly in New Mexico and Wyo-
ming. Oil is located in the South and Southwest, primarily Louisiana, Oklahoma, 
and Texas, and in Alaska. The unequal distribution of minerals and other natural 
resources has major consequences for state governments. One favorable conse-
quence for a state that has such resources is that it can levy a severance tax on these 
resources.

The states in which the severance tax looms largest are Alaska, North Dakota, 
and Wyoming. Wyoming has no income tax; interest from a mineral trust fund and 
severance taxes on natural gas, coal, and oil furnished 34 percent of 2010 tax col-
lections.7 North Dakota, which does have an income tax and a sales tax, collected 
43 percent of its tax revenues from the severance tax on oil and coal. In fact, the oil 
boom presented its policymakers with a $1 billion surplus in the 2009–2011 bien-
nium. Alaska is even more dependent upon its oil reserves: three-fourths of its state 
tax revenues in 2010 were from severance taxes on oil and natural gas. The state has 
no individual income tax or general sales tax and has even been able to grant each 
citizen an annual dividend, amounting to $1,281 in 2010.

Reliance on the severance tax to the exclusion of other taxes has drawbacks, 
however. Wyoming has found natural gas prices to be rather volatile and tax reve-
nue difficult to predict. Alaska dipped into its reserve fund in the early 2000s, and 
state officials expect that someday soon the severance tax’s revenues will no longer 
be adequate (Barrett and Greene 2005, 39). Today, however, high oil prices have 
restocked the state’s treasury and removed fiscal pressures for the moment.

6. The GSP is the gross market value of the goods and services attributable to the labor and prop-
erty located in a state. It is the state equivalent of the gross domestic product (GDP).

7. Calculated from data provided by the U.S. Census Bureau (2011b).
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 onomi onx

The economic performance of a state depends on its natural resources, available 
human capital, and national and international economic trends.

State Economic Activities

The land and its natural resources initially determine the type of economic 
activities that will prosper in different regions of the country. Because of regions’ 
different resource bases, they concentrate on different economic activities, and they 
enjoy different levels of prosperity. As measured by GSP, in 2010 California had by 
far the largest economy at $1.9 trillion, followed by Texas, New York, Florida, and 
Illinois (U.S. Bureau of Economic Analysis 2011). Florida’s economy, the fourth-
largest, was not quite half the size of California’s. Vermont had the smallest state 
economy at $25.6 billion.

State economies vary not only in size, they also vary in which economic sector is 
most important and in the major goods or services produced. Many of these varia-
tions result from the natural resources of each state—that is, minerals, timber, soil, 
and access to waterways. Over time, however, the sectors of the economy based on 
natural resources have declined in dollar value and in employment relative to the 
rest of the economy. Indeed, in 2005, for the first time, the services sector of the 
private economy was larger than the goods sector in all states (each of these broad 
sectors contains many different industries). By 2010, in twenty-three states manu-
facturing was still the largest single industry within the goods sector, even though it 
was no longer as dominant as in the past (calculated from data in U.S. Bureau of 
Economic Analysis 2011). Meanwhile, mining is still the leading industry in three 
states: Wyoming, West Virginia, and Alaska.

As noted earlier, the services sector is now larger than the goods sector in all states. 
One example of a service industry is the real estate, rental, and leasing industry, 
which ranks as the largest industry in eighteen states, including large economies such 
as California and Florida. The finance and insurance industry is tops in four states, 
including the financial capitals of New York and nearby Connecticut and in the pop-
ular business havens of Delaware and South Dakota. Because the latter states offer 
especially favorable regulatory conditions for the banking and insurance industries, 
banks locate their subsidiary operations there. Nevada seems to be in a service cate-
gory of its own: accommodation and food services, which seem to be another name 
for the hotel and casino business. And Virginia, adjacent to the District of Columbia, 
was the only state to have professional services as its leading industry in 2010. 

The shift from a goods-based economy to a services-based economy is just one 
example of the larger changes in the national and international economies. Because 
of the globalization of capitalism, states are increasingly feeling the effects of 
surges and declines in prices, labor markets, and exchange rates thousands of miles 
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away. States’ economic fortunes in a global economy depend on their abilities to 
export products and their capacities to attract direct foreign investment. Chapter 
16 describes states’ efforts to attract foreign as well as domestic investors and high-
lights the political salience of exports in a global economy.

International trade—the import and export of goods and services—is an impor-
tant and integral part of the economy today. In 2009 export-related manufacturing 
employment accounted for nearly 5 percent of all private sector employment, but 
states varied in their success in finding export markets for their products. The state 
of Washington ranked first, with 8.7 percent of its employment related to export-
related manufacturing (U.S. Census Bureau 2009), probably because Boeing air-
craft were Washington’s number one export. In the next four states, 7.4–8.6 percent 
of private sector employment was generated by export-related manufacturing: 
Kansas (civilian aircraft was also its number one export), South Carolina (passen-
ger vehicles), Alabama (passenger vehicles), and Indiana (pharmaceuticals and 
medical devices). These facts are revealing: amid the political discussion of U.S. 
jobs lost to cheap foreign labor, those created by the manufacture of exports for 
foreign markets are often overlooked. Many state economies depend in part on the 
buying power of consumers far away.

Because of the globalized economy, export industries are a source of higher 
wages, and state leaders actively seek international trading opportunities. Recogniz-
ing that international trade agreements can have profound impacts on their econo-
mies, states are working together to influence U.S. trade policy and especially the 
actions of the U.S. trade representative. The state of Washington has its own state 
trade representative to represent it in trade negotiations. And Maine has a Citizen 
Trade Policy Commission, established by law in 2004, to assess the effects of inter-
national trade policies and agreements on the state’s laws, working conditions, and 
business climate.

States along the borders of Mexico and Canada have special ties to the interna-
tional economy. As explained further in Chapter 2, trade relations among all three 
countries are governed to some extent by the North American Free Trade Agree-
ment (NAFTA). A series of other international agreements attempt to coordinate 
border policies on pollution, wildlife, fishing, treatment of disease, law enforce-
ment, and so on. Mexico is particularly important to Texas; after a new governor is 
elected in Texas, he or she usually visits Mexico even before visiting Washington, 
D.C. Florida’s economy is buoyed by foreign investment and merchandise trade 
with Latin America. In fact, Miami is often said to be the economic and commer-
cial capital of Latin America (Barone 2009, 339).

State Personal Income

The net effect of states’ natural resources, national and international economic 
trends, and the flow of federal funds is reflected in states’ wealth, usually measured 
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by per capita personal income. Because this figure includes an individual’s income 
from all sources, a state’s growth in personal income is a good index of how well its 
economy is doing. The states vary significantly in personal income. Connecticut, 
the top state at $56,001, is significantly ahead of last-place Mississippi at $31,186. 
Personal income is an important constraint on state programs because wealth 
determines what a state can afford to do on its own to meet its people’s needs. 
States such as Mississippi do not have a lot of taxable income. States at the top of 
the income ranking, such as Connecticut, have a larger tax base and can afford to 
offer their citizens more generous benefits. The irony is, of course, that Mississippi’s 
needs are greater than Connecticut’s. But, as described in Chapter 2, federal aid 
reduces these interstate disparities to some extent. 

State leaders do not simply “convert” economic wealth into expenditures for pub-
lic programs. Indeed, there are too many anomalies in state wealth and expenditure 
rankings for simple conversion to be a convincing explanation for state expenditure 
and policy differences. Moreover, the economic performances of states change over 
time. Some develop new fiscal capacities that might be tapped by government; the 
fiscal capacities of others shrink, leaving them with overdeveloped public sectors in 
the eyes of many of today’s conservatives. Politics shapes how economic resources 
will be translated into public policies. In the next section, I introduce some of the 
political dimensions that structure how states use their economic resources.

 oliil onx

The broader political context that influences state policymaking includes long-
standing historical and cultural patterns, contemporary public opinion and ideol-
ogy, and national political trends.

Historical Differences

Many of the political differences in states today—differences in voter turnout 
and party competition, for example—are long-standing ones. The South in partic-
ular has had a different political history than the rest of the country, and not just 
since 1865. Some of the South’s differences from other regions of the country are 
rooted in distinct economic interests. But another important historical difference is 
the South’s political culture. It shapes the habits, perspectives, and attitudes that 
influence present-day political life.

Daniel Elazar (1984) has written extensively on how state political cultures have 
shaped the operations of state political systems. He has argued that the United 
States shares a general political culture that is in turn a synthesis of three major 
subcultures—individualist, moralist, and traditionalist. The values of each subcul-
ture were brought to this country by the early settlers and spread unevenly across 
the country as various ethnic and religious groups moved westward. Along the way, 
these migration streams deposited their political values, much like the Ice Age left 
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permanent geological traces on the Earth. Today’s differences, according to Elazar, 
can be traced to the bedrock political values and perspectives of the earliest settlers, 
who, among other things, created the original state constitutions.

The individualist political culture emphasizes the marketplace. Government 
has a limited role, primarily to keep the marketplace working properly. Bureau-
cracy is viewed negatively as a deterrent to the spoils system. Corruption in office is 
tolerated because politics is thought to be a dirty business. Political competition 
tends to be partisan and oriented toward gaining office rather than toward dealing 
with issues.

In distinct contrast is the moralist political culture, which emphasizes the com-
monwealth. In this view, government’s role is to advance the public interest or the 
good of the commonwealth. Thus government is a positive force in the lives of citi-
zens. Politics revolves around issues; corruption is not tolerated. Politics is a matter 
of concern to all citizens; it is therefore a citizen’s duty to participate in elections. 

The third subculture, the traditionalist political culture, is rooted in an ambiv-
alent attitude toward the marketplace and the commonwealth. The purpose of gov-
ernment under this philosophy is to maintain the existing social and economic 
hierarchy. Politicians hail from society’s elite, who have almost a familial obligation 
to govern. Ordinary citizens are not expected to participate in political affairs or 
even to vote. 

Elazar’s cultural theory has intuitive appeal because it is consistent with general 
impressions about state differences in political values, style, and tone and provides 
a historical explanation for differences. More than a hundred studies have tested his 
predictions about political and policy differences among the three subcultures and 
found some support for them. Internal migration patterns between regions may 
either reinforce or override the cultural base laid by the first settlers. If the popula-
tion influx is quite large, the cultural base may be transformed into a different one. 
Florida, for example, was first transformed by northerners moving there to retire, 
and now by immigrants from Cuba and other countries in Latin America. Only 
pockets of traditionalism remain in Florida today. States with stable populations, 
such as North Dakota, remain relatively pure examples of their subcultures.

Contemporary Differences

Others argue that historical cultural differences are not as important as contem-
porary differences in explaining public policy. Rodney Hero and Caroline Tolbert 
(1996; Hero 1998, 2007) argue that present-day patterns of racial and ethnic diver-
sity are more influential than political subcultures derived from settlement patterns 
of the past. They show that states vary in their policy choices according to the het-
erogeneity of their populations. Joel Lieske (2010) combines the ideas of both Ela-
zar and Hero and Tolbert; he uses multiple measures of racial and ethnic origins, 
religious affiliations, and social structure in 2000 to classify all U.S. counties into 
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eleven subcultural categories. He then uses these categories to predict social and 
political behavior and state performance in various areas, making claims for their 
predictive superiority over the measures of previous researchers. As shown in  
Figure 1-2, Lieske groups his eleven subcultures into five larger categories used by 
Elazar and Hero. He places three subcultures—the Nordic, Mormon, and Anglo-
French—under the Moralist category used by Elazar that mostly arose out of a core 
Puritan culture. His Individualist category, similar to that of Elazar, embraces two 
relatively homogeneous subcultures—the Germanic and Heartland—that repre-
sent the geographic extensions of German and Dutch settlers. The Pluralistic cate-
gory includes two culturally diverse subcultures—the Rurban and Global—that 
represent the outgrowth of internal migratory streams and the arrival of a third 
global wave of immigration since 1965. His Bifurcated category (one of Hero’s cat-
egories) encompasses two culturally diverse subcultures—the Border and Black-
belt—that represent the geographic extensions of early waves of British immigra-
tion and the subsequent migration of their African slaves to the Upland South. 
Finally, the Separatist category includes two other bifurcated subcultures—the 
Native American and Latino—that have been the most protective of their native 
language and cultural traditions.

Another contemporary difference in states’ political makeup is public opinion. 
Public opinion encompasses the attitudes of individual citizens toward public 
issues: Should their state spend more on welfare? Allow same-sex marriages? 
Establish a lottery? The cultural thesis outlined previously suggests that public 
opinion on these and other issues should vary by state, and indeed it does. An even 
more important question is whether state policy differences are related to (or 
caused by) differences in public opinion (see Chapter 14 for a fuller discussion of 
public opinion).

Erikson, Wright, and McIver in Statehouse Democracy (1993) pioneered a 
method for comparing public opinion across states by pooling CBS News/New 
York Times telephone surveys from 1976 to 1988 to obtain measures of citizen 
ideology and party identification by state. I use a similar and more recent citizen 
ideology measure constructed from the 2008 Cooperative Congressional Election 
Study (CCES) by Thomas Carsey and Jeffrey Harden (2010) to predict policy dif-
ferences among the states. Recall the policy liberalism index presented in Table 
1-1 earlier in the chapter. The index is constructed so that 1 indicates the state 
making the most liberal choices (California) and 50 indicates the state making the 
most conservative policy choices (Arkansas). Given the direction of the two 
scales, one might expect citizen ideology and the policy liberalism index to be 
positively correlated.

Figure 1-3 reveals that indeed there is a positive relation between the two mea-
sures: as states increase in liberal ideology (move to the right along the x-axis), they 
make more liberal policy choices (move upward along the y-axis). The correlation 
between the two scales is 0.81, almost the same as the 0.82 correlation reported by 
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Figure 1-3 Citizen Ideology and Policy Liberalism in the States 

SOURCE: Constructed by the author. Policy liberalism index is taken from Table 1-1. Citizen ideology is taken from Thomas M. 
Carsey and Jeffrey J. Harden, “New Measures of Partisanship, Ideology, and Policy Mood in the American States,” State Politics and 
Policy Quarterly 10 (2010): 136–156.

Erikson, Wright, and McIver (1993) for a different policy index measured in the 
1980s. Of course, other factors besides public opinion must be included in a prop-
erly specified model, but the measure of citizen ideology holds up quite well statis-
tically against other variables (Gray et al. 2004).

In addition to public opinion, states’ political organizations are crucial to policy-
making. This book examines in detail two types of organizations: political parties, 
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treated in Chapter 3, and interest groups, discussed in Chapter 4. The chapter authors 
describe how parties and groups function and how they differ from state to state.

National Forces

The states’ political contexts are also conditioned by national political trends. 
These external forces have an effect on the linkages between politics and policy 
within states. A classic article by John Chubb (1988) found that presidential and 
senatorial coattails, voter turnout surges and declines, and national economic 
conditions have all affected the outcomes of state legislative races since 1940. For 
example, in 2006 when voters showed their wrath over the Iraq War by turning 
the Republican Congress out of office in Washington, D.C., they also looked 
favorably upon Democrats at the state level. Governors were elected in thirty-six 
states: fifteen Republicans and twenty-one Democrats. Republican-controlled leg-
islatures fell to fifteen. In an analysis of those gubernatorial elections, Adam 
Brown (2010) found that Democratic voters whose governor was a Democrat 
approved of their governor’s performance and blamed the unemployment prob-
lem on President George W. Bush. Republican voters in the same state blamed the 
state’s Democratic governor, not President Bush, for putting people out of work. 
Brown called this attribution of blame “divided federalism.” Thus national politi-
cal trends may indirectly affect state government through their impact on state 
elections.

Interest organizations sometimes try to coordinate multistate campaigns in 
order to achieve their legislative or electoral objectives, perhaps by placing statutory 
initiatives or constitutional amendments on state electoral ballots. After the Massa-
chusetts Supreme Court ruled in early 2004 that the state’s ban on same-sex mar-
riage violated the state constitution, the pro-family movement sought to rewrite 
state constitutions so that state judges could not find a right to same-sex marriage 
in state fundamental documents, even if state statutes had already defined marriage 
in traditional terms. By summer 2011, thirty states had defined marriage in their 
constitutions so as to preclude same-sex marriage.

Besides these forces, other national political factors may affect the states. One 
such factor is the hierarchy of national offices that exists in the United States. As 
Schlesinger (1966, 1991) has documented, there is a regular career progression 
from state legislative and other entry-level offices to the governorship to Washing-
ton-based positions such as senator, vice president, and president. Most people who 
achieve high office in Washington have “worked their way up” through this office 
hierarchy. Former governors Ronald Reagan, Jimmy Carter, Bill Clinton, and 
George W. Bush are four examples of this phenomenon, which Chapter 7 describes 
in more detail.

These are but a few of the ways in which national political trends may affect state 
politics. Together with the historical and contemporary political differences among 
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states, they structure how states handle their problems. Fiscal resources offer only 
the opportunity to solve problems; political leadership must still be used to con-
front the problems. 

govning in usiy

Today, the fifty states face a number of challenges, the most daunting of which is 
prolonged financial austerity. However, leaders differ in their assessments of how 
those challenges ought to be met. In the twenty states in which Republicans enjoyed 
party control of the legislature and the governorship in 2011, they honored cam-
paign pledges not to raise taxes by enacting deep spending cuts to balance budgets. 
These cuts hit health care (especially Medicaid), unemployment benefits, higher 
education, and even K–12 education, a previously sacrosanct budgetary item 
(Gramlich 2011). A particular target was the public workforce, including teachers; 
at least three states—Indiana, Ohio, and Wisconsin—passed laws to limit collective 
bargaining rights in the public sector. Republican-controlled states enacted a num-
ber of social policy measures, including antiabortion laws and anti-immigration 
statutes. By the same token, the effects of party control could also be seen in the 
eleven states held completely by Democrats in 2011. Vermont’s Democrats enacted 
the nation’s first single-payer health care system, while Connecticut’s Democrats 
increased taxes and required private companies to provide sick leave for workers, a 
first in the nation. Thus the impact of party control was very clear in the 2011 legis-
lative sessions.

Only one of the states under split party control—Minnesota—shut down its 
government. It happened on July 1, 2011, because party leaders could not reach an 
agreement on the budget. In the other seventeen states in this group, leaders were 
able to reach across party lines and make compromises to enact a budget. In that 
sense, the states seemed better able to handle the challenge of austerity than the 
federal government, which was also split between the two political parties. By tak-
ing a close look at smaller political systems such as the American states, this book 
will reveal how politics in America operates.
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c h a p t e r  1 3

r o b e r t  c .  l o w r y  a n d  
a l i s a  h i c k l i n  f r y a r

The Politics of Higher Education

Colleges and universities have a major influence on private and public life in the 
United States. They educate the country’s youth, train its workforce, make consis-
tent gains in science and technology, and receive a large portion of discretionary 
state appropriations. And yet few political scientists pay much attention to institu-
tions of higher learning. Indeed, ten years ago essentially no political science 
research was being conducted on higher education, and only a small amount is 
currently under way. 

Today, however, concern is growing about the state of higher education in the 
United States, and controversy is swirling around several issues. For one thing, the 
traditional model of the four-year bachelor’s degree earned on a campus with real 
classrooms and live instructors is being questioned. Tuition and fees are rising 
faster than the rate of inflation, and concern is also rising about the number of stu-
dents who begin but do not complete a degree at all, let alone in four years. Many 
people nevertheless feel compelled to attend college in order to compete in an 
information- and service-based economy. But this attitude in turn directs attention 
to the fact that access to higher education is not at all equal throughout the popula-
tion. And in another development, recent research implies that many undergradu-
ates do not actually improve their thinking or writing skills while they are in college 
(Arum and Roksa 2011). 

We begin this chapter by describing the complicated market for higher educa-
tion, including brief descriptions of the private nonprofit and private for-profit 
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sectors. We then address the finances of public higher education. Nationwide, 
spending and tuition and fees per student have been rising faster than inflation for 
three decades, while appropriations per student have roughly kept up with infla-
tion, at least until 2007. A number of features of higher education as a political 
issue may explain why appropriations have not kept up with spending, not the least 
of which is that enrollments have continued to increase in spite of higher tuition 
and fees. We then move to a discussion of the administrative structures adopted by 
states to govern public higher education. The level of oversight and regulation by 
states determines whether public colleges and universities pursue missions domi-
nated by traditional academic values or the goals of state politicians.

We also discuss issues of student access to higher education as they pertain to 
minorities, low-income students, and students who entered the country illegally as 
children. All of these students are affected by both federal and state court decisions 
and legislation. This discussion is followed by a review of attempts to make public 
colleges and universities more accountable for student success and learning and the 
use of public research universities as instruments of state economic policy. We con-
clude that the relationship between public colleges and universities and state gov-
ernments that prevailed throughout much of the twentieth century may require 
modification, if not replacement, although a new model has yet to emerge.

 omlid mk fo ig duion

The market for higher (or postsecondary) education features a diversity of insti-
tutions, ranging from online and commuter schools providing purely vocational 
training to massive public universities with upward of 50,000 students, world-
famous research institutions, and elite private liberal arts colleges, with many other 
variations and gradations. Individual institutions may be publicly owned, private 
nonprofit, or private for-profit. They are subject to varying degrees of control and 
regulation by state governments and private accreditation agencies. Although the 
federal government does not directly regulate postsecondary institutions, it can 
exert influence through the conditions it attaches to eligibility for federal student 
financial aid and research funding (Lowry 2009b). In this chapter, we focus primar-
ily on public universities and community colleges, but we begin with a brief 
description of the size and nature of all three higher education subsectors.

Public Institutions

Figure 13-1 shows total fall enrollment in degree-granting institutions by type 
for the years 1980–2009. Public institutions dominate the higher education market 
when measured by enrollments, as they have since the mid-1950s (National Center 
for Education Statistics 2010). In 2009, about 14.8 million of the 20.4 million stu-
dents at degree-granting postsecondary institutions (73 percent) were enrolled in 
public colleges and universities. Of these, about 7.7 million were at four-year public 
universities, and about 7.1 million were at two-year community colleges.
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S O U R C E :  National Center for Education Statistics, Digest of Education Statistics (Washington, D.C.: NCES, 2010), table 197, 
http://nces.ed.gov/programs/digest/.

The oldest public university in the United States is the University of North Caro-
lina at Chapel Hill, chartered in 1789. Many of the colleges founded before then 
were neither clearly public nor clearly private; instead they were governed and 
funded by a mixture of public, private, and religious authorities (Rudolph [1962] 
1990). State-controlled universities became common in the nineteenth century, 
particularly in the Midwest and plains states, but state governments typically pro-
vided little or no financial support for operations (Brubacher and Rudy 1976). The 
earliest large-scale public support came in the form of the Morrill Act of 1862, 
which made grants of federal public land to the states for the purpose of establish-
ing colleges that specialized in practical training in the “agricultural and mechani-
cal” arts (Rudolph [1962] 1990; Goldin and Katz 1999). Today, these “land-grant” 
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universities continue to receive federal funds for certain designated programs in 
areas, such as agriculture and engineering. 

By the turn of the twentieth century, state government financial support was 
well established, and many states had one or two “flagship” campuses that resem-
bled modern research universities. Most other public institutions were two-year 
colleges established primarily for the purpose of training primary and secondary 
school teachers (Goldin and Katz 1999). The big explosion in public higher educa-
tion occurred in the years following World War II, when the GI Bill made it possi-
ble for millions of returning military personnel to afford a college education. Later 
in the 1950s, federal funding for research increased dramatically in response to the 
launching of the Sputnik satellite by the Soviet Union (Rudolph [1962] 1990). Total 
enrollment in public institutions tripled between 1947 and 1964, and many of the 
two-year teachers’ colleges became four-year colleges with aspirations of becoming 
research universities. This development led to a desire for greater coordination and 
the creation of the state governance structures discussed shortly.

Public higher education enrollments continued to grow dramatically during the 
late 1960s and 1970s as the baby boom generation finished high school, with the 
most rapid growth occurring in two-year community colleges. In some states, com-
munity colleges are funded primarily by local property taxes, while in others they 
receive state appropriations similar to four-year institutions. The nationwide share 
of total public sector enrollment in community colleges has held steady at slightly 
less than half since 1980, but there is significant variation across states. In the fall of 
2008, it ranged from a high of 71 percent in California and 65 percent in Wyoming 
to a low of just 3 percent in Alaska and 12 percent in Nevada (National Center for 
Education Statistics 2010).

Private Nonprofit Institutions

The oldest institution of higher education in the United States is Harvard Col-
lege, founded in 1636. Other well-known institutions that predate the American 
Revolution are Yale, Princeton (formerly known as the College of New Jersey), and 
the College of William and Mary (now a public university). As just noted, these 
early institutions were often governed by a mixture of public and private authori-
ties. It was not until 1819 that the legal autonomy of private nonprofit corporations 
was clearly established by the U.S. Supreme Court in Dartmouth College v. Wood-
ward, 17 U.S. 518 (1819) (Rudolph [1962] 1990). 

In some cases, the line between public and private nonprofit institutions can still 
be quite thin. A good example of this is Western Governors University (WGU), 
which was created following a 1995 meeting of the Western Governors Association. 
Many western states faced the problem of rapidly growing populations, widely dis-
persed population centers, and limited public funds for education. The governors 
decided to promote a university that would make maximum use of distance learn-
ing technology. WGU was chartered as a private nonprofit university and began 
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accepting students in 1999. Its classes are offered entirely online, and degrees are 
awarded on the basis of demonstrated competencies rather than credit hours com-
pleted. Enrollment in its four colleges of business, teaching, health, and informa-
tion technology grew from 5,525 in June 2006 to 19,400 in June 2010, an annual 
growth rate of 37 percent (Western Governors University 2010).

Today, there are more than twice as many private nonprofit four-year colleges 
and universities as public, although their total enrollment is less than half as large 
(National Center for Education Statistics 2010). The share of students enrolled in 
the private nonprofit sector varies substantially by region; it is highest in New Eng-
land and the Mid-Atlantic states. Private institutions include research universities, 
“comprehensive” universities that have some graduate and professional programs, 
liberal arts colleges that specialize in undergraduate education, and institutions 
that specialize in particular areas such as business or the fine arts. Many of these 
institutions have religious affiliations that affect the composition of the faculty and 
student body, as well as the content of the curriculum at smaller liberal arts col-
leges. There is also a handful of private nonprofit two-year colleges.

Each private nonprofit institution is governed by a board of directors in accor-
dance with its own charter. Nevertheless, colleges and universities need to be 
accredited in order to qualify for state and federal financial aid and so that their 
courses and degrees will be recognized by other colleges and universities. The most 
important accreditation agencies are the seven regional agencies that periodically 
review an institution’s overall curriculum and finances. In addition, numerous 
organizations accredit specific degree programs, primarily those that offer profes-
sional training. All seven regional agencies and many of the programmatic accred-
iting organizations are recognized in turn by the Council for Higher Education 
Accreditation (2011), whose membership includes some 3,000 degree-granting col-
leges and universities. The process of accreditation thus amounts to a form of 
industry self-regulation. 

State governments also have some policies directed at private nonprofit institu-
tions. Some states provide funds directly to private institutions. These funds are 
distinct from appropriations to public institutions because they typically are lim-
ited to certain degree programs and awarded on the basis of degrees completed 
rather than enrollment or some other metric. Also, some states include private 
institutions in their overall planning and coordination activities, whereas others do 
not. Finally, states may have student financial aid programs that place no restric-
tions on where the aid can be spent (Zumeta 1992).

For-Profit Institutions

The smallest but fastest-growing segment of the higher education industry is 
private for-profit institutions. Enrollment in degree-granting for-profit institu-
tions in fall 2009 was over 1.8 million, or 9.1 percent of total enrollment, compared 
with just over 400,000 a decade earlier. In addition, in fall 2008 over 300,000  
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students were enrolled in non-degree-granting for-profit institutions participat-
ing in federal financial aid programs (National Center for Education Statistics 
2010). Until recently, for-profit institutions mostly focused on vocational train-
ing. Now, however, institutions such as the University of Phoenix and Kaplan 
University are offering four-year undergraduate and some graduate degree pro-
grams and are growing rapidly. Still, most for-profit institutions compete with 
public two-year community colleges for students. The competition has grown 
rather heated, to the point where one for-profit college in Florida sued Florida 
State College in Jacksonville for conducting a “destructive media campaign” 
(Vasquez 2010).

As the for-profit higher education sector becomes more prominent, it is receiv-
ing more attention from government agencies. Non-degree-granting for-profit 
institutions are licensed by the state in which they are located, although this func-
tion may be assigned to a consumer protection agency rather than the depart-
ment of education, and actual enforcement is contingent on having adequate 
resources (Lesser and Smith 2011). Degree-granting for-profit institutions need 
to be accredited by the relevant accrediting agencies for the same reasons as pub-
lic and nonprofit institutions. The U.S. Department of Education recently issued 
new regulations that would limit practices used by for-profit institutions to 
recruit students and would increase state oversight of distance education. The 
Association of Private Sector Colleges and Universities promptly sued to have the 
regulations declared invalid (Blumenstyk 2011).

Higher Education Markets in California and Texas

Table 13-1 summarizes the organization of the higher education markets in Cal-
ifornia and Texas. It lists the numbers of institutions or branches and total enroll-
ment in various subsectors, and the notes indicate the specific missions of four-
year public universities and selected private institutions. Missions are defined 
largely by the amount of emphasis placed on graduate programs and funded 
research using a classification system developed by the Carnegie Foundation for the 
Advancement of Teaching (2011). 

California and Texas have larger total enrollments than any other state, but their 
systems of public higher education are organized quite differently. California has 
three centrally governed systems that are strictly separated along hierarchical lines. 
The University of California (UC) system has nine academic campuses and one 
health sciences center, all of which are designated as “research universities” except 
for UC Merced, which was just founded in 2005. The California State University 
system has twenty-three universities and is less selective in admitting students than 
the University of California. The California Community College system is limited 
to two-year institutions. Not only is the number of students enrolled in community 
colleges in California greater than total higher education enrollment in any other 
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Table 13-1 Higher Education Markets in California and Texas

Subsector Size in 2008 Description/examples

California

Public four-year 35 institutions and branches
658,000 students

University of California system (9/1)a, e

California State University system (23)c, g

Public two-year 112 institutions and branches
1,582,000 students

California Community Colleges systemg

Private nonprofit 146 institutions and branches (139 four-year)
268,000 students

California Institute of Technologya

Pepperdine Universityb

Claremont McKenna Colleged

Mills Collegec

Stanford Universitya

University of Southern Californiaa

Private for-profit 143 institutions and branches
(80 two-year)
144,000 students

Texas

Public four-year 45 institutions and branches
570,000 students

Stephen F. Austin State Universityc

Texas A&M University system (11/1)a, e, f, g

Texas Southern Universityb, f

Texas State University system (8)b, g

Texas Tech University system (2/1)a, b

Texas Woman’s Universityb

University of Houston system (4)a, g

University of North Texas system (2/1)a, g

University of Texas system (9/6)a, g

Public two-year 64 institutions and branches
593,000 students

50 public community college districts 
represented by the Texas Association of 
Community Collegesg

Private nonprofit 57 institutions and branches
(53 four-year)
127,000 students

Austin Colleged

Baylor Universitya

Rice Universitya

Southern Methodist Universitya

Southwestern Universityd

Texas Christian Universityb

Trinity Universityc

Private for-profit 74 institutions and branches
(55 two-year)
37,000 students

S O U R C E S :  Numbers of institutions and enrollments are from the National Center for Education Statistics (2009, 2010). Institu-
tional missions are from the Carnegie Foundation for the Advancement of Teaching (2011) and from official institution Web sites.

N O T E :  Enrollments are rounded to the nearest thousand. Boldface numbers in parentheses indicate the number of (universi-
ties/health science institutes) in a system.

a. One or more research universities.

b. One or more doctoral/research universities.

c. Master’s universities.

d. Liberal arts colleges.

e. One or more campuses designated as land-grant institutions.

f. One campus designated as Historically Black College or University.

g. One or more campuses designated as Hispanic-Serving College or University.

Copyright ©2016 by SAGE Publications, Inc.   
This work may not be reproduced or distributed in any form or by any means without express written permission of the publisher.

Do n
ot 

co
py

, p
os

t, o
r d

ist
rib

ute



 1            1 3

state, but these students constitute the largest share of public higher education 
enrollment: 71 percent. California also has a large private higher education sector, 
including several well-known research universities, several liberal arts colleges, and 
a for-profit subsector with over 140,000 students in 2008.

The organization of public higher education in Texas is more typical of other 
states, except that Texas has more institutions and more students. The state has six 
public university systems and three stand-alone four-year universities. Four of the 
systems have a single “flagship” institution with one or more satellite campuses. 
However, the University of Texas (UT) system has UT Austin, four other research 
universities, four master’s universities, and six health science centers that concen-
trate on medical training and research. The Texas State system has multiple doc-
toral/research universities but no flagship institution. To some extent, systems tend 
to occupy niches based on geography: the University of Houston system is (obvi-
ously) in and around Houston; several (but not all) UT institutions are in large 
urban areas; Texas A&M institutions tend to be in more rural areas; the Texas State 
system is concentrated in the southern part of Texas; and so forth. 

Texas has roughly equal numbers of students enrolled in two- and four-year 
public institutions, a ratio that is close to the national average. Whereas the Califor-
nia Community College system has a chancellor appointed by the governor, the 
Texas Association of Community Colleges is more of a trade association that repre-
sents community colleges’ interests before state government. Although Texas has 
several private institutions that meet the Carnegie criteria for research universities, 
only Rice University really has a national reputation for its research and graduate 
programs. Many private four-year institutions in Texas have religious affiliations 
that remain an important part of their missions. Finally, enrollment at private for-
profit institutions in Texas is less than 3 percent of the total higher education 
enrollment, which is well below the national average.

The rapid development of for-profit and online programs is making the higher 
education market even more complicated than it was before. Nevertheless, public 
colleges and universities still account for almost three-fourths of total enrollment. 
Moreover, public colleges and universities are created, governed, and to a signifi-
cant degree financed by the states. The rest of this chapter will therefore concen-
trate primarily on this subsector, beginning with the issue of finances.

ubli ig duion finns

We begin this section by discussing trends in tuition, appropriations, and spend-
ing at public colleges and universities. We then address the politics of state support 
for public higher education, noting that certain aspects of public higher education 
make it particularly vulnerable to state government budget pressures. Statistical 
analyses of the variation in state funding are difficult to compare because of differ-
ences in measurement and units of analysis, but there are some robust findings.
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The Politics of Higher Education  1 3

Trends in Costs, Appropriations, and Tuition

Figures 13-2 and 13-3 present trends in revenues and spending per full-time-
equivalent (FTE) student at all degree-granting public institutions of higher edu-
cation for the years 1979–2008, drawn from the National Center for Education 
Statistics (various years). Figure 13-2 shows trends for gross tuition and fees, and 
state and local appropriations for operations. These make up nearly all of the 
unrestricted revenues at public institutions. Figure 13-3 shows “educational and 
general” spending less research and public service, because the latter are usually 
financed by grants and contracts restricted to these purposes. It also shows spend-
ing on instruction alone, which is a part of educational and general spending. All 
of the dollar amounts are national averages for all four- and two-year public insti-
tutions. The comparable levels for any given university, or for two- or four-year 
institutions in any given state, may differ considerably, although the general trends 
over time should be similar.

Figure 13-2 shows that tuition and fees have been rising faster than inflation for 
nearly three decades. Real tuition and fee revenue per student increased 129 per-
cent between 1979 and 2008. Although the data shown are for gross tuition and 
fees before any financial aid, institutional financial aid was about 20 percent of the 
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Figure 13-2 Revenue per Full-Time-Equivalent Student at All U.S. Public Colleges and Universities, 
1979–2008

S O U R C E :  Authors’ calculations using data from National Center for Education Statistics (various years) for fiscal years beginning 
in the fall of the year shown, adjusted using the consumer price index. Amounts are in 2008 dollars. Full-time-equivalent enroll-
ment is estimated as full-time students plus 0.4 times part-time students.
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“sticker price” in both 1979 and 2008. By contrast, state and local government 
appropriations per student hovered around the same inflation-adjusted level, with 
the real level in 2007 about 4 percent less than in 1979. Then in 2008, nationwide 
appropriations per FTE student dropped an additional 10 percent as the effects of 
the recession were felt.

What is driving the increase in tuition and fees? The data plotted in Figure 13-3 
show that real spending per student on instruction increased 21 percent from 1979 
through 2008. This spending includes faculty salaries, as well as that for information 
technology used in instruction and other costs that are not budgeted separately. 
Unlike some other industries, higher education has not become more efficient as a 
result of the revolution in computers and information technology. The data also 
reveal that educational and general spending less research and public service has 
increased at a faster rate than spending on instruction alone—44 percent from 1979 
to 2008. Other categories included in educational and general spending are aca-
demic support, student services, general administration, and the like. The fact that 
these categories are growing faster than instruction reflects the increased demand 
for specialized services, information, and technology management, which has led to 
what Arum and Roksa (2011, 12) call the “nonacademic professionalization of 
higher education.” This spending growth has not been constrained by the market, 

$18,000

$16,000

$14,000

$12,000

Sp
en

d
in

g
 (

20
08

 U
.S

. d
o

lla
rs

)

$10,000

$8,000

$6,000

$4,000

$2,000

1979 1983 1987 1991 1995 1999 2003 2008
$0

Spending less research and public service Instruction

Figure 13-3 Educational and General Spending per Full-Time-Equivalent Student at All U.S. Public  
Colleges and Universities, 1979–2008

S O U R C E :  Authors’ calculations using data from National Center for Education Statistics (various years) for fiscal years beginning 
in the fall of the year shown, adjusted using the consumer price index. Amounts are in 2008 dollars. Full-time-equivalent enroll-
ment is estimated as full-time students plus 0.4 times part-time students.
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because universities and colleges tend to compete with each other on the basis of 
services and reputation more than price (Lyall and Sell 2006).

Although the increase in tuition and fees is certainly painful for many students, 
tuition and fee revenues per student are still (as of 2008) less than appropriations 
per student, less than spending on instruction per student, and far less than total 
educational and general spending per student. In other words, higher education at 
public colleges and universities continues to be heavily subsidized, even after three 
decades of price increases. Moreover, enrollments have continued to increase along 
with prices, reflecting both the widely held belief that a college education remains a 
good investment in the future and the ability of most prospective students to secure 
the necessary funds.

The Politics of State Financial Support

State financial support for public higher education takes several forms: funds 
appropriated directly to institutions to be spent on educational and general opera-
tions, capital appropriations to be spent on new buildings and other infrastructure, 
grants and contracts for specific projects or deliverables, and financial aid to stu-
dents. In 2007–2008, state governments provided $68.4 billion in appropriations for 
operations, $9.7 billion in grants and contracts, and $10.0 billion in all forms of 
student financial aid; capital appropriations from all levels of government were $7.6 
billion (NASSGAP 2007–2008; National Center for Education Statistics 2009). One 
reason for the heavy reliance on appropriations may be to enhance state policymak-
ers’ leverage over the recipient institutions even if there is no specific regulation or 
policy in place (Goldin and Katz 1999; Lowry 2009a). Capital appropriations also 
provide an opportunity for legislators to steer funds toward campuses in their home 
districts, which helps their prospects for reelection.

Some particular aspects of higher education help explain why it is relatively easy 
for state governments to reduce appropriations during bad times and not so easy to 
raise them during good times. First, most obvious is the fact that colleges and uni-
versities can compensate for a loss of state funds by raising tuition. Alternatively, 
some public universities can compensate by admitting more nonresident students 
who pay higher tuition rates, although this tactic can become a politically sensitive 
issue if it reduces the slots available to state residents (Marklein 2006). 

Second, some other areas of state spending such as Medicaid are paid for with 
matching federal funds, so a cut in state spending on these programs is amplified 
by the loss of matching funds. Not only does higher education lack matching fed-
eral funds, but the effect on students of an increase in tuition may be partially off-
set by the availability of federal financial aid (Kane, Orszag, and Apostolov 2005). 
As noted later, however, both the form and amount of federal financial aid have 
shifted so that there is less help for students from low-income families. 

Third, comparatively few organized interest groups are dedicated to the support 
of public higher education. By contrast, primary and secondary school teachers 
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are well organized and represented by unions that are politically active and power-
ful in many states (see Chapter 12 in this volume). Although about 38 percent of 
full-time faculty members at public higher education institutions were covered by 
collective bargaining agreements as of 1995 (Ehrenberg et al. 2004), the bulk of 
these were at two-year institutions, and there is no evidence that political activity 
by faculty unions has an effect on appropriations. Public higher education admin-
istrators certainly advocate for state support, but they cannot engage in partisan 
political activities. Their primary allies among private lobbying groups appear to 
be local chambers of commerce in the communities in which colleges and univer-
sities are located and some business interests that depend on universities for 
research and employees with specialized training.

Figure 13-4 shows appropriations for operations per FTE student by all state 
and local governments in 2008–2009. National aggregate data reveal that virtually 
all local government appropriations go to two-year institutions. However, in some 
states, local governments make no appropriations, and all support for both two- 
and four-year public higher education institutions comes from the state. Differ-
ences in appropriations per FTE student reflect several factors, including the per-
centage of adults in the state attending public colleges and universities and the 
shares of students attending two- or four-year public institutions, as well as state 
and local government resources.
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Figure 13-4 State and Local Government Appropriations for Operations to Public Colleges and Univer-
sities per Full-Time-Equivalent Student, 2008–2009

S O U R C E :  All states except Colorado: National Center for Education Statistics, Digest of Education Statistics (Washington, D.C.: 
NCES, 2010), http://nces.ed.gov/programs/digest; Colorado: State Higher Education Executive Officers, State Higher Education  
Finance FY 2009 (Boulder, Colo.: State Higher Education Executive Officers, 2010). 
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A number of studies have analyzed the variation in state appropriations or 
spending on higher education across states and, to a lesser degree, across time. 
However, these studies are somewhat difficult to compare because different studies 
use different variables. Some examine dollars appropriated per student as the 
dependent variable; some use dollars as the dependent variable with enrollment as 
an explanatory variable; others use dollars per capita, appropriations as a percent-
age of state personal income, or appropriations as a percentage of state spending as 
the dependent variable. Lowry (2001a) investigates appropriations to individual 
four-year institutions in 1994–1995, and the other studies all analyze state aggre-
gates, typically over a number of years.

Nevertheless, some robust results emerge. Appropriations are greater in states 
with more resources as measured by income, gross state product, or tax reve-
nues. They tend to be lower in states in which a larger percentage of the popula-
tion is sixty-five or older. Most studies do not include the partisanship of state 
officeholders, but McLendon, Hearn, and Mokher (2009), Tandberg (2008, 
2010), and Archibald and Feldman (2006) find that states with Democratic gov-
ernors and legislatures tend to spend more on public higher education, at least 
in recent years. Similarly, most studies do not try to measure interest group 
influence, but McLendon, Hearn, and Mokher (2009) and Tandberg (2008, 
2010) find that the ratio of the number of four-year public higher education 
institutions to all registered lobbying organizations in a state is positively associ-
ated with state support.

Finally, two studies identify changes affecting many states in recent decades that 
have a negative effect on higher education appropriations. Archibald and Feldman 
(2006) find that appropriations relative to personal income are lower in states that 
adopted tax and expenditure limits or supermajority voting requirements for tax 
increases. Thus higher education appropriations are affected by institutional con-
straints adopted to limit state government taxes and spending in general (see Chap-
ter 10). Kane, Orszag, and Apostolov (2005) focus on the business cycle and the 
relationship between spending on higher education and Medicaid. They find clear 
evidence of a trade-off, implying that higher Medicaid expenditures crowded out 
state higher education expenditures beginning in the 1990s (see Chapter 11).

s govnn of ubli insiuions

Today, public colleges and universities in almost every state are subject to over-
sight by some sort of centralized board or coordinating agency, but there is no con-
sensus approach. One analyst categorized the different governance structures and 
came up with nineteen different models, none of which is used by more than eight 
states (McGuinness 2003). Nevertheless, it is possible to make some observations 
about which models imply more oversight, and several studies suggest that state 
policymakers have somewhat different priorities than do university administrators 
and faculty. In recent years, some public universities have sought greater freedom 
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from state oversight as the share of their total revenues attributable to state support 
continues to shrink.

Evolution and Variation in Governance Structures

Before World War II, most states had little in the way of centralized oversight for 
their public higher education system. After the war, however, public university 
enrollments grew rapidly, and many campuses added new degree programs. Many 
states that did not already have an agency responsible for statewide oversight cre-
ated one in order to promote a rational allocation of resources, plan for future 
growth, and ensure that policies adopted by the legislature were implemented 
(Lewis and Maruna 1996; McGuinness 1997).

Today, each public college or university campus has a governing board with 
direct responsibility for operations. Most governing board members are appointed 
by the governor, although some are elected or appointed by the legislature, and a 
handful (mostly at universities that began as private institutions) are selected by 
alumni associations. As of 2007, twenty-one states had a single consolidated gov-
erning board with authority over all four-year campuses. Most other states have 
multiple governing boards (which may be responsible for one or several campuses) 
and a central “coordinating board” that does not have direct responsibility for 
campus operations. Four states have multiple governing boards and a “planning 
agency.” Michigan and Vermont do not even have planning agencies. In Michigan, 
the Department of Education performs some planning functions; Vermont has a 
voluntary commission. Further variations depend on whether two-year commu-
nity and technical colleges have a separate governance structure, or there is one 
integrated structure (Education Commission of the States 2007). 

Overall, the number of governing boards for four-year institutions ranges from 
one (twenty-one states) to fourteen (Virginia). The number of four-year campuses 
ranges from one (Wyoming) to forty-five (Texas), and the number of two-year 
campuses ranges from one (Nevada and Rhode Island) to 112 (California). Further 
complicating matters is the fact that individual universities may be included in the 
state constitution as coequal to the legislature and executive. Examples include the 
University of California system, the University of Michigan, Michigan State Univer-
sity and Wayne State University in Michigan, and the University of Minnesota 
(Eykamp 1995).

Despite these complications, some attempts have been made to measure the 
degree of oversight of four-year public institutions. Lowry (2001b) argues that 
states with fewer governing boards are able to have more oversight by policymakers 
because the costs of oversight are lower, and that in states with coordinating boards, 
oversight is greater for a given number of governing boards because their institu-
tional capacity is greater. Knott and Payne (2004) propose that all consolidated 
governing board states be classified as highly regulated; states with multiple gov-
erning boards and no coordinating board are treated as minimally regulated. The 

Copyright ©2016 by SAGE Publications, Inc.   
This work may not be reproduced or distributed in any form or by any means without express written permission of the publisher.

Do n
ot 

co
py

, p
os

t, o
r d

ist
rib

ute



The Politics of Higher Education  1 

degree of regulation in states with coordinating boards depends on the specific 
powers of the board.

The overall trend in recent years seems to be in the direction of greater coordi-
nation and oversight, with some important exceptions. Knott and Payne (2004) 
coded fourteen changes in regulatory authority between 1990 and 1997, eleven of 
which were in the direction of greater regulation. A more recent trend has been to 
integrate planning for postsecondary education with primary and secondary edu-
cation through the creation of so-called P–16 councils. 

P–16 councils are often created to address issues of coordination between public 
secondary schools and public colleges and universities. State policymakers regularly 
voice concerns about the unclear path from high school to college, and from com-
munity college to four-year institutions. As of 2008, thirty-three states had formed 
such councils, and twenty-eight of these councils were formed in 1998 or later 
(Mokher 2010). Many of these councils focus on issues related to curriculum and 
often lead to policies that establish which classes a “college-ready” student must 
take in high school. Other councils work to clarify to high schools (and individual 
students) the expectations faced by incoming students, and design a system in 
which the transition from high school to community college to four-year institu-
tion is smoother. Some councils deal with more programmatic issues, such as com-
mon course numbering to aid in transferring credits, the content for certain basic 
courses that often serve as prerequisites, or “articulation agreements” between indi-
vidual institutions (National Center for Public Policy and Higher Education 2010). 

Mokher (2010) argues that these councils are most likely to be formed in states 
in which governors have made education a key part their agendas. Aside from 
Mokher’s study, little is known about why different states have adopted different 
governance structures. One reason for the apparent lack of a standard governance 
structure or easy explanations may be that public university systems in many states 
were relatively well developed before any statewide governance structure was cre-
ated. The resulting structure thus may depend on the specific history of higher 
education in that state and details such as rivalries that may have developed 
between individual universities with well-placed alumni.

The Effects of Centralized Oversight

Although little systematic research has been done on the politics of higher edu-
cation governance structures, some studies have sought to assess the consequences 
of more or less centralized control. In general, public universities in states with less 
centralized control generate more total revenue and more tuition revenue per stu-
dent (Toma 1990; Lowry 2001b; Nicholson-Crotty and Meier 2003; Knott and 
Payne 2004). They also tend to spend more per student on instruction and related 
support functions (Lowry 2001b) and have lower student-faculty ratios (Toma 
1990). “Flagship” campuses in these states generate more research funding and 
more faculty publications (Knott and Payne 2004). Finally, comparative case studies 
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of governance structures in seven states conclude that universities in less centralized 
systems give less weight to the interests of the nonacademic public relative to the 
professional interests of academics (Bowen et al. 1997).

All of these results are consistent with the claim that typical state policymakers 
have different priorities for higher education than typical university administrators 
and faculty (Lowry 2009a). State government officials prefer to emphasize afford-
able access to undergraduate education, particularly for state residents, whereas 
academics prefer more selective admissions, higher revenues, and a greater empha-
sis on research. In states in which there is greater centralized control, the actual 
prices, spending, and outputs tend to be closer to the first vision.

Of course, it can be argued that high-quality research universities are in the 
long-term economic interest of the entire state (see the discussion of state eco-
nomic policy in Chapter 16), and it might be possible to have it both ways by giv-
ing different degrees of autonomy to different institutions in the same state. 
Granting constitutional autonomy to certain research campuses may be one way 
to accomplish this (Eykamp 1995), but it would be very difficult to amend a state 
constitution to create additional autonomy for universities that already exist. The 
next section discusses recent proposals and developments that may provide alter-
native models. 

Pressures for Decentralization

The tendency of public university administrators and faculty to prefer less cen-
tralized oversight has been reinforced by recent financial trends in which state gov-
ernment appropriations are declining as a share of total institutional revenues. 
State appropriations now constitute less than a third of the total revenues at many 
flagship universities and less than 10 percent at some (Lyall and Sell 2006). Public 
university leaders might reasonably ask themselves, “If the state is only going to 
provide 10 or 20 percent of our revenue, why should it have so much control over 
our mission and policies?” 

Although it cannot be said that there is a general movement in the direction of 
decentralized governance—if anything, the opposite may be true—some proposals 
have emerged and some experiments undertaken. Lyall and Sell (2006) propose 
that seats on institutional governing boards be allocated to different stakeholders 
roughly in proportion to the revenues they provide. No state has adopted this sug-
gestion, and it does not seem likely that a state would surrender majority control of 
public university governing boards regardless of the share of revenue it provides.

Virginia adopted reforms in 2005 that created three different levels of autonomy 
for university processes and decisions. Individual universities can apply for each 
level. In exchange, universities must commit to meeting certain performance 
objectives designed to further the interests of the state, which depend on the level 
of autonomy. Universities that meet performance objectives are eligible for finan-
cial incentives. The University of Virginia, the College of William and Mary, and 
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Virginia Polytechnic Institute and State University (Virginia Tech) all opted for the 
highest level of autonomy (Couturier 2006). 

Other states have given public universities more flexibility to generate revenue 
from nonstate sources. In some states in which the legislature used to set tuitions 
directly, public universities are now allowed to set their own tuitions in exchange 
for a commitment to maintain access for low-income students. The University of 
Colorado system was exempted from a provision in Colorado’s Taxpayer Bill  
of Rights limiting fees that can be charged by public enterprises. These kinds of 
reforms are examples of a state government trading increased flexibility for reduced 
expectations of financial support (Lyall and Sell 2006). Meanwhile, universities and 
colleges will likely press for more autonomy as state support declines, but state pol-
icymakers ultimately have the upper hand in that significant changes to governance 
require statutory or constitutional amendments. 

sudn ss  o ubli ig duion

Political and bureaucratic oversight in higher education most often focuses on 
ensuring that public universities are meeting the needs of the state. Until recently, 
governmental oversight of public higher education largely focused on issues of 
access. Early on, most higher education institutions served only privileged white 
males, which led to the promulgation of historical inequities with respect to race, 
gender, and class. Because institutions of higher education were regarded as a key 
vehicle for social mobility, excluding certain groups from attaining a college educa-
tion was viewed as shutting the door to progress.

A number of shifts led to institutions serving a more diverse population. The 
Morrill Act of 1862 created institutions that were designed to educate rural popu-
lations, usually with a focus on agriculture and education, which expanded geo-
graphic access to higher education. In addition, the many institutions set up to 
train school teachers provided many of the earliest opportunities for women to 
attend colleges and universities. Much later, the GI Bill of 1944 provided a large 
number of veterans with the financial support needed to attend college; many 
came from low-income backgrounds. Despite some gains in broadening access to 
higher education, the higher education community continues to grapple with how 
to design appropriate and effective ways to ensure equal opportunities in higher 
education. 

University Responses to Court Decisions and Ballot Initiatives

Historically, most of the debates and policy discussions related to access in 
higher education have centered on access for African Americans. The second Mor-
rill Act, enacted in 1890, provided federal money to set up all-black colleges in 
states that restricted black students from attending the state land-grant institutions 
established with money from the first Morrill Act (American Public and Land-
Grant Universities 2011). Although segregated and often grossly underfunded and 

Copyright ©2016 by SAGE Publications, Inc.   
This work may not be reproduced or distributed in any form or by any means without express written permission of the publisher.

Do n
ot 

co
py

, p
os

t, o
r d

ist
rib

ute



             1 3

staffed, these Historically Black Colleges and Universities opened doors of oppor-
tunity for many African Americans. A few of these black colleges developed into 
highly prestigious institutions, but most were substantially inferior options. In 
practice, then, the “separate but equal” doctrine of Plessy v. Ferguson, 163 U.S. 537 
(1896), rarely paid much attention to the equality of education in segregated public 
schools. 

The Brown v. Board of Education, 347 U.S. 483 (1954), decision that struck down 
the “separate but equal” doctrine is familiar to many people, but few are familiar 
with the Sweatt v. Painter, 339 U.S. 629 (1950), ruling that laid the groundwork for 
Brown. Herman Marion Sweatt was denied admission to the University of Texas 
Law School because he was black. At that time, there was no black law school in 
Texas, which meant that Sweatt should have been admitted even under the existing 
law. To avoid admitting Sweatt, the University of Texas hurriedly set up an all-black 
law school in Houston. Sweatt sued the university, and the case made it to the 
Supreme Court. The Court ruled in favor of Sweatt, finding that the all-black law 
school was unequal on all objective measures and, most important, that the separa-
tion of black legal students from the majority of legal students (white students) 
alone would result in an inherently unequal educational experience. 

Today’s battles over access in higher education are much different than those of 
sixty years ago. Many universities recruit African American and Latino students 
and strive to increase minority student representation on college campuses. How-
ever, these efforts are also contentious. Studies have shown that biases in standard-
ized testing disadvantage minority students (Schmitt and Dorans 1990; Hedges and 
Nowell 1999; Walton and Spencer 2009), and a long list of studies has shown that 
minority students are much more likely to attend high schools that fail to prepare 
them for college (Summers and Wolfe 1977; Fletcher and Tienda 2010). There are 
no easy answers or quick fixes to deal with these problems, and many elite universi-
ties have chosen to compensate for these inequities by using some form of affirma-
tive action in admissions decisions. 

The decision to employ racial preferences in admissions decisions has sparked a 
number of legal battles. Currently, the courts permit universities to consider race in 
admissions decisions as long as it is used only as a “plus” when considering an indi-
vidual’s application—that is, status as a racial or ethnic minority would not guar-
antee admission in situations in which white applicants with similar profiles would 
be rejected (Grutter v. Bollinger, 539 U.S. 306 [2003]). However, many states have 
adopted laws that totally ban the use of racial preferences, mostly through ballot 
initiatives such as California’s Proposition 209 and the Michigan Civil Rights Initia-
tive. Some states have adopted policies to increase minority access to universities 
without using racial preferences. The policy that has gained the most attention has 
been the Texas Top 10% Law. The impetus for this law was a court case that also 
took root at the University of Texas Law School. In 1992 a white woman, Cheryl 
Hopwood, was denied admission to the law school, and she sued, arguing that she 
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was better qualified than some of the minority students who were admitted 
(through an admissions process that considered race). Although the case did not 
make it to the Supreme Court, in 1996, the U.S. Fifth Circuit Court of Appeals 
ruled in favor of Hopwood, arguing that racial preference in admissions was 
unconstitutional. This decision raised concerns about how the state of Texas could 
ensure that its large and growing minority population would have access to the elite 
institutions in the state.

The state of Texas responded with the Top Ten Percent plan. This policy guaran-
teed that all students who graduated in the top 10 percent of their high school class, 
regardless of race or ethnicity, would be automatically admitted to any (and every) 
public university in the state. This policy would ensure some level of minority rep-
resentation at universities, in part because of the de facto segregation among Texas 
high schools. However, most of the research on the Texas Top Ten Percent plan has 
found that, even with this policy, the number of minority students at the flagship 
universities in Texas dropped dramatically (Long and Tienda 2008). 

The issue of race and higher education will continue to be a salient one in state 
legislatures and the courts. Minority populations continue to grow, but there are 
still large gaps in college attainment among racial groups (Ward 2006). Concerns 
over workforce development and inequities in college preparation at the K–12 level 
will only become more important in the future. With no easy answers in sight, 
states will continue to grapple with how to deal with such a complex, but perenni-
ally important, issue.

Low-Income Students and State Financial Aid

Another controversial debate in higher education stems from questions about 
the purpose of financial aid. Historically, Americans have considered a college edu-
cation to be a good investment for everyone; after all, that is how public universities 
came into being. Because both the federal and state governments believed that col-
lege should be open to more people than the wealthy elite, they appropriated gov-
ernment funds to establish and operate public universities. For decades, students 
paid very little of their own money in tuition and fees, and the state picked up the 
tab for most of their education—that is, the states were heavily involved in provid-
ing financial aid to students, but mostly through appropriations to universities, not 
giving money directly to the students.

The federal government also participated in efforts to expand college access 
through financial aid. In 1972, it began supporting students directly through what 
are now known as Pell Grants. These grants are awarded to students based on 
financial need, as determined from information provided in a FAFSA (Free Appli-
cation for Federal Student Aid) form. Until recently, the Pell Grant program has 
enjoyed considerable support from citizens and lawmakers, but current budget 
shortfalls have led to proposals to cut the maximum amount available ($5,550 as of 
2010). In 1997 Congress passed the Taxpayer Relief Act, which included tuition tax 
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credits through the Hope Tax Credit and the Lifelong Learning Tax Credit. These 
credits are targeted to the middle class, with many low-income families unable to 
financially benefit (Callan 2003). Some observers have voiced concerns about the 
decisions made by the federal government that would benefit middle-class families 
more than low-income families, because they believe this approach will further 
limit access for students from low-income families. 

Much like the various financial aid efforts at the federal level, states also crafted 
financial aid programs that distributed money directly to students (in addition to 
the money appropriated to public institutions). These programs were also designed 
to increase college access for low-income students. However, in the early 1990s, 
many states began to shift financial aid policies from need-based policies (contin-
gent on income) to merit-based policies (often tied to grades or standardized test 
scores). From 1998–1999 to 2008–2009, state need-based grants increased 51 per-
cent in constant 2008–2009 dollars, from $3.97 billion to $6.01 billion, while non-
need-based grants increased 158 percent, from $900 million to $2.32 billion 
(NASSGAP 2008). The eligibility criteria for these non-need-based grants vary sub-
stantially (Ness 2008), which has a significant effect on the programs’ inclusion of 
low-income students (Ness and Nolan 2007). 

Figure 13-5 shows the percentage of financial aid grant dollars based on need 
in each state in 2008–2009 (NASSGAP 2008–2009). Several large states, including 
California, Illinois, New York, Pennsylvania, and Texas, still awarded more than 
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S O U R C E :  NASSGAP, Annual Survey Report on State-Sponsored Student Financial Aid (Washington, D.C.: NASSGAP, various years).
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90 percent of their financial aid grants on the basis of need. However, other states, 
including Florida, Louisiana, Tennessee, and South Carolina, awarded less than 30 
percent of their grant money based on need, and 99.7 percent of Georgia’s grant 
aid was awarded on the basis of academic merit.

These changes have resulted in a shift in the way that some states think about 
financial aid. Instead of looking at financial aid as a tool to increase access to higher 
education for underrepresented groups, financial aid is viewed as something stu-
dents earn through their intellect and good grades. Many critics of merit-based aid 
argue that these shifts will lead to a more inequitable society and reduce the nation’s 
pool of educated workers. Proponents of merit-based aid argue that these pro-
grams induce a state’s “best and brightest” to stay in their home state for college. 
Scholars have documented the effects of merit-based aid on enrollment patterns, 
with some finding evidence of inequities (Cornwell, Mustard, and Sridhar 2006; 
Heller 2006). However, there is also evidence that these programs induce students 
to do better in high school (Henry and Rubenstein 2002) and stay in-state for  
college (Orsuwan and Heck 2009). Although there are still many unanswered  
questions about the actual effects of the shift in financial aid policies and access for 
low-income students, it may be the normative debate that is most important for 
the future of access for low-income students.

Illegal Immigrants and In-State Tuition

Issues of broadening access to higher education have long been the subject of 
debate. More recently, attention has shifted to whether states should subsidize a 
college education for students who are residing in the United States without citi-
zenship status or the proper documentation. The issue of whether illegal immi-
grants should be able to attend public universities as in-state students and have 
access to financial aid is very controversial, largely because there are strong argu-
ments on both sides of the debate, as Reich and Mendoza (2008) show in the case 
of Kansas. As of 2010, only ten states allowed undocumented students who met 
certain qualifications to attend public universities in that state and pay the in-state 
tuition rate: California, Illinois, Kansas, Nebraska, New Mexico, New York, Texas, 
Utah, Washington, and Wisconsin (National Immigration Law Center 2010). As of 
2009, nineteen other states had introduced similar bills, but they were voted down 
(Hicklin et al. 2009). 

Members of Congress have introduced a similar bill at the national level. Most 
versions of the DREAM (Development, Relief, and Education for Alien Minors) 
Act, if passed, would allow an illegal immigrant student to be considered state resi-
dents for the purposes of higher education if he or she meets certain requirements: 
has lived in the state for five years, was younger than sixteen when migrating to the 
United States, is under thirty years old, is of good moral character, has been admit-
ted to an institution of higher education, has no major criminal convictions, and 
has earned a high school diploma or GED (U.S. Congress 2010). The DREAM Act 
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was first introduced in 2001 and has been reintroduced many times, but it still has 
not passed.

Recent scholarship has examined what state-level factors influence the adoption 
of such policies. McLendon, Mokher, and Flores (2011) hypothesize that these poli-
cies are more likely to be adopted in states that have certain characteristics. Some of 
these characteristics are relative to the legislature (more Latino state legislators, 
more Democrats, a more professional legislature); others are more about the state’s 
residents (more immigrants, more liberal citizens, larger overall population, more 
unemployed workers); and some are specific to higher education in the state (such 
as having a consolidated governing board). They find that states that have more 
Latino legislators and Democratic control of the legislature are more likely to adopt 
policies that allow illegal students to qualify for in-state tuition, as does having 
more immigrants, more liberal citizens, and more unemployed workers. 

sudn fomn nd ounbiliy

After decades of efforts to increase access to higher education, the nation has 
seen gains in the number of students going to college. However, the purpose of 
these efforts to expand access was not just to get more people into college, but ide-
ally to increase the number of people—and a more diverse group of people—with 
college degrees. And yet the majority of students who go to college do not earn a 
bachelor’s degree in a timely manner. Complete College America, an organization 
dedicated to encouraging state policymakers to focus on college graduation rates, 
paints a grim picture. On average, of one hundred ninth graders, only sixty-nine 
will graduate from high school. Of those sixty-nine, only twenty-seven will enroll 
in a four-year university. Of those twenty-seven, only nine will graduate within 
four years (Complete College America 2011). 

Public Concern about Graduation and Retention Rates

Graduation rates have been a cause for concern for some time, but issues of 
completion have received even more attention recently because of various political 
and social forces. First, many scholars have documented what is often called the 
“wave of accountability.” Worldwide, government officials have become increas-
ingly interested in more closely monitoring the actions and outcomes of public 
organizations (McLendon, Hearn, and Deaton 2006). In education, the United 
States saw a major shift in federal oversight of education with the passing of the 
No Child Left Behind Act (NCLB). As the K–12 system endured greater oversight, 
it was only a matter of time before higher education received more scrutiny as 
well. Second, as tuition and fees increased and university administrators continued 
to ask for higher appropriations from state governments, many politicians began 
asking questions about where this money was going (Zumeta 2001). Third, the fed-
eral government’s ability to track data has become much more sophisticated, and 
the U.S. Department of Education has begun tracking and releasing institutional 
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graduation rates that are comparable across states and institutions. Finally, high-
profile leaders, such as President Barack Obama and Microsoft founder Bill Gates, 
and advocacy organizations have begun to speak publicly about their concerns 
about graduation rates.

The diversity in graduation rates across public universities and across states is 
surprising. According to data from the U.S. Department of Education, the average 
graduation rate for U.S. public four-year universities is 43.5 percent, which by the 
federal government’s definition means that of all students who began as first-time, 
full-time freshmen, only 43.5 percent received a bachelor’s degree within six years. 
This finding masks important differences, however. The University of Virginia has 
an average graduation rate of about 92 percent, and the University of Iowa’s gradu-
ation rate averages about 66 percent—considerable variation for flagship universi-
ties but both fairly good. However, the numbers are much worse at less selective 
schools—schools that serve low-income and high-minority populations. For exam-
ple, one university that serves mostly low-income students graduates only 7.8–19.4 
percent of its students. Similarly, one-fourth of all public four-year universities 
consistently graduate less than a third of their students within six years. 

Other Accountability Issues

Other accountability issues have surfaced in addition to the concerns about 
completion of degrees, many of them related to the mission of a public university. 
For most policymakers, a public university’s primary mission is to educate its state’s 
students so that they can be strong additions to the workforce. However, a recent 
and widely noted study concluded that most college graduates learn very little dur-
ing their years in college (Arum and Roksa 2011). In view of the current limitations 
in the ability to appropriately assess student learning, the higher education com-
munity is left in a difficult position when trying to defend the cognitive gains made 
by students on their campuses. 

Universities routinely pay special attention to where their students come from 
and where they go after graduation. States usually want some of their universities 
to be prestigious and nationally competitive, but as these universities gain national 
recognition, they also draw students from out of state. Financially, out-of-state stu-
dents pay more in tuition and so can be quite valuable to universities. However, if 
state legislators began to perceive that the best university in the state is using state 
appropriations to educate other states’ students, they become concerned. This 
worry about migration extends to a university’s graduates as well. Most state legis-
lators want to see public universities taking care of the state first by educating  
in-state students and graduating top students in underserved fields who will stay in 
the state and contribute to the local economy. These interests have often led to poli-
cies that are aimed at retaining students, such as loan forgiveness in exchange for 
working in the state for a number of years or special internship programs funded 
by the state.
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Performance-Based Appropriations

Concerns about accountability have led many states to consider ways in which 
they can induce university administrators to pursue their state’s goals. Many pol-
icymakers believe that universities care more about raising endowments and 
starting new doctoral programs than they do about educating the state’s future 
workforce. In an effort to compel universities to place a greater priority on the 
issues that policymakers care about most, states have begun to link appropria-
tions to some measures of performance. 

Joseph Burke and his colleagues have studied these policies for many years, doc-
umenting the differences in design and duration (Burke 2005). Other scholars have 
sought to understand what influences the adoption of these policies. Interestingly, 
there is little evidence that these policies are adopted in states with lower levels of 
educational attainment. Instead, the evidence suggests that adoption can be linked 
to certain political factors: more Republicans in the legislature, centralized govern-
ing boards, and the activities of policy entrepreneurs (McLendon, Hearn, and Dea-
ton 2006; Dougherty et al. 2010). These accountability efforts are often introduced 
in the form of additional money for institutions that respond to incentives 
(Dougherty et al. 2010), and thus they are often abandoned when states are under 
financial stress (Dougherty, Natow, and Vega forthcoming). 

Despite the concerns about the adoption and abandonment of these policies, 
most of the research shows that they usually do not improve performance. In fact, 
two national studies found no significant effect of performance-based account-
ability policies on graduation rates (Shin and Milton 2004; Volkwein and  
Tandberg 2008; Fryar 2011). Even when looking at what many consider to be the 
best of these policies—in Tennessee—there is very little evidence that the policy 
seems to be making much of a difference (Sanford and Hunter 2010). Budget 
shortfalls have led many states to abandon these policies or lose interest in adopt-
ing new ones.

ubli s univsiis  s  insumns of  
s onomi oliy

In recent years, research universities have been in the spotlight as the key play-
ers in the “knowledge economy,” both in the United States and around the world 
(Lyall and Sell 2006; Mintrom 2009). Promoting the growth of research universi-
ties fits into the entrepreneurial approach to economic development that many 
states have adopted (see Chapter 16). Research universities contribute to the 
growth of local and regional economies in several ways. First, evidence indicates 
that there are spillover effects such that an increase in patents granted to university 
researchers leads to an increase in patents granted to corporate researchers in the 
surrounding area (Jaffe 1989). Second, studies of urban and regional economic 
growth have identified the importance of “agglomeration effects,” in which highly 
educated individuals tend to migrate to metropolitan areas that have one or more 
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research universities in order to take advantage of their network effects and 
because of the amenities available (Shapiro 2006; Glaeser and Gottlieb 2009). This 
migration leads in turn to more economic growth. One study finds that an 
increase in the percentage of college graduates in a city is associated with higher 
wages for high school graduates and even high school dropouts, although the 
causal mechanisms are not clear (Moretti 2004).

From a political standpoint, a strategy of promoting research universities can 
be complicated in a state in which there are several public research universities, or 
several public four-year institutions that might become research universities. 
Multiple institutions likely will compete for special attention, and elected repre-
sentatives from the districts in which they are located will want their campus to 
be the next one chosen. The result could be gridlock. Although centralized gov-
erning boards and coordinating boards were created in part for the purpose of 
developing “rational” strategies for managing growth (Lewis and Maruna 1996; 
McGuinness 1997), this approach did not solve the fundamental political prob-
lem; it simply relocated the problem from the legislature to an administrative 
body.

Texas recently adopted an innovative approach to this problem through its “Tier 
One” initiative. Currently, the University of Texas at Austin and Texas A&M Univer-
sity are the state’s only public, nationally prominent research institutions. (Another 
is Rice University, which is private.) Several other public universities aspire to this 
status, but the state government lacks the resources to support all of them at the 
level that would be required. The solution chosen was to identify seven “emerging 
research” universities and create two pots of money for which they can compete. 
One pot distributes state funds to match private gifts and scholarships that support 
research activities; a second pot makes money available to universities that reach 
certain objective benchmarks such as the number of PhDs awarded and amount of 
funded research (Hacker 2009). The result is a competition based on performance 
incentives that can have more than one winner. It remains to be seen how well this 
initiative will survive the current fiscal crisis, and whether it is a model that might 
be adopted by other states.

onlusion:    nw modl?

Before the mid-twentieth century, a relatively small proportion of the American 
population ever attended college, and it was not a severe fiscal burden for states to 
provide public colleges and universities with generous appropriations per student. 
Although there were disputes between state politicians and academics in the nine-
teenth century about the appropriate role of public universities (Brubacher and 
Rudy 1976; Rudolph [1962] 1990), during much of the twentieth century an equi-
librium seemed to prevail in which both state officials and academics knew what 
was expected of them and were satisfied enough with the arrangement that no one 
was willing to bear the cost of advocating for significant change. 
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Recently, however, this equilibrium seems to have been disrupted, and several 
areas have become controversial and are likely to be contested in the foreseeable 
future. Many of the issues described in this chapter raise what is perhaps the funda-
mental political question: To what extent should public colleges and universities be 
treated as state agencies, such as the department of transportation, and to what 
extent should they be state-assisted but largely autonomous institutions of higher 
education, research, and public service? This question is receiving greater attention 
from politicians, academics, and taxpayers.

Numerous policymakers, administrators, scholars, and journalists have voiced 
their concerns about whether public higher education, as Americans know it, can 
survive today’s volatile budgetary and policy environments. Will public universities 
regain the wide support and trust of citizens and politicians that they once enjoyed? 
Will escalating costs and tuition finally be too much? How will these policy changes 
affect institutions and their students? We can say, with confidence, that higher edu-
cation is in a period of turmoil, but it is too early to know whether these tumultu-
ous times mark a definitive turning point for higher education, or if things will 
restabilize, with only small changes in the policy environment. Either way, the 
importance of the relationship between state governments and institutions of 
higher education will endure.
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