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INTRODUCTION

Each year, over a million students transfer
between colleges and universities or return
to higher education after time away. These
transitions often come with unexpected
challenges, as many students find that
their previously earned academic credits
do not transfer or fail to satisfy degree
requirements at their new college or
university. While these obstacles directly
impact students and the affordability of
higher education, they also carry financial
consequences for taxpayers, as states
invest heavily in public higher education.

The effects of poor credit mobility can impact
students well beyond their time in college. Difficulty
in transferring credits decreases the likelihood of
students earning bachelor’'s degrees and can limit
lifetime earnings.” This potential dampening of
educational attainment creates a broader financial
ripple effect, as states miss out on potential tax
revenues that higher-earning residents may

have contributed.

States—and their taxpayers—further bear the financial burden of poor credit mobility because they
provide significant subsidies to public colleges and universities. State and local funding accounts
for roughly one-quarter of core revenues at public four-year institutions and nearly half at public
two-year institutions.2 When publicly subsidized credit hours are lost in transfer instead of counting
toward degree requirements, taxpayer dollars go to waste.

This issue is compounded when students must retake courses at another public institution.
Ultimately, state and local governments subsidize the same credit hours twice—often at a higher
cost—when students replace lost credits at another public college or university.

The solution is not to reduce public higher education subsidies, as an educated population yields
broad economic, social, and civic benefits. Instead, investing in improved credit mobility policies,
technologies, and processes can reduce inefficiencies by ensuring more credits successfully transfer
between institutions.

This study highlights the significant costs and lost income potentially associated with poor credit
mobility for both students and states. As primary funders of public higher education, states have
a unique opportunity to drive change by incentivizing institutions and systems to implement and
develop new credit mobility technologies, policies, and processes.

1. Monaghan & Attewell (2015).
2. Desrochers et al. (2025).
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Key Findings

rok GROUP simulated the impact on student transfer and degree completion from improved credit
mobility using publicly available data from five states (Arizona, California, New York, Texas, and
Washington).® The study assessed the effects on state tax revenues, government spending on
higher education, and students’ lifetime earnings.

Enhanced credit mobility is projected to boost state tax revenue and student earnings, but
its most significant financial benefit is reducing redundant spending on publicly subsidized
credit hours. By minimizing the need for students to retake courses, improved credit mobility
can 1) eliminate inefficiencies in public higher education funding, 2) free up resources for other
institutional priorities, and 3) improve student affordability.

Improving credit mobility has the potential to:

Increase state tax revenue regardless of tax structures: Improved credit mobility that
increases bachelor's degree attainment is expected to raise net tax revenues in all five

states. However, some states benefit more than others. California and New York are
projected to see the largest gains ($10 million or more annually), while Arizona, Texas,
and Washington could gain $1 million to $5 million per year. However, these new
revenues represent only a fraction of the billions of dollars in tax revenues the states
collect each year.

Reduce wasteful costs to state and local governments: The financial burden of poor
credit mobility funded by taxpayer dollars exceeds expected revenue gains. State

and local-funded costs range from nearly $10 million in Washington state to $150
million in California. These costs are largely driven by students retaking credits at more
costly four-year institutions where credit hours are typically subsidized at higher rates
compared to community colleges. These efficiency losses range from 0.4% to 1.4% of
the states’ higher education appropriations.

Poor credit mobility forces students to retake nearly a year's worth of courses, costing
them on average between $5,000 (Texas) and $12,500 (Arizona). These costs include
unused community college credits, retaking courses at four-year institutions, and
accumulating excess credit hours common among transfer students.

Provide students with long-term earnings advantages regardless of state tax and
policy structures: A bachelor’s degree remains a strong financial investment across
all five states. Students can expect to earn $18,000 to $25,000 more annually by
earning bachelor’s degrees instead of associate’s degrees, even after higher taxes
and health expenses are taken into account, with lifetime net present value benefits
exceeding $420,000.

@ Reduce significant financial losses for students equal to almost a year of college:

3. These states were chosen because of other investments, or activities at institutions in these states, aimed at
enhancing credit mobility; they also align with other rpk GROUP studies in this field.
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Study Approach

The study explores the potential financial benefits to states and students from implementing new
credit mobility technologies or policies that streamline academic credit transfers between colleges
and universities and increasing bachelor’s degree attainment. Strong financial incentives—such as
revenue gains and reduced inefficiencies—can help build a compelling case to encourage states,
systems, and institutions to prioritize new credit mobility solutions.

Two key research questions frame the study approach:

1. WHAT IS THE FINANCIAL BENEFIT TO STATES AND STUDENTS FROM IMPROVED
CREDIT MOBILITY?

This question considers the revenue-side implications for states by examining how a better-
educated citizenry could affect state tax revenues and reduce Medicaid expenses. It also
estimates the annual and lifetime earnings increase for students who attain bachelor's degrees as
opposed to those who earn only associate’s degrees or have completed some college courses
but have not attained a degree.

2.WHAT ARE THE COSTS TO STATES FROM POOR CREDIT MOBILITY AND THE
AFFORDABILITY IMPACTS ON STUDENTS?

This question addresses the spending-side implications by examining the financial support
already provided to public higher education institutions by state and local governments. It
includes the resources used to subsidize credits that are ultimately lost during transfer, as well
as the re-subsidizing of those costs to replace them once students transfer. For students, this

includes the price they pay for credit hours that fail to transfer and the cost of taking courses to
replace those credits.

The five states included in this study reflect various demographic populations, geographic
locations, higher education systems, funding structures, state policies, and tax systems. The study
focuses exclusively on vertical transfers from public two-year to four-year institutions, as this transfer
pathway presents the greatest opportunity for students to raise their educational attainment. This
pathway serves as the primary mechanism underpinning the earnings and tax revenue analysis (see
Appendix B for methodology).

The costs associated with unused credit hours that burden students and states occur across all
types of transfer pathways.* The estimated state, local, and student costs included in this report
from only two-to-four-year transfers, therefore, likely understate the total costs from unused credit
hours. These total costs would certainly be higher if the analysis included other transfer pathways,
such as lateral and reverse transfers, and transfers to private four-year institutions.

4. Student transfers can be multidirectional, including lateral transfers (between two-year colleges or between
four-year institutions) and reverse transfers (from four-year to two-year institutions). Transfers can also occur
directly from semester to semester or after students stop out and then return to a different type of institution.
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STATE & LOCAL GOVERNMENT

FINANCIAL IMPACTS

Poor credit mobility impacts both the revenue and spending sides of state and

local finances. On the revenue side, there is an opportunity to generate new tax
revenue when additional two-year students transfer and earn bachelor’s degrees.

On the spending side, inefficient spending on higher education subsidies could be
substantially reduced if more of the credit hours that state and local government
currently subsidize transferred with students and applied to their degree requirements.

Tax Revenue Implications

This study evaluates potential state revenue opportunities by simulating various changes in

transfer and completion rates that could arise from credit mobility improvements. Five different
scenarios around student transfer and completion rates were simulated (see Table 1).

Table 1. Five Statewide Transfer ‘Access’ and ‘Success’ Scenarios

Access: Transfer Rate

Success: % Completing

Scenario Description e
P to Four-year Institution Bachelor’s Degrees
Four-year institutions’ transfer
. Current State Average transfer rate from state
Baseline . student outcomes equal those at state
Average community colleges (CC) .
four-year institutions
. Achieve National | All CC equal the average transfer rate Four-year institutions’ transfer student
Scenario 1 )
Average of CCin the US outcomes equal the US average
Scenario 2 Achieve State All CC equal/exceed the average Four-year institutions’ transfer student
Average transfer rate for CC in the state' outcomes equal the state average
. All CC equal/exceed the average Four-year institutions’ student transfer
. Achieve State .
Scenario 3 Tob 3 Average transfer rate of the top 3 CC outcomes equal the weighted average of
v . .
P 9 in the state’ the highest three states (CA, WA, NJ)
. All CC equal/exceed the average Four-year institutions’ student outcomes
. Achieve State . .
Scenario 4 Tob 5 Averade transfer rate of the top 5 CC equal the weighted average of the highest
P ° in the state’ five states (CA, WA, NJ, IL, FL)
: : State average for transfer students at
. Increase 10 All state CC increase their transfer gefort .
Scenario 5 : : four-year institutions increases by
Percentage Points rate by 10 percentage points .
10 percentage points

1. Colleges below the average are raised up to the average.

Notes: All rates are weighted averages. In scenarios 2-4, if an institution’s transfer rate exceeds the rate calculated for the scenario, the higher rate
prevails. Students transferring with awards may include certificates and/or associate degrees. Four-year institution outcomes include public and
private nonprofit institutions in the state. Success-level scenarios include cross-state comparisons because unlike with the access data, success
data was not provided at the institution level in available data sources.
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These five scenarios begin by modeling changes in access to four-year institutions through different
student transfer rates. Then, various success scenarios are examined by estimating bachelor’s
degree completion rates for transfer students, with or without associate’s degrees or certificates.
The projected number of bachelor’'s degree graduates in each scenario is compared to baseline
estimates using each state’s current access and success rates to determine the net increase in
degree holders.

Once the number of new bachelor’s degree holders is estimated, state data on earnings, income
tax rates, property tax rates, sales tax rates, and Medicaid participation and costs are used to
estimate the total and comparative tax implications across states and scenarios (see Figure 1).

Figure 1. Simulated Annual State Revenue Estimates from Improved Transfer/Completion
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[l Scenario 1- Achieve US Average [ Scenario 3 - Achieve State Top 3 Average B Scenario 5 - Increase 10
Percentage Points
Scenario 2 - Achieve State Average [l Scenario 4 - Achieve State Top 5 Average

Note: If state completion rates already exceed the US average, a state’s existing completion rate was applied.
Source: rok GROUP analysis and estimates from multiple public data sources.

In every state, the greatest tax benefits are achieved by setting ambitious goals that surpass
state or national averages. The scenarios with the largest projected tax impacts—scenarios 3
and 4—assume institutions improve student transfer rates to match those of the top three or five
institutions within their state, while bachelor’s degree completion rates align with the top three
or five states in the U.S. Under these conditions, new annual tax revenues could reach up to $41.6
million in California and $17 million in New York, while Arizona, Texas, and Washington could see
increases of up to $5.4 million.

rpk GrROUP
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The most moderate and attainable goal—Scenario 5—
assumes all institutions increase their two-year transfer
and four-year completion rates by 10 percentage points.
This could generate between $10 million and $29 million
in New York and California. Figure 2 illustrates the
estimated sources of annual state revenues and financial
savings under this scenario.

Income and sales taxes are the primary sources of
new revenue from improved credit mobility. In

states with income tax (Arizona, California, and New
York), income tax accounts for about two-thirds of the
estimated new revenue. In states without an income tax
(Texas and Washington), sales tax serves as the primary
revenue source.

Regardless of state tax structures, income and sales
taxes contribute more than 80% of the estimated

new revenue across all five states, with the remainder
primarily stemming from Medicaid savings. Property
tax revenue is minimal due to lower tax rates and only

modest differences in homeownership rates between
those with bachelor’s degrees and those with associate’s
degrees or some college but no degree.

Figure 2. Estimated Source of Simulated State Tax Revenue/Savings from Improved Credit Mobility (Scenario 5)
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Texas $4.2M | | ! I |
. e e | | |
Washington | 82% B $2 6M : : : : !
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B State Income Tax State Sales Tax [ Property Tax [l State Medicaid Savings

Note: Texas and Washington do not collect state income tax. Property tax is paid to the local jurisdiction.
Source: rok GROUP analysis and estimates from multiple public data sources.
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While all five states are projected to gain tax revenue from improved credit mobility, some benefit
more than others. Some key questions are:

WHY ARE CALIFORNIA’S REVENUE ESTIMATES SO HIGH?

California’s high revenue projections stem from several factors. First, the state has significant
disparities in transfer rates among its many community colleges, creating substantial
opportunities for improvement. While many students have the potential to transfer, those who
do are highly likely to complete their bachelor’s degrees. California’s high degree completion
rate results in more graduates qualifying for high-paying jobs that require bachelor's degrees.
Additionally, California’s large wage gap between associate’s and bachelor's degree holders
significantly boosts earnings, and when combined with the state’s high income tax rate, leads to
higher projected tax revenues for California.

WHY ARE NEW YORK'S REVENUE ESTIMATES HIGHER THAN TEXAS, DESPITE TEXAS
BEING A LARGER STATE?

Texas, as the second most populous state, has a demographic advantage with more community
college students and lower transfer rates, creating significant opportunities to increase transfers
to four-year institutions. Additionally, Texas has higher bachelor's degree completion rates
among transfer students compared to New York, meaning more transfer students are expected
to earn degrees. However, Texas's low-tax structure limits its potential revenue gains. Without

a state income tax, Texas relies heavily on sales tax, whereas New York’s income tax generates
significantly more revenue. Furthermore, New York's higher Medicaid expenditures provide
additional opportunities for savings, further boosting its estimated fiscal benefits.

WHY ARE ARIZONA AND WASHINGTON'S REVENUE ESTIMATES RELATIVELY LOW, WITH
THE HIGHEST GAINS IN SCENARIO 5?

Both states have relatively small community college populations, and Arizona also has lower
four-year transfer rates. As a result, increasing these rates in Arizona results in only a modest rise
in transfer students. Additionally, there are fewer disparities in transfer and completion rates
across institutions within these states, meaning that a targeted increase of 10 percentage points
(Scenario 5) produces more new bachelor’s degree holders than scenarios focused on meeting
the top 3 or 5 institutions’ performance levels.

These findings indicate that no single factor determines new tax revenue from improved credit
mobility. While tax structures play a role, state-specific factors—such as the size of the college-age
population and the effectiveness of institutions in transferring and graduating students—also have
a significant impact.

Despite the positive fiscal effects of increasing student transfer and completion, these new
revenues have a minimal impact on overall state tax collections. Annual tax revenues in these
states range from approximately $25 billion to $280 billion, meaning the projected millions in new
revenue amount to 0.01% or less of total tax collections in each state.®

5. Federal Tax Administrators (2022).
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Public ‘Costs’

Public higher education institutions receive state and local appropriations that help subsidize their
operations as a public good. Governments invest in these institutions because a well-educated
population generates economic and social benefits. One key economic advantage is that a highly
skilled workforce attracts industries and high-wage jobs, strengthening the tax revenue base for
state and local governments. In return for these subsidies, public colleges and universities offer in-
state tuition rates to students who are state residents.

However, poor credit mobility can lead to wasted taxpayer dollars when subsidized credit hours
do not transfer with students who move to new institutions. Additionally, students bear a financial
burden, as they must pay the nonsubsidized portion of those lost credit hours out of pocket.

Transfer Credit Considerations

There are three types of credit loss or loss impacts that are considered in estimating the
governmental and student costs of poor credit mobility from two- to four-year institutions
(see Box 1):

1. Costs associated with unused credits earned at community colleges: Students paid tuition
and states subsidized credit hours that did not transfer to students’ new institutions.

2. Costs of replacing lost credit hours at new institutions: Credit hours that did not transfer
need to be retaken once students have transferred to new institutions, generating additional
costs for students and state subsidies to replace those credit hours.

3. Costs of excess credit hours taken by transfer students: Excess credit hours are common
among transfer and non-transfer students alike, but the average transfer student earns even
more excess credit hours than students that did not transfer (i.e., there's an added ‘transfer
effect’). This could signal a change in students’ program of study, or credits that transferred
but did not apply to their degree requirements for their major.
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Box 1. Unused and Excess Credit Hours

Estimates of unused and excess credit hours come from national surveys that include data from student
transcripts. These surveys are not large enough to produce state-specific estimates, so national estimates
represent the unused and excess credit hours in each state.

There are modest differences in the credit transfer patterns of students who earn associate’s degrees before
enrolling in four-year institutions. Students with and without associate’s degrees have nearly equal amounts of
community college credit unaccepted during transfer (10.0 and 10.4 credits respectively) that they must replace
after enrolling at four-year institutions (see Table 2). However, students transferring with degrees take fewer
excess credits that nondegree holders (4.2 vs. 6.9 respectively).

Thus, transfer students end up paying for nearly a year’s worth of extra credit hours (24.2 to 27.7 hours) because
of poor credit mobility. Similarly, state/local governments are subsidizing these same credit hours when earned
at public community colleges or four-year institutions.

Table 2. Unused and Excess Credits Hours

Transferred & Transferred &
Completed With an Completed Without

Associate’s Degree an Associate’s Degree

Two-year Institution:

Unaccepted Transfer Credit 10.0 10.4
Four-year Institution:

Replace Credits Lost in Transfer 10.0 10.4

Excess Credits Earned by Transfer Students 4.2 6.9
Typical Transfer-Related Unused/Excess Credit Hours 242 27.7

Four-year Institution:

Typical Excess Credits earned by All Students 4.1 4.1

Note: Student transfer and degree completion estimates reflect one cohort year of students. Credit hours are student averages. Typical Excess
Credits Earned’ reflects the excess credit hours earned by students awarded bachelor’s degrees at four-year institutions but never transferred.
Source: rpk GROUP analysis of Beginning Postsecondary Students, Postsecondary Education Transcript Study (BPS: 2012/17 PETS).
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Subsidized ‘Costs’

The cost of poor credit mobility to state and local governments reflects the inefficient use of
subsidized credit hours. Estimating these costs depends on the price per credit hour at two- and
four-year institutions and the extent to which state and local governments subsidize those costs
within each sector.

In this study, California and Texas are projected to experience the highest governmental costs,
exceeding $125 million for each new cohort of college students (see Figure 3). States with smaller
college populations, such as New York, face a lower estimated impact of $82 million, while Arizona
and Washington see even smaller impacts, each below $20 million per cohort. These costs are
estimated to equal about 0.4% to 1.4% of states’ annual higher education appropriations.

Figure 3. Estimated State and Local Government Funded Cost of Poor Credit Mobility
(Includes Students Transferring and Earning Bachelor’s Degrees)

$200M - - -
$147.2M
GABOM -
$127.8M
$29.3M
$100M -~ [N Yl
$17.0M
soM suzom [ HE
$OM
Arizona California New York Texas Washington
B State-funded Local-funded

Note: Students may have transferred with or without associate’s degrees.
Source: rpk GROUP analysis & estimates from multiple public data sources.

The financial burden of poor credit mobility falls primarily on state governments, as they
subsidize credit hours at both two- and four-year institutions. Local governments typically fund
community colleges, meaning their only cost stems from unused transfer credits at two-year
institutions. State subsidies per credit hour are generally higher at four-year institutions than local
subsidies at two-year colleges.

In three of the five states, state governments bear 65% to 80% of the costs related to poor credit
mobility. In Arizona, however, local governments shoulder half of the financial burden because
local subsidies for community colleges are larger than the state subsidies to either two- or four-
year colleges. Washington is unigue in that it does not provide local appropriations for colleges,
meaning the state government bears 100% of the cost of poor credit mobility.
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Examining the primary cost drivers reveals that in four of the five states studied, approximately
75% of governmental costs stem from credit hours that are unused and then retaken.® Specifically,
about one-third of these costs come from local subsidies for community college credits that do not
transfer, while more than 40% result from students retaking those credits at four-year institutions,
where state subsidies are significantly higher. This means states not only pay twice for the same
credit hours but also pay more the second time.

The remaining one-quarter of governmental costs stem from excess credit hours taken by transfer
students at four-year institutions. In some cases, transferred credits count only as electives rather

than fulfilling degree requirements, forcing students to take additional courses to complete their

programs. These excess credit hours could reflect this unproductive transfer of academic credit.

Figure 4. Type of State and Local Government Estimated to Fund Cost of
Poor Credit Mobility
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Arizona California New York Texas Washington
B 2-year Subsidy for [ 4-year Subsidy to Replace B 4-year Subsidy for Transfer
Unaccepted Transfer Credit Credits Lost in Transfer Effect on Excess Course Taking

Source: rok GROUP analysis and estimates from multiple public data sources.

These findings highlight the financial benefits and cost savings that improved credit mobility could
bring. The financial benefits of credit mobility technologies certainly outweigh the development
expense, which typically cost less than $5 million for organizations to design and build such
systems.” These tools improve credit articulation, guide transfer decisions, and can be cost-
effective, especially for four-year institutions. Investing in credit mobility technologies and policies
would not only enhance state tax revenues but also reduce the financial burden on governments—
making a compelling case for prioritizing investment in this area.

6. Arizona is again the exception. Because of the large local government subsidies provided, most of the ‘cost’
occurs when those subsidized two-year college credits do not transfer.

7. Desrochers (2025).
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STUDENT IMPACTS

Poor credit mobility imposes substantial costs on students as well as states. In the
short term, students who transfer between institutions often pay more to earn
their degrees than those who do not. Despite these added expenses, obtaining

a bachelor’s degree remains a worthwhile investment because of the significant
earnings advantage it provides over a lifetime.

Cost of Poor Credit Mobility to Students

For the five states examined in this study, the additional costs to students because of poor credit
mobility range from $5,100 to $12,400 (see Figure 5). These costs stem from the same three factors that
drive costs for state governments: 1) credit hours that do not transfer, 2) the need to retake courses
after transfer, and 3) excess credit hours, which are more common among transfer students.

The cost of credits that do not transfer from community colleges to four-year institutions ranges from
$500 to $2,200 per student in those states in the study. However, the most significant expense comes
from retaking these credits at higher-cost four-year institutions, which ranges from $2,500 to $7,000 in
the states examined. On average, retaking courses at a four-year institution in these states is 1.4 to 8
times more expensive than taking them at a community college. This disparity is most pronounced in
Arizona, where community college tuition is highly subsidized by state and local governments, making
four-year institutions significantly more expensive in comparison.

Additionally, transfer students incur a ‘penalty’ of $1,700 to $4,600 in excess credit costs, as they tend
to accumulate more credits than non-transfer students. Not accounted for in this study are the broader
financial impacts of these additional costs, including increased student grant aid needs, higher student
loan balances, and the long-term burden of interest payments throughout students’ careers.

Figure 5. Student Costs from Poor Credit Mobility
(Students Transferring Without Associate’s Degrees and Earning Bachelor’s Degrees)

B Student Cost
$12.4K of Unaccepted
Transfer Credit

[ Replace Credits
Lostin Transfer

$10K . Transfer Effect
on Excess

Course Taking

$5K

$0K

Arizona California New York Texas Washington

Source: rok GROUP analysis and estimates from multiple public data sources.
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Anticipated Student
Earnings Benefits

Earning a bachelor's degree significantly improves
students’ economic outlook, regardless of the tax or
policy structures in their states. It is well established
that individuals with bachelor's degrees earn more,
on average, than those with associate's degrees or
some college but no degree. This study projects that
the annual income difference between bachelor’s and
associate’s degree holders—after accounting for taxes
and health insurance costs—ranges from $18,500 to
$24,400 in the states examined (see Figure 6).
Students earning bachelor’s degrees in high-tax
states such as California and New York are projected
to benefit the most because of the greater wage
differentials in those states.

Higher earnings also come with additional financial
obligations. Students with increased incomes are
expected to pay more in state income, sales, and
property taxes, as well as higher health insurance
premiums, as some transition from Medicaid to
employer-sponsored plans. These additional costs
range from $2,600 to $5,200 across the states but
represent less than 20% of the additional earnings
students are projected to gain.

Figure 6. Estimated Annual Income for Transfer Students Earning Bachelor’s Degrees
(Net of Taxes, Health Insurance)

$20K -

$23.0K $22.6K

$10K -
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Arizona California New York Texas Washington

[ Annual Net Earnings [ Additional Tax Liabilities [l Estimated Health Insurance Premium

Note: Annual net earnings equals annual earnings less health insurance premiums and additional tax liabilities. Tax liabilities
include income, sales, and property tax. Texas and Washington do not collect income tax. Property tax is paid to the local jurisdiction.
Source: rok GROUP analysis and estimates from multiple public data sources.
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The lifetime net present value (NPV) of earnings for transfer students who complete bachelor’s
degrees is estimated to range from $420,000 to nearly $550,000 (see Figure 7). These estimates
account for the costs of attending two additional years of college at a public four-year institution,
as well as the opportunity cost of lost earnings during that time. The findings indicate that earning
a bachelor’s degree is a worthwhile investment in every state examined, with benefits persisting
across states with both high and low educational costs and tax structures.

Figure 7. Estimated Lifetime Net Present Value (NPV) Income for Transfer Students Earning
Bachelor’s Degrees (Net of Taxes, Health Insurance, Education and Opportunity Costs)

Arizona California New York Texas Washington

[ NPV Lifetime Net Earnings Additional Education Cost [l Opportunity Cost of Earnings

Note: NPV lifetime net earnings is total earnings less additional cost of education and opportunity cost of earnings.
Opportunity cost of earnings includes two year of average annual earning for workers with an associate’s degree or some
college at age 22-23. The additional cost of education includes two years of in-state tuition at a public four-year institution.
Texas and Washington do not collect income tax. Property tax is paid to the local jurisdiction.

Source: rok GROUP analysis and estimates from multiple public data sources.
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CONCLUSION

The most visible consequence of failing to transfer students’ academic credits is the increased cost
of college for students. Poor credit mobility can result in students effectively paying for almost a
year's worth of additional courses. Despite the added coursework and extended time to degree
completion, earning a bachelor's degree remains a financially advantageous investment.

However, higher education is deeply intertwined with American institutions, the economy, and

our culture. This study demonstrates that poor credit mobility affects not only students but also
these broader public structures. While the fiscal case for improving credit transfer varies by state,
enhancing transfer and completion rates can generate positive financial revenues for states. The
extent of this impact depends on factors such as the state’s labor market, tax structure, and current
student transfer and degree completion rates.

Ultimately, however, the strongest financial incentive for public investment in credit mobility tools,
policies, and processes lies in reducing the redundant subsidization of credit hours earned by
transfer students. The scale of this impact is shaped by how state resources are allocated across
different higher education sectors, but the findings are consistent across all states examined.
Moreover, improving credit mobility benefits multiple stakeholders—not just students, but also
taxpayers and the higher education system as a whole.
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APPENDIX A: DATA TABLES

Table A1: Comparative State Impacts

Simulated Annual State Revenue Estimates from Improved Transfer/Completion and State and

Local Government Funded Cost of Poor Credit Mobility

Arizona

California

Texas

Washington

Scenario 1 — Achieve US Average $510,650 $1,761,740 ($2,875,250) ($114,130) ($46,030)
Scenario 2 — Achieve State Average $280,100 $5,186,660 $1,766,070 $672,925 $400,180
Scenario 3 — Achieve State Top 3 Average $1,459,780 $41,612,820 $16,963,160 $5,359,110 $2,074,420
Scenario 4 — Achieve State Top 5 Average $1,075,970 $39,291,730 $12,929,045 $4,928,390 $1,597,580
Scenario 5 - Increase 10 Percentage Points $1,680,930 $28,869,200 $10,733,560 $4,184,580 $2,634,600

Transfer-related Additional Tuition Cost $17,989,030 | $147,155,710 | $82,238,285 | $127,771,800 | $8,759,475
Student Cost of Unused Transfer Credit $10,048,880 $55,021,450 $24,963,455 $42,414,870 $2,965,365
Replace Credits Lost in Transfer $4,984,240 $60,291,110 $37,409,820 $53,982,560 $3,814,900
Transfer Effect on Excess Course Taking $2,955,910 $31,843,150 $19,865,010 $31,374,380 $1,979,200

Note: Student transfer and degree completion estimates reflect one cohort year of students. Financial estimates for scenario 1 are excluded because the student
transfer estimates resulted in fewer students with bachelor’s degrees than states currently produce.
Source: rok GROUP analysis and estimates from multiple public data sources.

Table A2. Comparative Student Impacts

Estimated Lifetime Net Present Value (NPV) Income for Transfer Students Earning Bachelor’s
Degrees and Student Costs from Poor Credit Mobility

Arizona

California

New York

Texas

Washington

Lifetime Net Present Value Estimate (40 years)

$420,925

$547,070

$524,530

$420,530

$472,400

Annual Estimate

$18,590

$23,020

$24,350

$19,915

$22,680

Transfer-related Additional Tuition Cost $12,430 $5,860 $7,390 $5,120 $6,370
Student Cost of Unused Transfer Credit $890 $500 $2,200 $890 $1,250
Replace Credits Lost in Transfer $6,940 $3,220 $3,120 $2,550 $3,090
Transfer Effect on Excess Course Taking $4,600 $2,140 $2,070 $1,680 $2,030

Note: Annual earnings are net of additional taxes and health insurance premiums. Net present value estimates also include additional educational costs and the
opportunity cost of lost earnings while students continue their education.
Source: rok GROUP analysis and estimates from multiple public data sources.
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APPENDIX B: METHODOLOGY

Methodology for Research Question #1:
What is the Financial Benefit to States and
Students From Improved Credit Mobility?

Baseline vs. Scenarios

The impact of new credit mobility policies or tools is ideally
measured using the ‘gold standard’ approach that compares
the outcomes of a ‘treatment group’ with a ‘control group.’
A review of the literature did not yield any credit mobility
studies using a treatment/control approach that could serve
as a data source for a state revenue analysis. Instead, this
analysis uses the current baseline data as a ‘control’ and
considers five different scenarios in comparison. Multiple
sources of data were utilized to project education impacts
for transfer students:

1. Institution-level transfer rates

e Transfer-out rates from U.S. Department of
Education, National Student Loan Data System
(NSLDS) served as the basis for the transfer rate
calculations and simulations. This data includes
620,000 students who received Title IV aid in all 50
states and enrolled in community colleges as their
first postsecondary institution in 2014. The students
were followed for 8 years across multiple institutions
when they 1) transferred from their initial community
college and 2) subsequently obtained degrees
from bachelor’s degree granting institutions.

e These institutional transfer rates were used for
the baseline 'access’ estimates and the simulations
for the five different scenarios modeled.

2. Student-level transfer/completion rates by state

wwmvwmwr\m.‘

e Transfer-with-award rates and transfer-out bachelor's degree completion rates produced
by the Community College Research Center and the Aspen Institute (using data obtained
from the National Student Clearinghouse enrollment and degree records) served as the
basis for the bachelor’s degree completion rates for transfer students.” The data reflects
Fall 2015 first-time-in-college degree-seeking community college students who were

followed for six years.

¢ This data was used to establish baseline bachelor's degree completion rates for
transfer students in each state and the completion rate simulations for the five different

scenarios modeled.

1. (Velasco et al., 2024).
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Degrees to Earnings to State Revenue

Once the number of net new bachelor’s degree awards was estimated for each of the five
simulation scenarios, the impacts on state revenue were estimated through multiple steps:

1. Synthetic estimates of work-life earnings were constructed by age and education level.
Workers annual earnings were constructed for each state using data from the Bureau of
Labor Statistics’ (BLS) Current Population Survey (2018 — 2023). Five years of historical data
were inflation adjusted and then averaged at each age to provide a projection of earnings,
which were then inflation-adjusted by 3% annually. Differences in earnings between workers
with some postsecondary education (associate’s degree or some college but no degree)
and bachelor's degrees reflect the personal earnings benefit from increased earnings at
each age level.

2. State income tax revenues were estimated by applying marginal tax rates to the increased
earnings using state income tax rates.

3. Sales tax revenue was estimated by taking the ratio of sales to income tax receipts and
applying it to the increase in income tax paid across age levels. Ratios were calculated from
available data on state tax websites.

4. Property tax revenue was estimated for each state using data from the American Community
Survey by age and education level (and allocated across all adults in the household). The
analysis examines home ownership rates by education level and average property tax
payments (U.S. Census Bureau, American Community Survey, 2018-2023).

5. Medicaid savings were estimated using working-age adult participation rate differentials
by education level from the BLS Current Population Survey and estimates of annual state
Medicaid spending per adult enrollee (excluding the federal match).

To measure overall state revenue impacts, the total simulated financial impacts were multiplied by
the number of net new bachelor's degree holders estimated for each of the five scenarios.

Student Annual Earnings and Net Present Value Earnings

The earnings projected for this model were also used to project the annual and lifetime earnings
differential for students earning bachelor's degrees. The annual earnings reflect the average wage
gap among working-age adults by education level, adjusted for additional costs such as state
income tax, sales tax, property tax, and health insurance premiums.

The synthetic work-life estimates support the calculation of the net present value (NPV) of these
earnings. The NPV represents the present value of lifetime earnings, discounted using the 30-
year Treasury Yield (4.45%). This metric accounts for the long-term financial impact of earning a
bachelor's degree, incorporating taxes, health care premiums, the cost of two additional years of
college, and forgone earnings during those years.
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Methodology for Research Question #2:
What are the Costs to States from Poor Credit
Mobility and the Affordability Impacts on
Students?

Unused & Excess Credit Hours & Costs

The number of students transferring from two- to four-year colleges (with or without an award) and
successfully completing a bachelor’s degree reflects the single year cohort of students used in this
analysis (calculated in RQ1 baseline estimates).

1. Student credit hour estimates were derived from the longitudinal Beginning Postsecondary
Students Postsecondary Education Transcript Study (BPS: 2012/17 PETS) produced by the
National Center for Education Statistics (NCES). This data was used to estimate credit hour
activity for community college students who transferred to a four-year institution (with and
without an award) and completed bachelor’s degrees. The analysis estimated: 1) credit
hours earned at a community college or other institution, 2) credit hours that transferred to
a four-year institution, and 3) total credit hours earned by degree holders. The analysis also
estimated the total number of credit hours earned by four-year bachelor's degree holders
who never transferred.

2. Tuition price per credit hour for public institutions in each state was derived from the
Integrated Postsecondary Education Data System produced by NCES (IPEDS, 2022) and
used to calculate student costs from poor credit mobility.

3. State and local appropriations per credit hour for public institutions in each state were
derived from IPEDS 2022 and used to calculate state and local subsidies related to poor
credit mobility.

Translation into State & Student Costs

Unused and excess credit hours are translated into costs for both students and states. To
determine the financial impact on students, tuition costs per credit hour were used to estimate:

e The cost of credits that did not transfer, based on the average state community college price
per credit hour.

® The cost of retaking those credits at a four-year institution, using the average state four-year
price per credit hour.

¢ The cost of excess credit hours beyond the typical amount accumulated by non-transfer
students, also using the average state four-year price per credit hour.

For state subsidy costs, these same credit hour estimates were multiplied by the number of
students transferring from two-year to four-year institutions (both with and without an award) and
successfully completing a bachelor’s degree. This analysis reflects a single-year cohort, consistent
with the methodology in RQ1 of this study. State and local appropriations per credit hour—
averaged for the two- and four-year institutions in each state—were then applied to the respective
unused, retaken, or excess credits, resulting in the total public funding allocated to support
inefficient credit mobility practices.
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