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ABSTRACT

The Fducational Opportunity Bank (EOB) has received
short shrift amcng educators and many objections have been raised to
establishing it. Among these are the workability of the plan, the
proklem for wemen borrowers, and the creaticn of a new force--student
financial power = in opposition to the influence of the Federal
Government. Thcugh important, these are seccndary questions, A MIT
study has concluded that the plan is economically feasiktle, but
questions corcerning the legitimacy, adequacy, and merit of the plan
are vital. Scme cf the plan's positive Lkenefits are: (1) it wculd
provide considerable monies to higher education very quickly; (2) it
would improve the competitive stance between private and public
higher educaticn; (3) it will largely obviate the need for
“.institutions to take one side or the other in the chirch=state issue;
and (4) it places emphasis .cn the notion that the individual receives
the rrimary kenefit from his educaticn. In addition, the plan would
reduce Government's opportunity to manitulate choice by pulling the.
strings on research, facilities, and staff, and if extended to the
graduate years, would free the student from economic dependence on
.-his parents. (AF)
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The Educational Opportunity Bank has received short shrift
among educators. The fact that similar proposals have been put
forward in recent years may explain the inadequate response which
.the proposal has received. This fact does not, however, justify
the casual attitude and cavalier response to the proposal. The
purpose of this working paper therefore is to raise this question:
Are we so convinced that no form of this plan couid be acceptable
that we are willing to see it die in its fetal stage?

If President Johnson is at all serious about encouraging
'a}27vpercentrincrease by 1976 over the 1967 percentage of

'7yonng people'of’collegerage attending college and his goal comes .

Eto be wldely shared and 1f l'here are grounds for peSSlmlbm in

beilev1ng that the tunds now g01ng into the Vietnam struggle w111 e
lbe.diverted to other federal concerns--and preemlnently to hlgher
;educatlon.:then a broader attack on the flnanclng of hlgher educatlon
;C‘whlch a varrant‘of a plan llke thls may be a part deserves

‘c reful scrutlny'

_The proposal'pricklea w1th questlons. Among these ls ‘the _,_'

questlon whether student reluctance to borrow, espec1a11y 1f theﬁff, ﬁ

loan  is’ long- can be sufflcmently overcome to make the plan-“ -

R AR A e A | s
ARSI e N e



NI AN R e g

-
workable. Another is the problem presented by womoen borrowers.
Although recognized oy the proponents of the plan as a problem,
it is, nonetheless, unresolved. The proposal also appears to
- .acecept a calaculated Machiavellianism which counts on dilatoriness
w;i'i.to keep the middle income earning borrower from'opting out'
| (hy paying the principal plus compound interest.) Those middie
‘income borrowers who remain in the plan will apparently pay for
their own edncation and subsidize the education of some of their
1age;group’peers. Further, will the.effect‘of this plan be to
fqutapose a force--student financial power—-opposite to the inflnence
Qof-the federai government'or merely add another force, pulling in
r-:yanother direction--or even strengthenin§ the'government's preeminent'
‘;Qemphasis onlmannower needs, other important questions are of a |
”c;poiiticai?‘natnre:, e.g;,'is it wise'to support-this plan mhen.
Ufother members ot the hlgher educatlon communlty are opposed to it?

“”ﬂ:Can 1t be sold to the CQngress° etc.. All of these questlons are

‘flegltlmate and meortant, and ‘in the f1nal analysls. perhaps
h”compellxng.: But they are all clearly secondary questlons. They
;tend to begvprlor questlons of leg1t1macy, adequacy, and merit.
< TﬁfThat the plan 1s economlcally feasﬁble seems demonstrated by
'admo.klng-paper prepared 1n the department of economlcs at MIT

¢Comment1ng on the allocatlonal and dlstrlbutlonal effects of the

,Educatlonal 0pportun1ty Bank moreover, thls paper Concludes- ﬂ"“

.1t 1mproves*the unlformlty and d1str1butlon of borroWLng

‘5§portun1t1tes subsldizes hlgher educatlon through a low :
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intereet rate; and it introduces a novel kind of insuranco against
failuten All three factors will tend to increase the demand for
college education and the funds flowing into it.”

The economics of the plan and the argumentq of the Zacharias
commzttee are not, for the most part, rehearsed here. General
awareness of the existence of these arguements 1is assumed, however,

and cr1t1ca1 objections to them is clearly germaine to the leCHSSlOD.

A list of its positive benefits may be strung.out.
Eeeentlally. however, these especially appealing features deserve;
enumeration.

 1;3ij succeesful. it conld make a g:eaté&eal of money

| havailabie’to.higher'education very qaicklyc

- aThe COngress‘may he‘teiuctant to pass'the enabling

ﬁi‘ leglslatlon, but thls COngress may be even more

:ff reluctant to make substantlal ‘funds ava:lable to

';€>hlgher educatlon 1n such other forms as large
;ﬁiinstltutlonal grants; - S | |

i‘iBy Lts effect on tultlon Ln all 1nst1tuttons,
”;fmt would 1mprove the”competltxve stance between

fgprxvate and publlc hlgher educatlon.v If lt 1s '

| de51rab1e.(for the'sakmuof both publxc and prxvate

higher ducatlon) that prlvate h1gher educat:on contlnue,

 1It,muetjcontinue3 S
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It largely_objiates the hecessit?,of,a strugglev
between loStitutions which.requires'that they gird
i_themselvee for the contest;wearing.the éarb'of
hﬁ.either church or'state;jj(A lot of thie'garb‘

At.l? in the category of The Emperor S New Clothes

'i but a great many people bellcve rhat it is real
;.and w1ll 1n51st that 1t be worn ) |

_ It recalls att entlon to a notlon not altogether__

dlscredlted namely, that the 1nd1v1dual rete:ve

- the prlmary benefrt—-not necessarlly or solely economicﬁ;.

’_from hlS educatlon..hﬁ

fThe proposal has provoked such questlon-begging'aodfebeciouej T
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The concern expressed for the ‘rising splral of student
charges' makes the act of raising tuition appear
vicious and unscrupulous, almost as though'profiteerlng'
were the unworthy motive behind such action. ’Without
considering the prior question of who should bear.what
portion of the rising costs of higher education, this
alarmist cry unfairly ignores the fact that inbreased
tuition would enable many colleges first.to break
even, then to improve the quality of education they
offer. These are hardly unworthy motives.
The follewing comment is attributed to an HEW

official: "While the plan would salvage hardpressedr-

private. colleges, it would also end the distinction ‘

and valuable competltlon between pr1vate and

publlc schools;v Just what "valuable“'competltlon

ldoes he have in m1nd°" etween the poor ‘and the r1ch° D .
’fThe power to a1d, llke the power to ‘tax, is the
'power to destroy. Tax rellef is no longer enough.

f””~It is a paradoxlcal (but hopefully not an- 1ron1c) fact

that unless the- federal government supplles them w1th

"Lﬁfcon51derable p051t1ve a1d (not merely rellef fr0m taxatlon)hgﬁ'
'ﬁf"prlvate colleges do not appear able to contlnue as
\,illvelg 1nst1tutlons and v1able alternatlves to pub11c

'h}\unlver81ties..*a3]v-“
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"Life-indentuve" is a rousing slogan suggesting

the worst of Dickensian England. 1Its users, however,

not the Educational Opportunity Bank, may be anachronistic.

The Educational Opportunity Bank recognizes, as these

. critics apparently do not, that we have become

a credit nation. To be consistent, moreover,

they should rail against both a graduated income
tak‘ana sociallsecurity. Like the graduated
income tax, the zacharias proposalhreeoénizes that
thetappropriate standard of wealth (and for

taxation) is income. Like social security it

_recognizes the primary interest of the individual

" in his future security and requires his contribution

to'it.;

The complalnt that th1e plan w111 place s1gn1f1cant
h respons1b111ty for the costs of his educatlon

1on the student does deal w1th a prlmary quest1on.
’However, the alarmlst language that professes to see
-.1n thls plan a scheme enabllng 'thls generat:on to

‘largely abandon responslblllty for the hxgher ‘education
“of 1ts young,vibflles ‘in- the faceiof the statements.
1:.;concerns,‘and reasohahle expectatrons of the report.

“iThe report reasonably antlcmpates that funds ava1]ab1e ,-

'*;ﬁfromlexlstlng sources"would contlnue, but freed from

;the_neqess;tyj £ sgpport;ng}rnstltutrons;atgv=
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the margin of their existence and freed for
improving the quality of their educational programs,
Further, until it is more clearly determined
what portion of that which we will spend on higher
education will simply be tacked onto the national
debt, the cry tnat the present generation should
pay fully for the education of the next wili have
a hollow and insincere ring.
6. The further forlorn lament that this plnn should
be put forward in the "most affluent nation in
the world's history" may also miss an important
point. It is precisely rising affluencé which
makesrit possible to assume Optimisticaily that
ithevfnture will provide the opportunityffor re-".
payment. Higher educetion, cbserves Roéer Bolton,
'"15 a capxtal good. cfeating it is an nct of
‘1nvestment..;.f Slnce'"xt is somethlng whlch pays
. off LtS cost over.a verf.long perlod " 1t does
1:not seem unreasonable to oontemplate paylng for

- it over an equally long 4~rlod !,: j,

To relterate-' the plan recognlzes that the 1nd1v1dua1 student

der1vesnthe prlmary benef;t from a college educatlon. Thls is =

cxally true of theveducatxon offered by the constltuency of the
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Assoéiation of American Colleges. The 'social utility' of liberal
arts education is less direct and immediate than vocational education.

The plan would accomplish an additional measurce of freedom
for the student {(and for the college) from immediate governmental

v-manpower'concerns. It would reduce government's opportunity to
nanipulate choice by pulling the strings on research, facilities,
staff, spscializsd fellowships, etc. In the present context, this
Qould broaden considerably a student's frecedom of choice.
“ Especially if oxtended to the graduate years, the plan would
aiso free the student from economic dependence on his parents.

It may not be too sanguine to believe that the plan would
sncourage the individual student to profit intellectually from his
1nvestment more than if his education were altogether free.

The plan has also this benefit: it can weave its way around

'church state 1ssues thh less torfure than any other plan.
| Further. 1t recognlzes that tuition is not the single-—=
7u:perhaps not tne major—-cost of an euucatlon. This plan is a greater

v/

'*jfequallzer among ¢tudents than an 1nsr1tutlona1 grants plan. No

rnstltutlon-applled program is ever catch-up for the individual
student.L someone can always out—bld him at the best 1nst1tutlons—-
svenj;f thessgnavs a few total fellowshlps available.
liEAsrisinépfioor:undsr'a]lninstitutions, moreover, does nothing

to redress anflmbalance of flnanc1al support amonts 1nst1tutlons.

Unless thelr competltlve status 1s 1mproved resources {such aqu
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of reach for some institutions as they were before the&competition

B LR

aersar,

escalated to the second floor.

The question is: Can the plan or any of ilts fealtules be

developed to fit into a comprehensive program of federal aid

to higher education?




