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INTRODUCTION

The University of Alabama’s dominance on the football 
field is legendary. The Crimson Tide’s success comes 
from aggressive recruiting around the country. Last year’s 
recruiting class included 27 players from 15 states – many 
of whom were four- and five-star prospects.1

What most people don’t know is that the University 
of Alabama takes the same intense approach when 
recruiting top out-of-state students. The school has at 
least 30 full-time admissions officers spread throughout 
the country.2 And they come armed with generous 
merit-based scholarship packages to lure high-achieving 
students to their school.

It wasn’t always so. In the late 1990s, the University of 
Alabama’s admissions office had become complacent.3 
While the admissions staff did some recruiting, the 
staff generally expected students to be interested in the 
school because of its long history and status as a flagship 
university. Heading into the new century, the university, 
which marketed itself mainly on its athletic programs 
and social traditions, was having trouble attracting top 
students.4

Enter Robert E. Witt, the former business school dean 
at the University of Texas at Austin and president of 
the University of Texas at Arlington. Upon taking the 
presidency of the University of Alabama in 2003, he laid 
down a challenge to the admissions office: to “recruit 
top student scholars with the same fervor as top athletic 
prospects, and look beyond the state’s borders to find 
them.”5

In the years since, the university has been remarkably 
successful in attracting nonresident students. Today, in 
fact, there are more out-of-state students on the campus 
than in-state ones – a strategy that has helped the 
school weather large-scale budget cuts from the state.6 
Admissions officers at several public universities in 
different parts of the country said in interviews recently 
that Alabama has been actively recruiting in their home 
states. “Alabama has recruiters everywhere,” a top official 
from a competing public flagship university stated. “It’s 
really played well for them.”

The University of Alabama is not alone in its aggressive 
pursuit of out-of-state students. Over the past two 
decades, there has been a fundamental shift in the 

admissions practices of many public four-year colleges 
and universities. Stung by sharp state budget cuts at 
the same time they are seeking greater prestige, these 
universities are increasingly pitted against one another, 
fiercely competing for students that they most desire: 
the best and brightest, and those wealthy enough to 
pay full freight. And they are using a large share of their 
institutional aid dollars – money that could be going to 
students who truly need it – to entice these generally 
privileged students to their schools.

This report examines the use of non-need-based aid 
at 424 public four-year colleges and universities. The 
analysis finds that about seven out of 10 of the public 
institutions examined provide non-need-based aid to at 
least 5 percent of their freshmen each year. Nearly half 
provide non-need-based aid to at least 10 percent of their 
freshmen, and almost one in five provides this assistance 
to at least 20 percent of their freshmen annually. The 
study reveals that this practice is not limited to the 
flagships and major research universities. In recent years, 
many state regional colleges and universities have found 
themselves caught up in the competition as well.

Using data that colleges disclose to the magazines that 
rank them, the report identifies those public colleges that 
are the biggest players in this merit aid arms race and 
describes the factors that have led to what has become a 
widespread and entrenched practice. 

In addition, the report finds the following:

• Public colleges that provide substantial amounts of 

Public colleges that provide 
substantial amounts of merit aid 
to students tend to enroll more 
out-of-state students than those 
that provide little of this aid
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merit aid to students tend to enroll more out-of-state 
students than those that provide little of this aid.

• Public colleges that provide substantial amounts 
of merit aid have experienced a larger drop in the 
enrollment of in-state freshmen since 2000 than 
those that provide less.

• Public colleges that provide substantial amounts 
of merit aid tend to enroll fewer students with Pell 
Grants and charge low-income students a higher 
average net price than those that provide little of this 
aid.

For generations, public colleges and universities provided 
a low-cost higher education to students in their home 
states. Those that distributed institutional aid mostly 
gave it out to students with the greatest financial need. 
As a result of these policies, these institutions offered 
students from low- and moderate-income families a 
gateway to the middle class.

But over the last 20 years, state disinvestment and 
institutional status-seeking have worked together, hand 
in hand, to encourage public colleges and universities 
to adopt the enrollment tactics of their private-college 

counterparts. For many of these schools, that has meant 
using their institutional aid dollars strategically in order 
to lure affluent out-of-state students to their campuses 
in order to climb up the rankings and increase their 
revenue.7 As a result, fewer institutional aid dollars 
are available to in-state students who come from less 
privileged backgrounds.

This trend is also alarming in light of a recent study 
conducted by researchers at the Universities of 
Arizona, Michigan, and Missouri about public research 
universities. Comparing data that the U.S. Department 
of Education collects from colleges on the enrollment of 
federal-grant recipients, underrepresented minorities, 
and nonresident students, the researchers found that the 
more out-of-state students a public research university 
enrolls, the fewer seats it has left for low-income and 
minority students.8 In other words, by bringing in more 
and more wealthy nonresident students, these colleges 
are increasingly becoming bastions of privilege.

Somewhere, Justin Morrill, whose legislation during 
the Civil War laid the groundwork for public higher 
education, is turning over in his grave.

3

MERIT AID AT PUBLIC COLLEGES  
AND UNIVERSITIES

Four-year public colleges and universities provide 
undergraduates with more than $9 billion in institutional 
grant aid – money from schools’ own budgets, beyond 
federal and state grants – each year.9 In the past, it 
would have been fair to assume that most of these funds 
were being used to make college more accessible and 
affordable for those with the greatest financial need. But 
times have changed. These schools, in fact, spend less 
than half of their institutional aid dollars on need-based 
aid.10

A 2011 report from the U.S. Department of Education’s 
National Center for Education Statistics shows just how 
dramatic the change has been in public universities’ use 
of institutional aid. As Chart 1 indicates, these schools in 
1995-96 were primarily directing their aid funds to those 
with financial need. But by 2007-08, a greater share of 
students was receiving merit aid than need-based aid at 
public institutions.11

Data from the Education Department’s latest National 
Postsecondary Student Aid Study (NPSAS) show the 
percentage of institutional grants going to students from 
families in the lowest income quartile and the proportion 
going to families in the highest at public universities.12 
As Chart 2 indicates, back in 1996, low-income students 
attending public four-year colleges were more than twice 
as likely to receive grants from their schools as wealthier 
students were. But in the years since, these schools have 
steadily reduced the share of grants they give to low-
income students, while boosting the percentage of grants 
they provide to students in the highest income quartile. 
Now the share that both sets of students receive is almost 
even.13

Many public universities play the merit aid game. This 
study examines the use of non-need-based aid at 424 
public colleges and universities, including all of the 
public flagship universities, major public research 
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universities, and many state regional colleges. The paper 
relies on data gathered from the commercial website 
CollegeData.com. CollegeData.com licenses financial aid 
data from Peterson’s, the college guidebook publisher, 
which gets the information from colleges that disclose 
it as part of an annual survey called the “Common Data 
Set.”14

The findings show the extent and pervasiveness of this 
practice. Overall, nearly one out of five public colleges 
and universities (18 percent) provides merit aid to at least 
20 percent of freshmen who lack financial need; about 
half (48 percent) provide this aid to at least 10 percent 
of freshmen without financial need; and almost seven 
in 10 (68 percent) provide this aid to at least 5 percent of 
non-needy freshmen. The schools providing a substantial 
amount of merit aid are more likely to be located in 
the South, West, and parts of the Midwest than in the 
Northeast or West Coast, areas in which most public 
colleges and universities still primarily devote their aid 
dollars to those with the most financial need.

On pages 6-7 is a selection of the data gathered for this 
study. The list shows the top 50 schools by share of 
freshmen without financial need who receive merit aid.15

Why are these schools spending their scarce resources 
on students who lack financial need? In many cases, 
they are looking to increase their revenues, boost their 
prestige, and fill their classrooms. As the data show, 
these practices are prevalent at flagship and research 
universities as well as increasingly at state regional 
colleges. And the more that some colleges engage in these 
practices, the harder it is for others to resist for fear of 
putting themselves at a competitive disadvantage. This 
dynamic creates a self-perpetuating cycle that many 
people question, including even those who are in the 
thick of it.

“It’s like an arms race, and where will it end?” Don E. 
Witt, the University of Kentucky’s associate provost for 
enrollment management, asked during a 2014 interview 
with the Lexington Herald-Leader. “I do think that it 
will take an institution to be that leader at some point 
to question the process, but who will step up? It’s a 
challenge that needs to be addressed at some point, and 
it’s a serious one. How do we stop this cycle and change 
things?”16 

State Disinvestment from Public Colleges 
and Universities

According to the nonprofit Center on Budget and Policy 
Priorities, the average state is spending 23 percent less per 

student on higher education than before the recession.17 
Between 2008 and 2014, 37 states cut funding by 20 
percent or more.18 The U.S. Government Accountability 
Office recently reported that public colleges now receive 
a greater share of their revenue from the tuition students 
and families pay than from state funding.19

As a result of these state budget cuts, public universities 
are looking for alternate revenue sources. One of the most 
attractive options that they have found is affluent out-of-
state students who excel at school. The allure of out-of-
state students is obvious – they pay much higher tuition 
and fees than in-state-students.

But why would a school spend institutional aid dollars on 
wealthier students? Doesn’t that work at cross-purposes 
with raising revenue? The answer is no, and that’s 
because providing four $5,000 scholarships to otherwise 
“full-pay” students is much more lucrative for schools 
than spending $20,000 on one low-income student.20 
The colleges also know that students and families love 
getting merit scholarships (no matter what their size) – 
seeing them as a reward for hard work, when schools are 
actually giving them out to improve their bottom lines.21

The University of South Carolina, for example, has 
become extremely aggressive in using non-need-based 
aid to attract out-of-state students. Since 2000, the 
share of nonresident freshmen at USC has grown by 23 
percentage points to 45 percent.22

Scott Verzyl, associate vice president for enrollment 
management, says that USC has looked to the out-of-state 
market out of necessity. Since the economic recession hit 
in 2007, the state has cut its annual appropriation to the 
university by 50 percent. Now, the state covers only about 
10 percent of the school’s funding each year.23 

The university employs 15 regional admissions counselors 
who work full time in other states. USC focuses on 
recruiting students up and down the Eastern Seaboard, as 
well as in California, Illinois, Indiana, Ohio, and Texas.24

Merit aid plays a vital role in this recruiting. According 
to an analysis conducted by The State, a newspaper 
in Columbia, about 60 percent of USC’s out-of-state 
students receive “a full or partial discount on their 
tuition” each year.25 Over the last decade, the number of 
tuition discounts that the university provides nonresident 
students has risen by close to 150 percent.26

Verzyl says the way that the university goes about its 
recruiting has changed drastically since he first arrived 
at the school in 2004. At that time, “we were more or 



6EDUCATION POLICY    |  THE OUT-OF-STATE STUDENT ARMS RACE

School State Share Average Amount  Year Number 
receiving aid

Number of 
freshmen

Valley City State University ND 67.3 269 $1,769 35 2013-14 107 159

Louisiana Tech University LA 61.7 247 $1,436 28 2012-13 783 1,269

University of North Dakota ND 41.3 165 $1,173 23 2011-12 761 1,842

Truman State University MO 40.5 162 $4,693 92 2012-13 508 1,254

New Mexico Tech NM 40.5 162 $7,275 143 2013-14 128 316

University of South Carolina SC 39.1 156 $5,253 103 2013-14 1,787 4,568

University of North Alabama AL 36.1 144 $2,182 43 2012-13 351 971

Wichita State University KS 36 144 $2,712 53 2012-13 438 1,215

New College of Florida FL 35.6 142 $2,120 42 2013-14 79 222

University of Vermont VT 33.3 133 $9,283 182 2012-13 786 2,357

Iowa State University IA 32.6 130 $3,049 60 2012-13 1,743 5,349

Miami University OH 31.3 125 $8,174 160 2013-14 1,139 3,637

West Virginia University WV 30.7 123 $2,604 51 2013-14 1,510 4,913

University of Nevada-Reno NV 30.4 122 $2,940 58 2012-13 865 2,845

Florida International University FL 30.3 121 $1,080 21 2012-13 1,246 4,113

Ohio State University OH 29.9 120 $6,757 132 2013-14 2,126 7,121

University of Texas at Dallas TX 29.8 119 $13,766 270 2012-13 453 1,522

Auburn University AL 29.6 118 $5,976 117 2012-13 1,141 3,852

University of Montana MT 29.3 117 $3,250 64 2013-14 521 1,781

SUNY Plattsburgh NY 28.9 116 $6,237 122 2013-14 276 953

Alcorn State University MS 28.8 115 $7,190 141 2013-14 157 545

Mayville State University ND 28.8 115 $1,307 26 2013-14 38 132

University of Montevallo AL 27.9 112 $8,352 164 2013-14 145 519

Clemson University SC 27.4 110 $7,456 146 2013-14 894 3,266

Chart 3. 
Top 50 Schools by Share of Freshmen  
Without Financial Need Who Receive Merit Aid
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School State Share Average Amount  Year Number 
receiving aid

Number of 
freshmen

U. of Alabama in Huntsville AL 27.1 108 $7,494 147 2013-14 173 638

Oklahoma State University OK 27 108 $6,291 123 2012-13 1,121 4,145

U. of Colorado at Boulder CO 26.9 108 $9,497 186 2013-14 1,552 5,778

Michigan Tech. University MI 26.7 107 $5,367 105 2013-14 334 1,252

S.D. School of Mines & Tech. SD 26.6 106 $2,579 51 2013-14 145 546

Troy University AL 26.5 106 $5,132 101 2013-14 428 1,613

University of Hawaii At Manoa HI 26.1 104 $8,350 164 2012-13 441 1,687

Arizona State University AZ 25.7 103 $7,733 152 2012-13 1,717 6,678

Colorado School of Mines CO 25.6 102 $7,391 145 2012-13 243 949

University of Mississippi MS 25.6 102 $6,876 135 2012-13 858 3,351

Shepherd University WV 25.6 102 $9,094 178 2013-14 173 676

U. of Wisconsin - Oshkosh WI 25.4 102 $634 12 2013-14 442 1,739

Dickinson State University ND 25.1 100 $755 15 2012-13 53 211

U. of Alabama at Birmingham AL 24.7 99 $8,020 157 2013-14 438 1,773

Minot State University ND 24.7 99 $549 11 2012-13 87 352

SUNY College at Oneonta NY 24.7 99 $2,840 56 2012-13 282 1,144

University of Delaware DE 24.6 98 $6,074 119 2013-14 935 3,796

Salisbury University MD 24.5 98 $2,127 42 2012-13 301 1,230

University of South Dakota SD 24.5 98 $4,505 88 2012-13 306 1,250

Southern Utah University UT 24.5 98 $3,863 76 2012-13 293 1,198

University of Alabama AL 24.4 98 $11,919 234 2012-13 1,544 6,638

U.T. of The Permian Basin TX 24.2 97 $3,132 61 2012-13 81 335

University of Arizona AZ 24 96 $8,137 160 2012-13 1,672 6,955

Kansas State University KS 24 96 $4,145 81 2012-13 910 3,786

Mississippi State University MS 24 96 $3,527 69 2012-13 694 2,894

Mass. College of Art & Design MA 23.2 93 $6,568 129 2013-14 85 1769

Continued...
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less order-takers – people expressed an interest, we 
provided information and serviced the applicants,” he 
told The Chronicle of Higher Education in 2011. “Now 
we’re becoming more like private schools in the way we 
approach admissions. We’re more in the mode of hustling 
for business and trying to find new markets.”27

Another public school that has been particularly 
aggressive in its out-of-state recruiting is Miami 
University in Ohio. There, Michael Kabbaz, vice 
president for enrollment management and student 
success, is on a mission to make the school into a 
“destination institution” for out-of-state students who are 
at the top of their class and whose families can afford to 
pay full freight.28

Given the fiscal realities that Miami University is 
facing, Kabbaz sees no alternative to the approach he is 
pursuing. During the recent recession, the state of Ohio 
slashed spending per student at its public universities by 
nearly 30 percent. Back in the 1970s, state appropriations 
covered about three-quarters of Miami University’s 
annual budget. Today, it accounts for only about 11 
percent. The school now relies on tuition revenue to cover 
55 percent of its budget.29

“We can’t control what the state has in store for us over 
the next 10, 15, 20 years,” Kabbaz said. “But we can 
develop alternative revenue sources so we are able to 
sustain whatever comes down from the state.”30

Demographic Trends

Out-of-state students are also attractive to public 
universities in states where the number of students 
graduating from high school is shrinking. The college-age 
population is in decline in about 30 states, according to 
the Western Interstate Commission for Higher Education 
(WICHE), a regional organization that provides data and 
policy analysis for governors, legislators, and educators 

in 16 Western states and territories.31

Both South Carolina and Ohio are facing steep declines 
in the college-age population, which has been another 
impetus for both the University of South Carolina and 
Miami University to seek out nonresident students.

A more extreme example is North Dakota. This state – 
already sparsely populated – has seen a steady decline 
in the number of high school graduates over the last two 
decades.32 The University of North Dakota is desperate 
to enroll nonresident students. Its very survival may 
depend on it. As a result, two-thirds of the freshmen that 
the university enrolls each year come from out of state.33 

And it turns out that it takes a lot of money to persuade 
nonresident students to go to a college in a state that is 
known for its remoteness and frigid winters. At UND, 
more than 40 percent of freshmen with no financial need 
receive merit aid each year.34 With all of the discounts 
it provides them, UND charges out-of-state students an 
amount that is lower than most of them would pay as in-
state students at their local public universities.35

Prestige Seeking

By seeking top students around the country, these 
schools are not only looking to increase their revenues 
and enrollment but to boost their prestige. Rising up 
the U.S. News & World Report rankings enhances their 
reputation and marketability among the students they are 
trying to attract.

Donald Hossler, a professor at Indiana University, is 
one of the nation’s foremost experts on enrollment 
management, a multimillion-dollar industry of private 
consultants that advise colleges on admissions and 
financial aid policies. He says that schools that primarily 
use merit aid to raise their institution’s academic profile 
tend to give much larger scholarship awards than those 
that are simply recruiting wealthy students to make up for 
state budget cuts. “A valedictorian with a high SAT score 
will be getting offers from all over the country, so it’s quite 
possible that public flagship universities will offer her a 
financial package that is larger than the tuition costs of 
the institution. They may be covering her room and board 
as well,” Hossler said in an interview.36  

For example, at the University of Alabama, out-of state 
students with 1400 to 1600 SAT scores in critical reading 
and math who have earned a cumulative grade point 
average of at least a 3.5 are automatically eligible for a 
full-tuition scholarship for four years. Those with slightly 
lower test scores are eligible for scholarships covering 

“Now we’re becoming more like 
private schools in the way we 
approach admissions. We’re 
more in the mode of hustling for 
business and trying to find new 
markets.”  - Scott Verzyl
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up to two-thirds of their tuition. Meanwhile, the school 
goes all out for National Merit Scholars, covering their 
full tuition for four years as well as providing them with 
a reduced rate on campus housing, an additional $3,500 
scholarship each year for four years, a onetime $2,000 
stipend for summer research or international study, and a 
free iPad.37

The university’s efforts appear to have paid off – as it has 
seen its U.S. News ranking surge over the last decade. 
Considered a second-tier institution in the late 1990s, the 
school now ranks 88th among all national universities and 
38th among public universities.38

To be clear, the goals of increasing revenue, raising 
prestige, and filling classrooms are often not mutually 
exclusive. Many universities – including Miami University 
and the University of South Carolina – are trying to 
achieve these goals simultaneously.

Playing Defense

This is not to say that public colleges and universities 
aren’t providing merit aid to in-state students. They 
provide non-need-based aid to top students in their 
home states as well. In this way, public institutions 
are using merit aid for both offensive and defensive 
purposes. They are aggressively seeking affluent and 
high-achieving students out of state, while trying to stop 
other institutions from grabbing up their best home-state 
students, who help them in the rankings.

The University of Missouri at Columbia recently found 
itself needing to make major changes to its scholarship 
programs to stem the flow of top students leaving the 
state.39

Admissions officers from the Universities of Alabama, 
Arkansas, Kentucky, Minnesota, and Mississippi had all 
set up shop in Missouri and, in 2013, were offering these 
students generous merit-based scholarship packages to 

attract them to their schools.40

Suffering a significant enrollment decrease among the 
high-achieving in-state students that it would normally 
enroll, officials at Mizzou knew they had to respond 
forcefully. The university created a new program that 
would provide $6,500-a-year scholarships to Missouri’s 
best students. At the same time, it beefed up its Mark 
Twain scholarship for out-of-state students, offering up to 
$10,000 discounts to nonresident students who scored at 
least 27 on the ACT exam and were in the top half of their 
graduating class.41

These changes to the university’s scholarship programs 
were the first in 20 years, and they appear to have stopped 
the outflow of students. The school, however, may not 
have the luxury of waiting so long before it needs to alter 
them again. “If our competitors continue to increase 
their merit aid offerings in the next several years, we’ll 
have to revisit our scholarship programs, especially if 
our enrollment drops again,” Ann Korschgen, Mizzou’s 
vice provost for enrollment management, said in an 
interview.42 

The Flagship Universities

Many flagship institutions are very generous providers 
of merit aid. But even among these institutions, there 
are wide disparities in how much this aid is being used. 
On pages 11-12 is a list of the public flagship universities, 
showing the share of students on their campuses without 
financial need who are receiving merit aid.43 

At the University of Kentucky (UK), for example, 22 
percent of its freshmen with no financial need receive 
merit aid each year.44 That’s compared to only about 3 
percent at the University of North Carolina at Chapel 
Hill.45

What accounts for the difference? “A lot of these policies 
are driven by where you sit on the food chain, and where 
you want to get,” says Shirley Ort, UNC’s associate 
provost and director of scholarships and student aid.46 
Often referred to as a “Public Ivy,” UNC does not need 
to work nearly as hard as the University of Kentucky to 
attract top students.

In addition, UNC still reserves the bulk of its seats for 
students from North Carolina. In fact, public universities 
in North Carolina have long been prohibited from 
enrolling more than 18 percent of their students from out 
of state.47 

In contrast, at UK, where no similar cap exists, bringing 

“If our competitors continue to 
increase their merit aid offerings 
in the next several years, we’ll 
have to revisit our scholarship 
programs” - Ann Korschgen



10EDUCATION POLICY    |  THE OUT-OF-STATE STUDENT ARMS RACE

in high-achieving out-of-state students has been a key 
part of its strategy to raise its rankings so that it can 
become a Top 20 public research university.48 To attract 
these nonresident students as well as to keep the “best 
and brightest” students from going out of state, the 
University of Kentucky has almost entirely shifted away 
from offering pure need-based aid. “Of the nearly $70 
million UK gave in institutional aid this past school year, 
less than 4 percent was earmarked solely for students 
who need financial help to attend college,” the Lexington 
Herald-Leader reported last July.49

Largely free from such pressures, the University of North 
Carolina awards its aid based almost entirely on financial 
need. Under the Carolina Covenant program, which 
started a little more than a decade ago, the university 
solely uses grant aid and work study to cover the full 
financial need of students with family incomes equivalent 
to 200 percent of the poverty line or less. As a result, low-
income students who qualify for admission can attend 
the school debt-free.50

“What has always mattered at Carolina and what 
continues to matter is that we recruit the best and 
brightest students, regardless of their financial need,” 
says Ort. “And our admissions decisions are not 
influenced by whether a student is full pay. We are 
completely need-blind.”51

Like UNC, the University of California at Berkeley52, 
the University of Virginia, and the University of 
Washington at Seattle still spend nearly all of their 
institutional aid dollars on meeting the full financial need 
of the low-income students they enroll.53

But even some of these universities have been feeling 
pressure to join the fray. In recent years, the University 
of Virginia has seen its “yield rate” – the proportion 
of students who enroll in college after being admitted 
– “gradually decline in some demographic groups,” 
according to Gregory Roberts, UVa’s dean of admission. 
“Nationally peers are pursuing admission and aid policies 
that target our best applicants,” Roberts warned in a 
presentation that he delivered to the university’s board 
in August 2012, adding, “We will risk losing top scholars 
unless we begin to rethink the relationship between 
admission and financial aid at UVa.”54

Few flagship universities have felt the heat of competition 
more acutely than the University of Illinois at Urbana-
Champaign. For nearly a decade, the school has seen its 
“yield” numbers decline each year, as public universities 
from other states have swooped in and recruited top 
Illinois students to their campuses.55

Indiana University and the Universities of Iowa and 
Missouri have been especially aggressive in going after 
these students.56 In recent years, about 20 percent of 
freshmen at Missouri’s flagship campus have come from 
Illinois.57

“We have to offer admission to more students to fill our 
class because the competition for top-notch students 
just keeps getting more intense each year,” Daniel Mann, 
the director of student financial aid at the University of 
Illinois, said. “And many times, it is scholarships and 
financial aid that are being used to compete for those 
students.”58

The university has struggled in part because it was late 
to embrace merit aid. For most of its history, the school 
awarded its aid predominantly based on financial 
need.59 It wasn’t until the 2011-12 academic year that the 
university began offering $5,000 and $10,000 merit-
based scholarships for incoming students with high test 
scores.60 

But even these efforts have not stopped top students 
from leaving the state. Explaining why the yield rates 
continued to decline, Phyllis Wise, the university’s 
chancellor, told the university’s Board of Trustees in 
2013, “The No. 1 reason students don’t come is because of 
money.”61

But given dramatic state budget cuts, the university is 
unlikely to further sweeten the pot anytime soon. “Our 
big concern in the immediate future is maintaining this 
level of merit aid in the face of tough economic times in 
the state,” Charles Tucker, the university’s vice provost 
for undergraduate education and innovation, said during 
an interview.62

Public Regional Colleges and Universities 

Public flagships and research universities are not the only 
institutions making significant investments in non-need-
based aid. Many state regional colleges are increasingly 
offering merit aid as well. In fact, 40 percent of the 277 
regional colleges examined in this paper provided merit 
aid to at least 10 percent of freshmen who lacked financial 
need; 23 percent provided it to at least 15 percent; and 14 
percent provided it to 20 percent or more.63

On page 13 is a list of the public regional colleges that 
are providing merit aid to the largest share of freshmen 
without financial need on their campuses.

It is probably not too surprising that four of the 
universities on the list hail from North Dakota –Valley 
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School Share Average Amount  Year Number 
receiving aid

Number of 
freshmen

University of North Dakota 41.3 165 $1,173 23 2011-12 761 1,842

University of South Carolina 39.1 156 $5,253 103 2013-14 1,787 4,568

University of Vermont 33.3 133 $9,408 184 2012-13 786 2,357

West Virginia University 30.7 123 $2,604 51 2013-14 1,510 4,913

University of Nevada at Reno 30.4 122 $2,940 58 2012-13 865 2,845

Ohio State University 29.9 120 $6,757 132 2013-14 2,126 7,121

University of Montana 29.3 117 $3,250 64 2013-14 521 1,781

University of Colorado at Boulder 26.9 108 $9,497 186 2013-14 1,552 5,778

University of Hawaii at Manoa 26.1 104 $9,102 178 2012-13 441 1,687

University of Mississippi 25.6 102 $6,876 135 2012-13 858 3,351

University of Delaware 24.6 98 $6,074 119 2013-14 935 3,796

University of South Dakota 24.5 98 $4,505 88 2012-13 306 1,250

University of Alabama 24.4 98 $11,919 234 2012-13 1,544 6,638

University of Arizona 24 96 $8,137 160 2012-13 1,672 6,955

University of Iowa 23 92 $4,115 81 2012-13 988 4,293

University of Oklahoma 22.7 91 $4,540 89 2012-13 928 4,089

University of Kentucky 22 88 $7,789 153 2013-14 1,016 4,619

University of Missouri 21.1 84 $4,363 86 2013-14 1,277 6,060

University of Idaho 21.1 84 $3,133 61 2012-13 345 1,637

University of Maryland 19.9 80 $6,451 126 2012-13 773 3,893

University of Michigan 17.9 72 $4,938 97 2012-13 1,096 6,124

Indiana University 17.6 70 $7,671 150 2012-13 1,333 7,579

University of Minnesota 17.4 70 $5,875 115 2013-14 965 5,538

University of Kansas 17.4 70 $3,235 63 2012-13 634 3,653

Chart 4. 
Public Flagship Universities, by Share of Freshmen  
Without Financial Need Who Receive Merit Aid
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School Share Average Amount  Year Number 
receiving aid

Number of 
freshmen

University of Arkansas 16.3 65 $4,145 81 2013-14 703 4,300

University of Wyoming 15.4 62 $2,546 50 2012-13 243 1,578

Louisiana State University 15.2 61 $3,233 63 2012-13 867 5,717

University of Alaska at Fairbanks 15 60 $4,306 84 2012-13 114 761

University of Tennessee 13.8 55 $5,071 99 2013-14 592 4,300

University of New Hampshire 13.3 53 $8,020 157 2012-13 376 2,821

University of California at Berkeley 13 52 $4,583 90 2013-14 609 4,684

University of Maine 12.8 51 $4,030 79 2013-14 276 2,148

University of Connecticut 12.8 51 $7,045 138 2013-14 478 3,741

University of Massachusetts 11.8 47 $4,386 86 2012-13 552 4,671

University of Nebraska 11.6 46 $5,589 110 2012-13 455 3,918

U. of Illinois at Urbana-Champaign 10.9 44 $3,980 78 2011-12 753 6,914

Rutgers University 12.1 48 $4,300 84 2012-13 773 6,393

University of Rhode Island 9 36 $6,354 125 2013-14 268 2,972

Pennsylvania State University 7.8 31 $3,230 63 2012-13 590 7,605

University of Utah 7.7 31 $7,917 155 2013-14 216 2,790

University of Wisconsin at Madison 7 28 $3,989 78 2013-14 445 6,323

University of Georgia 6.9 28 $2,019 40 2013-14 359 5,211

University of Florida 5.4 22 $2,000 39 2012-13 340 6,298

University of Oregon 5.3 21 $5,207 102 2013-14 209 3,920

U. of North Carolina at Chapel Hill 3.2 13 $8,393 165 2012-13 127 3,914

University at Buffalo (SUNY) 2.6 10 $6,030 118 2012-13 93 3,614

University of Virginia 2.5 10 $5,821 114 2013-14 89 3,516

University of Washington 2 8 $7,000 137 2013-14 125 6,203

University of Texas at Austin 1 4 $5,586 110 2013-14 74 7,249

Continued...
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School State Share Average Amount  Year Number 
receiving aid

Number of 
freshmen

Valley City State University ND 67.3 269 $1,769 35 2013-14 107 159

Louisiana Tech University LA 61.7 247 $1,436 28 2012-13 783 1,269

Truman State University MO 40.5 162 $4,693 92 2012-13 508 1,254

University of North Alabama AL 36.1 144 $2,182 43 2012-13 351 971

Wichita State University KS 36 144 $2,712 53 2012-13 438 1,215

Florida International University FL 30.3 121 $1,080 21 2012-13 1,246 4,113

SUNY Plattsburgh NY 28.9 116 $6,237 122 2013-14 276 953

Alcorn State University MS 28.8 115 $7,190 141 2013-14 157 545

Mayville State University ND 28.8 115 $1,307 26 2013-14 38 132

University of Montevallo AL 27.9 112 $8,352 164 2013-14 145 519

Troy University AL 26.5 106 $5,132 101 2013-14 428 1,613

Shepherd University WV 25.6 102 $9,094 178 2013-14 173 676

University of Wisconsin - Os-
hkosh

WI 25.4 102 $634 12 2013-14 442 1,739

Dickinson State University ND 25.1 100 $755 15 2012-13 53 211

Minot State University ND 24.7 99 $549 11 2012-13 87 352

SUNY College at Oneonta NY 24.7 99 $2,840 56 2012-13 282 1,144

Salisbury University MD 24.5 98 $2,127 42 2012-13 301 1,230

Southern Utah University UT 24.5 98 $3,863 76 2012-13 293 1,198

Bemidji State University MN 22.5 90 $9,262 182 2013-14 122 542

University of Toledo OH 22.4 90 $5,220 102 2013-14 751 3,229

Chart 5. 
Public Regional Colleges by Share of Freshmen  
Without Financial Need Who Receive Merit Aid
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City State University, Mayville State University, 
Dickinson State University, and Minot State 
University. Like the University of North Dakota, these 
colleges feel they have little choice but to seek out 
nonresident students, given the steadily shrinking 
number of North Dakotan high school graduates.64  For 
example, nearly 40 percent of freshmen at Valley City 
come from other states.65 

These four universities have one major competitive 
advantage over most other public regional schools: 
North Dakota is the only state that substantially boosted 
spending on its public universities during the recession.66 
Due to an oil boom in western North Dakota, the state was 
able to increase appropriations to the schools by about 
40 percent per student from 2008 to 2014.67 With more 
resources in hand, these schools have been able to make 
themselves very attractive to nonresident students who 
are hunting for bargains.68

Also prominent on the list is the University of North 
Alabama (UNA). For much of its history, UNA has 
predominantly enrolled students from just five Alabama 
counties. But the school has seen its enrollment decline 
in each of the past five years, as other public universities 
have begun to recruit heavily in the counties that it 
primarily serves.69

The competition “does indeed make the job more 
difficult for us,” Thomas J. Calhoun Jr., vice president 
for enrollment management at UNA, recently told the 
TimesDaily. “It has created the need for us to redefine 
what our region is.”70

“Everyone’s territory appears to be becoming everyone 
else’s territory, to the point that we don’t have a territory, 
really,” he said. “Everyone is competing everywhere.”71

Now, the university is not just using merit aid to stem the 
flow of northern Alabama students to other schools, but 
it is starting to expand its recruiting presence out-of-

state as well. Beginning this August, UNA will be able to 
charge nonresident students who receive a scholarship 
of at least $1,000 its in-state tuition rate. The school’s 
goal, according to the TimesDaily, is “to grab a larger 
percentage of students in Tennessee while working to 
create a market in other Southeastern states.”72

Another school that gives out a lot of merit aid is Wichita 
State University in Kansas, a state that has cut spending 
on higher education by about 23 percent since 2008.73 
To make up for lost revenue, the university is seeking to 
grow by enrolling an additional 7,000 students.74 This 
effort will require Wichita State to engage in “much more 
aggressive recruiting of freshmen both in-state and out-of-
state,” according to John Bardo, the school’s president.75

As a first step, the university spent $700,000 in 2013 to 
hire the enrollment management firm Royall & Company 
to help expand its reach outside Kansas. With the help of 
the company, the university is purchasing lists of names 
of hundreds of thousands of high school sophomores, 
juniors, and seniors that it can recruit nationwide. “The 
plan is to spend hundreds of thousands,” Bardo said. 
“The payoff will be millions.”76

The school has also restructured its scholarship program 
to make it more appealing to “academically talented 
students.”77 For the first time, students are automatically 
considered for merit scholarships upon admission 
to the university (instead of having to apply for them 
separately). And the scholarships are available for up to 
four years of school. Previously, students had to reapply 
for them each year.78

“Our interest is in making sure we keep the best and 
brightest people in Wichita so that they become part of 
our long-term workforce,” Bardo stated. “The new plan 
also allows us to recruit bright new people from out of 
state who we can help become part of our community.”79

Wichita State is certainly generous with merit aid. In 2012-
13, 36 percent of freshmen with no financial need received 
merit aid, averaging $2,712 per year.80 

A Self-Perpetuating System

Northern Illinois University (NIU) may never have wanted 
to join the merit aid arms race. But the school realized 
several years ago that it didn’t have any other choice.

Enrollment was dropping, in part because the supply of 
high school graduates in Illinois was in decline. But there 
was also another major factor: Public universities from 
other states were increasingly coming in and recruiting 

Forty percent of the 277 regional 
colleges examined in this paper 
provided merit aid to at least 10 
percent of freshmen who lacked 
financial need
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students in the 11 northern Illinois counties that the 
school has traditionally served.81

“Northern Illinois has become a robust recruitment 
territory for many out-of-state colleges and universities, 
some of which have Chicago-based recruitment 
offices,” university officials wrote in the school’s 2012-16 
enrollment management strategic plan.82

“Our competition is aggressive,” the enrollment 
management plan stated, “and we need more dollars to 
compete and let high-achieving students, especially those 
in the top 10 percent of their graduating class, know how 
much they are valued.”83

As a result, NIU set aside $10 million in 2011 to create 
two new scholarship programs. The first was aimed at 
keeping top Illinois students in the state. The second 
was to help the university begin to recruit out-of-state 
students. Under the program, top students from Indiana, 
Iowa, and Wisconsin were eligible to have their out-of-
state tuition discounted by 50 percent.84

In 2012-13, about 13 percent of the university’s freshmen 
with no financial need received merit aid, averaging 
$4,635.85 While the proportion of students receiving merit 
aid is small compared with other institutions discussed in 
this paper, it is likely to grow as NIU is still experiencing 
enrollment declines.

In response, the university has been working with outside 
consultants to improve its merit aid offerings. And the 
administration has floated plans to significantly reduce 
the out-of-state tuition for all students from the Midwest 
“to create a greater incentive for these students to enroll 
at NIU.”86

The increased competition for students has left some NIU 
officials nostalgic for the past. “It used to be you could 
just sit back and wait for the students to come to you,” 
Paul Palian, the university’s director of media and public 
relations, recently told The Associated Press.87

 

 
 
 
Schools like NIU are becoming involved in the merit aid 
arms race in order to keep up with the competition, fill 
their classrooms, and strengthen their bottom line. It 
appears to be a good strategy and the only way to stay 
afloat. However, the end results are not actually so clear. 
If everyone is playing the same game, the stakes only get 
higher and it becomes impossible to break the cycle.

And indeed, some experts warn that this path may be 
harmful to the colleges following it. “Institutions seeking 
to offset enrollment and/or revenue declines with 
out-of-state students are going to find it a tough road,” 
Hossler of Indiana University told The Chronicle of Higher 
Education. “And to the extent that they are successful, 
they are likely to increasingly find that they have to get 
into a cycle of ever increasing the dollar value of their 
financial aid awards to achieve their goals.”88

But the chance that the institutions themselves will end 
the cycle seems low. Indeed, public university presidents 
appear to be even more resistant to the idea of giving 
up non-need-based aid than their private-college peers. 
According to a 2013 Inside Higher Ed survey, 71 percent 
of public four-year college presidents said they wouldn’t 
eliminate merit aid even if their competitors did so. In 
comparison, only 48 percent of private-college leaders 
disagreed or strongly disagreed with the idea.89

“Our competition is aggressive 
and we need more dollars to 
compete and let high-achieving 
students, especially those in the 
top 10 percent of their graduating 
class, know how much they are 
valued. - Northern Illinois University 

Enrollment Management Plan

Seventy-one percent of public 
four-year college presidents said 
they wouldn’t eliminate merit aid 
even if their competitors did so. 
In comparison, only 48 percent 
of private-college leaders 
disagreed or strongly disagreed 
with the idea
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For generations, public colleges and universities provided 
a low-cost higher education in their home states, allowing 
students from low- and moderate-income families a 
gateway to the middle class.

But as more and more public colleges get caught up in the 
merit aid arms race, the nature of public higher education 
appears to be changing. Public colleges and universities 
are increasingly adapting the enrollment management 
tactics of their private-college counterparts to get the 
students they most desire: those that will help them raise 
their revenue and boost their prestige.

These trends are raising alarms among higher education 
experts. In 2013, the Western Interstate Commission for 
Higher Education (WICHE) issued a policy brief warning 
that “dwindling state appropriations” were skewing 
public colleges’ priorities – by encouraging them to 
recruit and aid affluent out-of-state students at the 
expense of “a large contingent of students closer by who 
might be served.”90

“The chase for net tuition revenue is putting enormous 
and rising pressure on institutions, and especially their 
admissions and enrollment management operations, 
in ways that may work at cross purposes to the states’ 
public interest in achieving higher levels of educational 
attainment,” the policy brief states.91

 
New America’s study provides more detail about the role 
merit aid plays in these larger trends that subvert the 
mission of public higher education. 

The extent to which universities are fulfilling their public 

mission can be measured by the percentage of resident 
students, the proportion of Pell Grant recipients, and the 
average net price – the average amount of money that 
students and their families have to pay after all grant and 
scholarship aid is deducted from the listed price.

While it is difficult to employ the data gathered in this 
study to prove a causal relationship between the shift to 
merit aid and these other variables, there are a number of 
correlations that bring the picture into focus.

The Drive for Out-of-State Students

Data in this paper show that public colleges and 
universities that provide merit aid to a large share of their 
freshmen tend to enroll more out-of-state students and 
fewer in-state students than those that provide little or 
none of this aid to their freshmen.

At high merit aid schools (those that provide merit aid to 
25 percent or more of their freshmen), the freshman class 
is made up, on average, of 69 percent in-state students 
and 28 percent out-of-state students. In comparison, at 
low merit aid schools (those that provide merit aid to 5 
percent or less of their freshmen), the freshman class 
consists of, on average, 87 percent in-state students and 
only 10 percent out-of-state students.92

The report also examined changes in enrollment patterns 
since 2000 at the 424 public colleges and universities. 
The data show that the enrollment of in-state first-time 
students has fallen both at high merit-aid and low merit-
aid schools, substantiating the general trend toward 
higher-tuition students. However, the reduction has been 
steeper at high merit-aid schools – 5 percentage points 
fewer in-state students over a little more than a decade, 
compared with only 1 percentage point fewer at low merit-
aid schools. This difference strongly suggests the role 
merit aid has played in recruiting nonresident students.93 

These findings are distressing in light of the recent study 
that found that the more a public research university 
enrolls out-of-state students, the fewer seats it has left for 
low-income and minority students.94

“The shift towards nonresident students suggests that 
public research universities have increased the value they 
place on students that pay high tuition and have high test 

LOSING SIGHT OF THE “PUBLIC MISSION”

As more and more public 
colleges get caught up in the 
merit aid arms race, the nature 
of public higher education 
appears to be changing
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scores,” the researchers wrote. “This shift is indicative 
of a deeper change in organizational values, away from 
the public good emphasis on access towards the self-
interested emphases of academic profile and revenue 
generation. As scholars, campus leaders, or policymakers, 
we must ask ourselves, are these the values we want our 
flagship public institutions to promote?”95

Our study looks at a wider range of schools, including 
public flagships, research universities, and state regional 
colleges, to show that these trends aren’t evident only in 
the more prestigious schools. Public regional schools, 
which tend to enroll larger shares of low-income and 
working-class students than their more prominent peers, 
have recently entered the merit aid race, and the data 
we collected indicate that the threats to access are even 
broader than the earlier study suggests.

The merit aid data show that public universities and 
colleges that award large amounts of non-need-based aid 
serve fewer Pell Grant recipients and charge them more 
than schools that provide less of it.

At high merit-aid schools, Pell Grant recipients, on 
average, made up 32 percent of the student body. In 
contrast, at low merit-aid schools, Pell Grant recipients, 
on average, made up 42 percent of the student body.96

Additionally, there is a correlation between merit aid and 
net price. At high merit-aid schools, the lowest-income 
freshmen pay an average net price of $10,630 – almost 
$1,000 more than they pay ($9,794) at low merit-aid 
schools.97  

While these numbers are not extreme, they show a 
downward trend in access and affordability over an 
increasingly broad range of public institutions. 

If the public regional colleges continue on this course, 
they will likely become more exclusive and less 
responsive to the needs of the students that they have 
historically served. And that will make our higher 
education system, which is already extremely stratified, 
even more so.

In 1862 Congress approved the Morrill Land-Grant  
Act, which provided federal land to states to create  
land-grant universities that would “promote the liberal 
and practical education of the industrial classes.” 

These days, most land-grant colleges and other  
public colleges and universities are more focused on 
seeking upper- and upper-middle-class students  
who will help them increase their prestige and raise  
their revenue. And they are using financial aid –  
money that could be going to students who couldn’t 
afford to attend college without it – to pursue these 
students.

While the colleges began competing for affluent out-of-
state students to make up for state budget cuts and to 
climb up the rankings, the competition itself is making 
it difficult for schools to avoid doing it. Public regional 
schools that have for decades served five or 10 counties 
are now increasingly being swept up in it. 

“The level of competition is creating a prisoner’s 
dilemma,” Hossler, the enrollment management expert, 

said in an interview. “Some schools are doing this not 
because they want to but because their peers are. They 
feel they can’t afford not to do it.”98

These practices may end up harming the schools 
involved, as they will have to keep ratcheting up the 
amount of merit aid they award to keep up with their 
competitors. There’s only so far they can go before the 
costs of these policies start to outweigh the benefits.99

Low-income and working-class students appear to be 
paying the highest price for these policies. As public 
colleges and universities bring in more and more affluent 
out-of-state students, fewer institutional aid dollars and 
fewer seats are available for in-state students who come 
from less-privileged backgrounds.

It would be a national tragedy if public colleges and 
universities, which have long provided students with 
a portal to the middle class, allow those with the most 
financial need to fall by the wayside. 

CONCLUSION
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