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_ MIDDLE INCOME STUDENT ASSISTANCE ACT

e
. WHUBSDAY, FEBRUARY 0,1078 |
" . o\ Houss or REPRESENTATIVES, -
& 7 N SuptoMMITTER oN PosTSEGONDARY Ebvcation,
O I Comurrree oN EpvuoaTioN: AND Lasor,
e L ; . Washington, D.C.

. “T'he subcommittee met,. pursuant to notice, at ‘1:11 p.m. in room - -
2175, Rayburn Houge Office Building, Hon. William D. Ford (chair-- .

.. . manof the subcommittee) presiding. = . . .
~ . Members: present;:  Representatives Ford, Cornell; and Buchanan.
. Staft ‘present : Thomas R. Jolly, subcommittee counsel; Patricia .-

Rissler, subcommittee clerk-legislative asgociate; William F. Gaul, - -
. ' . committee.associate general counsel ; and Christopixe_r T. Cross, minor-

, . ity staff director. . : S e "

+ . *Mr. Forp. The hearing on the Middle Ingome Student Assistance Act

- will now cofne to order. We'will no¥ resume the meeting of the Sub-

. .v « committée on Postsecondary Education. Along with other difficulties,
..~ - wehave had time changes, and we now have a vote on the floor. I want*
"+ - to thank those who came, will vote quickly, and; return later, I will

take a chance on missing a'vote-We have already asked people to'stay -

% - longer than they intended. There have besn unfortunate confliots.
etext.of H.R. 10854 follows:] A ,
saseln L e ' ',,
, R * '(RLR. 10854, 05th Cong., 2d sess.) '.
- . LR A4 . . . .
" A.BILL To amend the Higher Education Act bf 1965 to inc e the eligibllity of middle- .-
income students for the various forms of student assistance Avallable under such Act, and
for othgr purposes e . : ST L )
" * \Be it enacted by the Senate and House of Representatives of the United States

- of Ameriod in Obngress assembled, That this Act may be cited as the “Middle - .
Income Student Assistance Act of 1978", . e o
oo 8kc. 2.'(a) Section 411(a) (2) (A) (1) of the Higher Education Act of 1965 = - -

v . 1s amended by inserting before the period at the end thereof the following:
: ,-except 'that’the amount of such grant shal] not be less than' $250 for any
Student whose annual adjusted family income (determinedIn accorfance with .
regulations prescribed by the Commissioner) does not exceed $25,000". A
.-y . “(b) Section 411(a)(2) (B)(il) of that Act is amended to read as follows:
b . .*(f1). No basic grant under this subpart shall exceed whichever Is the greater -
% of—r g R e T ¢ i
v "(I).the difference between the expected family contribution ‘for 4 stggdent
v - and the actual cost'of attendance at the institution at which: that stffllent
-+ isinattendance, o ' T S T S
1 . - If with respeet to any student, it Is determined that the. amount of a basic,
‘ * -grant plus the amount of the expected family contribution for tha dent
. - ‘exceeds the actugl cdMt ‘of attendance for that year, the amount. of thejbasic’
" grant shall be reduced until the combination of expected family contrifution
S Rn_d the amount of the basic grant does not exceed the actual cost of attendance, -

(1)

”~

.
-

"




:I;r - . ) o . . N

2
g xegl“r’d by this paragraph ‘shall not reduce the amount -
t-to 1bes ‘than §250: Provided, That, in the case of & singlé. - . "~
‘with no dependents, no basit grant under this subpartshall - .
between . the expected family contribution for a’student
, of attendance at the inatitution at which that student is in-
endanice; I with respect to such: single independent student, it is determined"
t:the amount’of‘a baxic grant plus_the amopnt.of the expected family con-
tion for that student exceeds the actual of attendance for that year, .
< __fhé amount of the basic grant shall ‘be reduced until the, combination of ex-
7 Habted family contribution and the amount of the basic grant does not exceed . .,
" - the agtual cost of attendance at'such institution.". :. S T
. "[{e),.Bection 411(a) (2) (B), of that Act is amended. by striking out. subdivi-
= son’ {1i1) and by rmuxmgw subdivision (iv) as subdivision (iii). o
.. (@) Bectlon 411(a) (8) (O} of that Act s amended by adding at the end thereof
_.thefollowing: ~ ~ =~ % - T RS
“In.:ddlﬂox{,‘ggchx‘,g:hﬂons shall— . o, — .
P ‘+74(1) provide that the portion. of assets which shall be exempt from assess- e
-7 ment for.contribution for an independent student who has one or more - :
, -dependents shall be the same as the portion so exetnpt for,the family of a
.’ degendent student; - - : ’ C . S
(i) proyide that the rate of assesement for contribution on that portion -
. of assets ‘of such an independent student which is not,exempt. under sub-
< :-division. (1) shall-be the same as the rate applied to the comparable por-
*_ tion of assets of the family of a dependent student; and . - :
... . 4(i11) dn. establishing a portion of effective family income which shall
be exempt from assessment for contribution‘by reason of subsistence re-
" quirements of independent students who have no dependents, use the same .
. . 'method for computation of such portion for such students as is. used for-
. depehdent students and for independent students who have dependents.”.
(@) Sectlon 411(b) (5) of that Act is aménded. by striking out 4$287,400,000”
| ph (B) and inserting in lieu thereof ¢$600,000,000”, = . - o
' foli (f) Section 411(b) of that Act is amended by adding at thg end thg{got‘.the
owing: - R , L o
“(e) No payments may be made on the basis of entitlemehts established under -

" this subpart during the fiscal year ending September 80, 1080, in which—- L
z

-4¢A) the appropriation for making grants ‘under subpart 2 of this part
- does not at least equal $450,000,000; and . S
“({B) the appropriation for work-study payments under section 441 of this
title does not at least equal $600,000,000; and ] L -
.. ~.%(0) the appropriation for capital contributions to os%udent 1oan funds
: * _undey part B of this title does not #t lcast equal $286,000,000.". - 5 7
. (g) Seetign 415D of that Act is amended by striking out “$75,000,000”. and -
s . ingerting in Heu thereof #$100,000,000.”, - - L °t -
" .8ec. 8. Title IV of the Higher Bducatton Act of 1965 is further amended—
) (1) in section 428(a) (2) (B) by:striking out “$25,000" each place it ap- . .
... pears and Inserting in lieu thereof “$40,000". = = Lo Lt
-~ c (2) (A) in ‘section 488(b) (2) (A) (i) by striking out “8.5 ‘per centnm ,
: +from such average” and inserting in leu sthereof 8 per 'centum from such
average duting any period of repayment or substracting 8.5- per centum ‘! )
tromsnchaveragednﬂngany‘otherperlod"; . e ~ L
. (B) in section488(b) (2) by adding at the end thereof the following new \ S
..’~subparagraph,: ) ) A : g . ) T S
.- #4(D) For purposes of subparagraph (A) the term ‘period-of repayment’ means . .",b*
any perlod during which any installment of principal has become due in accord- .. "
ance with section 427(a).(2) (B) or 428(b) (1) (B) and such installment is not. ' @
eligible for deferral pursuant to section 427(s)(2)(O) or 428(b) (1) (M).” |
i (8) Ingection 438(D) (2) (B) by striking out “(1)”;and" . N :1, |
(AR (4) in section 488(b) (2) (C) by stiking out the period at the end thereof 7 -
. and inserting in leu thereof the following: “; or (ii) cause such allowance ! 1
to be less than 1 pér centum for any such period, the special allowance rate '
-+ to be paid for any such period shall be increased to,the lowest one-eighth of
: 1 per centum rate which weuld not cause such difference.”. .- .~ Ty
. Sxo. 4. (a) Section 1208 of the Higher Education Act of 1965 i8.amended by .
v:ll:)r)lking out “ part O of title VII,” each place it appears in ‘subsections (a) and

i
|

-
. -
- ;
- (AN A - ‘.
kg ’ » ..
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b N
lnl(prﬂnﬂnuou thereot 450,000,
5 Fom. 1. will firet call‘ forward Mr. Wlllmm Bowen, presldent

: tgu a8 chairman of the board of directors of. tho Amencan Councxl
 Education. Would you like to cothe forward{

en gh to'supply to the committee Will be enterd® at this point in the’
T . You may proceed to comment ‘on it, and to add or underline
v mf"ﬁomts if you wish and as you see most appro nate.
BRI e statement of Wllham G. Bowen 'follows ‘

"Without 'objection, the prepared stafement that you have been kmd |

' Bégtion mm of such Act s aingnded &y strmn. ont "ms.ooo.ooo" and

Princeton University, who is also appearing here today in his ca-~ -
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u'mxom' P-.nsmm BY Wn.x.uu G Bown:n, Pn!:smm'r, PRINCETON Umvwsmr
i "AND CKA;guAN, Bom or. Dmcmns, Aumucm Covncn. oN EpUCATION,

'ué Chl“iuun .n&' Hi"-bgn of :ho. Subc_mmit’:u: R

T - Wuliu G. an. Pru:lddn: of Ptinco:on Univorlity and cu:nnt .

ahinnn ot :hc Bon‘d of Directore ot r.hn American Council on Eduu:ion. 'rhe
'.AC! u, as you know, 'tho "unbnll- organization" for highpr education, lnd I- k
. “holiqvc I opuk tot r.ho ovoxuho].ninz u:]ori:y of our mbor inltituuonl in
-pppudina Pruidon: Carter tor his cmiqmnt to an unpnccdanted 31 2 billion
incnuo in’ !odonL otudm: aid u\d Chaimn Ford and his colleagues for r.heir
o!!orts to brina about .2 drmtic atrongr.honing of ‘atudlnt atd ptogrm ' ‘

' lu r.ho Preeidefi® of the ACE, Jack W. Peltason, his already wired the - .;-,

' Pruid.n: and the lponoors of the llgiu-tion. "the higher (ducntion community
on commuA s~

otrongly -upportl r.ho uu of uxilw,ng aid. progrm as the most effectiva way to

holp niddln-incom fnnniu meet the. coa:s of higher education. We pledge to work

\r!.:h the Adninistnuon and the Congren to assure tlie most equiuble "and ba.llncad

- 5 x et

o diltﬂbutioq qf funds nnong cxhr.in rograms ‘td meet the needs of students

‘

attending all typee of 1nsr.1r.u:;ons. ) . el
_‘_’f L. .
© Qver r.ho lut: decade the hdaul Governmant has made a mjor coatribution

to'l.upobrmr. nationsl goals r.hrou;h a carefully developed program of sesistance to

etudents ‘that has increased educational opporéﬁniiies sig'hificantly. This new

1n1tia:1vo undors;:oru and s:rang:hana that Qomimen:. F ) .

L The biil before, r.his Subcomittu 1nvolves ‘the l‘e\gas: increase ‘ever

propoud for fedual studenr. aid: an 1ncrense of 38 percent over r.he Ftr 78 lcvel.

wi:l\m -dditionnl $800 ninion committed for FY 80, r.he :wo-yanr increase would’

J - total $2 billion, or 64 percent over)the FY 78 level of support.

The increasing proBlmls','of paying for lﬁzher eduéaiior. ase evidéné.‘ and
N e 8 o
it 18 our view that, the é.m;: approach: to. solving these pr@lem‘ is through

studeny aid ?‘,togri;ns that provide usqis:aﬂce‘ on the basis of dehonstrated need.i. ‘

v
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'Hhu- d mncutp grutly the-‘sfforte of thc epogiore of tax cudu 1.;1.1-:1&1

A

so ldduu ehcu eame problm. and p-rticul-(];y ‘to -uiu Mddu\-incom tminu. -

: -'\n cn cmin(:lé thlt the -tud-nt aid -p’pro-ch 1. prefﬂ:-bh.(lrou the uudpoint

»

ot uluml pol.d.cy. the uudcng eid- -1umnt1vc uou].d be more -thcuvo nnd 1u-

e :o-tly in thl long. run. s vell es fairer.
‘ 1d --upporting uron;ly thl wagnitude nnd the gencnl 1nunt of thin -
hgnhuon. I vou].d also urgu th- Subcomutu to give careful lcunuon to the

tndividlul .hunu of th- propon]. -nd thlir 1npact on the ovenn -quity and

-

C _b.lanc- of federal -tudcnt aid progrm the ‘1 hlve not as yet had an opportunity
[ . . 2"
' ) to giw the ptoponla thc detailed uunuon the} duerv-. 1 v-nt :hu norning to

.

dkect your ltunuon to- two lp-ciﬁ.c nluu. : . ' R e
. ~ -
1. In ite dieire to guarantee ‘Basic Grants’ toml]. uudenu vith fui].y '

mcoun up to $25 000. th- Adniniunuon propoul,-ml underlund it would
dhtribute the aame nl.nhun nqd of 32? -cron a t-uly wide 1ncmu nng- from
417, 500 to 825, 000. To prcqervo the ulporunt principh that ud 1- bnnd on .
relative ﬂmchl circmuncu. 1 hop. the Subcomutu will conud-r l].!.mlti'l"
-‘loduic-uou in the Family Contribuuon Scheduls. Thid principh can be proucud
:1! part of the $800 nillion cdqiued for IY 80 ie -pplind' to chmu in the Fanily
Contribuuon Schoduh in 7Y 79. 1: cou].d alsd be protecud within the $1.2 buuon
vpropoud fot H 79 1! thu murnntud uinimu ;ut vere lmud to 1ncm|u up to |
320 000 nth-: clnn $25, 000 th- -1:0 of the minimum gunt cou].cl\also be revieved.
. ‘ m- u a lutur I beliave duem- !urth-r uudy. - )
» - e, Ir. 1s°vital to “fncreass grant aid :hgough uu Supp1mnu1 zduuuom .

° .

Oppor;unity Grant progn-. as mn as through Buic Gnnt, SEOGe are an’ -uqntm

\

-lupplln-nt to BEOCs, puuculu-].y for uudanu -ttending hlgher-pri.c-d hutltuuonn

that are both public and private. ' . . S .
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mmmuumumummmmm
wmummmamu. 'nneuu-budsm
mmmmmwmmmumumu-m
. mmmmhmm.wume&m—n
'_hm;onpmpmuwum.um-yzmummmmf
/-m-u-uou.s Much of-the ‘mdaritendsble prassers for tax<redits comes '
u—cqnuummouu-m.uxmm-mzmm
--mmmmum-a-nummmuumw.

l L] ..

wmnmm .
L uwmmmumhmwuum ,
inesma stedeats of & realistic opticn o! sttendiag & highar-yriced fastitucton. | °
m-.wumu-uom:u:mlouuun.!muargu.-o:ju: T
Mp--:mlqum-muhmgrmwmqumm
umwummzummun&n&zmmﬁzmmnm.
nnnmmmmmuﬁnumonumumw-mu.

-h better oms if 1t is possidla for uu.vuuu frok differenc ecomonic w

N

to° l.un uatur A traly dmcnuc .ocu:y Tmz afford to have muuum of
’ Mduuuu nuﬁ!w by .uud.e circumstances. lot mw afford, as s mhty. )

- ulm;hvdulo!punu-ndnnnlummzdw. tem of higher

.m that Mdu both pubu.e and prtuu muzuumn of\ many unu

RCT mummtmx of $E06 fundteg is claazly tasefficluat. In scedemie
_m)ho-ao \nn-um-n-mm-:. tha average IOG of 4987 vill meat
only 27 we.qu q-ummm 43,700 a“muwﬂm e
uamet need Q:\lny mm- and public mutuzuu is obmly far’ puuf " and
GM u: ol:n help studeats by supplementing the uoe sepport out of

:hd{cnunul funds. But institurional resources are alrssdy everextamdid, T

/
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. . .

otste student, aid 1s wnevesly distributed, snd studeats sttemding collagy

outaside of their hems states are weuslly sot aligible fer state sid. ?
’ . Te halp nake wp the diffareace betveen the coot’of sttendsnce and-the -
Besis Craat for low- end u“lo-hau. uu‘,.u. end to provide some grast
assistancs u thoee vuh incomes jwet sbove BROC eiigibility sttending mors coetly
hatitue tons, SB0Cs shodld be tncread substantially over the FY 78 leval of
$270 asliten. 1‘5- acx fas sotinsted that aa (ncrease of $100 aillica, for example,
would r"'uc unu. u an additicasl 182,000 .zu-;c- from middle-incoms femtliee.
.l- 11 1t requires djruun 1a other parts of the progres, ! would urge the
Jubu—tuu te increase the fundiag for SIOCs by st least this amoumt for FY )9,
1 nete vuv-numug Support that the bill as ucroducod by Chairman ht1 vould

aanbate s iacrease to $430 millios for uoc. in Y 80, .

1 alse nlrmly support the 'rwulou of the 411l as uu.rolua‘ mu *
weuld pandate s raise !ot College VWerh Study to $600 aillion is FY 80. htl. \
ﬂzd 18cresses ars S6Cessary to uaramtees that appropriations will be sufficTone

te maiatain the ecesestis] balance between t’ho Basic Crant smd the campus-based pregrams.
"uho:u such modificstion of the thresholds, this critical balancs would stemd ta °*

-
Jeopardy..

1 hope Coagreas vill act prunly on this lquhuo- to previds seeded .
nlut fer middle-tncome t-utu in -utl-u ch costs of mw educasion for their
llires. The imarices Coumcll de Liucatibn vould 1tk to offsr the Subcommittes -
owr fullest cooperatios ia providisg furthar iaformatios and saslysis. 1 nn.cuuy

- would be glad te help in any nyythl 1 caa.
. Ve commsnd you for takiag such an {mportant step, and we look forwerd te
wethiag vith -you ta achieve 8 'puol' breskthrough towsrd the geal of educatismal

opPSitunity for all citizesms. . . -
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STATEMENT OF WILLIAX 6. BOWEN, PREDENT, PRINCETON UNI-
VERSITY AND CHATRMAN, BOARD OF DINKESTORS, ANERICAN
_ OOUNCIL ON KDUOATION . & - | '
- Mr. Bowzn. Thank Bn"vu'ypnch,.l(r. Chai I am very pleased
_tobe 1 angntﬁt: you for ﬂr endu ms,r{nd your
obvieus nowledge o subjects that are before us. .
- T am here, primarily on f of the ACE, the America§ Councit
on Education which, as you know umbrella organization for
education. & '

first part of my statement consists of some very warm and very
deeply felt words of thanks which I believe I express on behalf of the
of the American Council on Education. Thanks to President

( for his commitment to an un%meedented $1.2 billion inc
_ in the Federal student aid p hanks to you, Chairman Ford,
and to your colleagues for all of your efforts on behalf of theee
- Y would like also, with your permission, to include in the record the
that Jack W. Peltason, president of the American Council
on Education, has seyt expresging his appreciation and his endorse-

ment of thiseffort. ) »

Mr. Foan. Without objection, it will be entered into the record in

full at this point. .
[The telegram from Jack W. Peltason follows:] \
[TelMgram]
WasHINGTON, D.C., Pedruary 8, 1978.
Hon. WnLLiaM Fouo, . e
U.8. Bovseof Representgtives, '
Weashington, D.C. ‘s e

Congratulations on'behalf of the American Council on Education for your
p of legislation to increase student ald by $1.2 billion as an alternative

to tax credits. The higher education community strongly supports the use of
existing aid programs as the most effective way to heip middle-income families
meet the costs of higher education. We to work with the administration
and the Oongress to assure the most equifable and halanced distribution of funds*
among exigting programa to meet the needs of students attending all types of
Mastitntions. Prompt enactment of such legialation will mark a new milestons in

extending Postsecondary opportunities.
- ) : 1. W. Prirasox, President.

_ Mr. Bowzw. The bill before this committes, of course, Ihyolves the -
increase evér proposed for Federal student aid, an

of 38 pgroent over fiscal Kur 1978. With the additionsl-i for
fiscal § 1978, and with the additional $800 million been

for 1980, it would repreeent a 64-percent inc

i vary el badly needed.

is is ‘very'welcome support, very. e creasing
problems of paying.for _higre’r education .’;' évident, and.it is our
view that the fairest approach to solving thess problems is through
student aid programs that provide assistance on the basis of demon-
strated need. . ; . .

While we appreciate greatly the efforts of the sponsors of the tax -
credit legislation to address these same problems, and particularly to
assist middle-incame families, we believe that the student aid approach
. is preferable. :

(]
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. program, to stress the value it serves in provi

. . 4 ,
. . v '

" run ag well as-fairen. -

in our judgment, be more effective and less ¥ 1n the long-
as - g

Insu ing the nitude and the general intent of this legi

tion, § would aleo arge wton

the subcommittee t:;]give“qamful attention. -

to the individual elel':xlg:ts of the ;ropom, their impact on the
overall otluity and balance of the Federal student aid programs.
‘While 1 have not as yet had the opportunity to give t. Ipropoea.ls or
the legislation the detailed attention that they deserve, 1 would just
. VBE briefly direct your attention, if I may, to two specific issues:
"First, in its desire to guarantee basic grants to all students with
family incomes up to $25,000, the administration proposal, as I under-
stand it, would distribute the same minimum award of $250 across a
indicated this morning. o . ,
preserve the important-principle that aid is based on relative
- finanaal ci ces, I hope 'that the subcommittes will consider
alternative ifications in the family contribution schedule.
I know there are-a great variety of ways in which one might
alter the shape of that curve, and I would th.m§ that that is & matter
that deserves.further study. - o '

“'The second idsue which & wouild like to bring to your attention, if
" I may, Mr. Chairman, is to convince many of you that it is vital to -

increase grant aid through the sapplemental educational opportunity
pn’)ﬁrnm as well as through bésic grants. o 3
e SEOG is‘:‘tpﬁgﬁentia_] supplement to BEOG’s, particularly for
students attending fmore costly institutions that are both public and
private o - : .
And {hen I go on, Mr. Chairman, in my statement to explain the
. importance of the SEOG.program as a comglement to the BEQG

ing flexible assistance,
especially to students from lower- and middle-income families who,

From the standpoint of national policy, the student ajd. alternative

,fnrlz.wxde income range from $17,000 to $25,000 as the Secretary’s
To

may qualify for a basic grant that is siall in relation to the cost they

have to bear, or students who may fail to qualify for even the minimal
basic grant. C . . S
Much of the understandable pressurs for fax credits comes from
families in precisely these circumstances, and I think the student aid
program, as a whole, will address these concerns more effectively if it
includes a significant increase in the SEOG funds. o 7
An increase in the SEOG appropriation is needed to assure more

lower- and midd]e-income students of a realistic 0ption of nttnn’dinq |

more costly institutions. This should be seen as an iniportant nationa
objective, I would argue, not just because we want each individual stu-

dent to have a real opportunity to develop his or her talents to the $gll- .

_ et in the institution that seems right for him or her, but also because

the learning environment of all of our institutions is going to be much - .

better if it is possible for individuals from different économic back-
grounds to lea#n together. “ : .

A truly democratic society cannot afford to have institutions of
higher education stratifie] by economic circumstances. Nor can ‘we
afford, as a society, to lose the pluralism and diversity represented by
s system of higher education that includes public and private institu-
tions of many kinds. ’

I 2
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1 was very pleased this morning to hear Congressman Brademas -
- spuktothgnmep'oim. ' . . N
' Ithngooninngmtement—l won't repeat it here—to describe the
- current level of S OGf\mding,lnndtonrgathesuboommltteetoﬁni
' i to increase the funding of SEOG by at Jeast $100
- million for fiscal year 1979. d

~ We would_sirge consideration of this change i the composition of
the ph ‘even if it were to require, as I presume it would, other
tions 80 as to stay within the whole budgetary commitment.
1 wag very pleased to learn last evening that the bill which was intro-
duited by you, Mr. Chairman, would mandate an inerease of $450 mil-
lion for SEOQ in fiscal' year 1980. This provision has my enthasiastic .

. Y would also suptr.ort strongly the provisipns of the bill as introduced
which would mandate an increase for eollege work study to $600'mil- *
" lion in fiscal year 1980. T L, o
- - I'hope that Congress will'act promptly on this legislation. It is very ‘
} rtant legislation. =~ T N
B wﬂesn Council on Education would like'to offer the’subcom- | - .-
." mjttes our’ fullest cooperation in providing further information and - -
- analysis. I, y, would be very glad to help you and your com-
_mittee members in any wag that:I can. : : o
“- . Finally, I would only add ¢'word of comméndation for your taking
such an important step, and I_Llocs'k forwardito working with you to.
" achieve a ﬁjor breakthsggh fot the goal of educational opportu-
nities for all citizens. Y e T
- I think with that summary, Mr. Chairman, I will stop. Iwould be
‘glad to respond to any questions that you might like to put to me,} .
* either questions which were raised this morning that the Sécretary 7
. kindly and generously referred to the college and university presi- -
* -dents, or any questions that are important to you. - -
. Mr. Foro. Thank you very much. Before.I ask any questions, I
~.would like t6 convey a message from my colleague, Frank Thompson,
who is very dissppointed at not being able to participate this morning.
- You should khow that he has been involved every step of the way in
- the negotiations that have led up to the events of yesterday and togay,
~and hias-used his considerable and-well-dese®ved prestige in this body
in getting people to pay attention and at least listen to the pleas. He
* 'wants me especially to-thank you fgr your copperation in responding
-~ on such short notice fo come and support this legislation. "~ -~
You_mentioned; something about which we have not tilked very .
much. You mentioned here the problem of the student who goes to the -
out of State school. We have our attention drawn to that with regard
" to public schools very frequently and the question of nonresident, fees.
- .1 suspect it is true, without having very much knowledge upon which
_ to base that hunch, that most of the student assistance is portable in
the sense that the student’s aid can be used by him as part of the pack-
age to select hisinstitution,in any State.” , - S
I wonder if we couldn’t well consider in this legislation the question”
of whether it would be wise public policy to encourage States to follow
+ the pattern of the Federal freedom of choice, and perhaps provide ah
~incentive for doing that: Your organization could help us with some

e -
t
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iﬂnggesti_ons about how this legislation might be helpful in reaching
atend. ' R - .
"It is my suspicion, based on the experience we have had in the past,
-~ that, if we are successfill with<4his initiative on reaching middle class
. students with the existing Federal education programs, those States
. who have not yet addressed themselves.to this group of people will.
. very soon be doing so. f’?ﬁhaps we can encourage those who do come .
- in,s0it becomes a part of the total package. - - -

" That was considered by my own State legislature very recently. -
They adopted a very generous program for students, specifically and
exclusjyely-for students not attendinyg. public institutions in our State.

I don’t ihow whether we can touch on that or not, Bill; but I-would ™
like to soficit-your assistance in ¢onsidering that as part of the dynam- -
ics of the totality of providing access to education for the small-
income student group thgt we have been describing without being too
s}[:eciﬁc, and not let this opportunity pass without at least gonsiderin‘g‘;

I might also observe that, the members of this committee wha par-
ticipated in trying to negotiate the package felt very strongly that

«.- the supplemental educational opportunity grants were an igpmmt L
. part of the total package, that it had to be improved to give credibility .
“to our efforts. o w oo v
. I think that you quite accurately pinpointed our -problem, that.we
are 1t dealing with a philosophical block in the administration jt this
“moment on 1979. We are dealing with dbllar figures and co Fute'l; _
runs. If we can; find 2 way to-deal with those problems and still stay - -

i within the limitations that we face, we have to recogriize that—I would
allmit this here and forever more in this important position=the -*-,
administration hias come a long way from the starting point on dol- -
lars and the, dmpact on this administration’s budget. .. - .
“$yam syre that the President will be thanked for this kind of initia-.. -
tive solely on the dollar volume involved because that is very popular.
" We had some e\jdence this morning that he has already started hear-

- ing Con . ' o
‘mi Et observe that.the very first phoné call that my office Teceived
- after this went out yesterday was from a longtime friend who is a .
professional man ‘who called and told my office very angrily that that'
18 ‘more like a Communist block of the hard-werking people of this
 counkfy”, . TR
+ M Béwen. Mr. Chairman, may I interject that you are not thépf
one who received such telegrams. . . T
Mr. Forp. I am stire that there will:be reactions with which we will
have to_deal in that regard. But even though we contemplate moving
_ to the increase in the supplemental grants next year, and if we enih B
up with legislation that is not #ffective in this year’s level of fundingy: "
the President has asked for full funding at least of last year’s exp’eng- _
itureg> which i5 in force for some time, biit no increase in the 1979
fiscal year, the increase contemplated by the Senate. Even if we have
fo defer the supplemental opportunity grant increases to 1980, the
- next fiscal year, Xo you believe that the package, as it was presented
by the administration, is prefersble to the expenditure of a similar’
amount of mohey thrpugh the tax credit plan thatthds been advanced ¢
L . . 3 123 ’ ) C e
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Mr. Bowmx, I'am trying to keép track of my questions, Mr. Chair-

L byl Yot e v miln B Y3y
+.. SDSWeEr 1o that question 18-that I w ieve that th y 88
» mﬁ, is.preferable- to.the ' ve that the program, as |
m’vi'ew"r" ion'the-basis of the tax-credit mechanism. That would be my

diture of the sathp amount of

n

.+ M. Fomo, Whi is the average tuition st your instifution

L

»

b

K

b;
A

' Mr. Bowex. The average tuition for all of our instituti uld . ¢
bevery difficult for me to estimate. . - - . 1.. ons we

. -Mr.Fomn. At your own institution. -~ =~

MI‘BOWBN gext Year, roughly, $5,000, which is a very substantiai-
Fomn: The

such. as yours would be most likely to want s tax credit and:some .

pegela-looke'dat.i L oo . . N
© suggest that no, the institutions that are not funded girectly
State governments and local governments are, in fact, cem'eg
that tht is not the best approach for them. # : v

- Mi. Bowrw. Could Irespondtothat! =

_» ; Mf. Bowsx. I believe very St'rox'x'gly,t.:hat .eq.u;al' opportunity in the e

~ context of American higher education has to mean that not onlythe - -

» » qualified individuals can io to a particular institution, but that the
ha

qualified individuals will

ve some choice, and will have some real

- opportunities to attend whatever ‘ipstitution will serve their neéds. *

best and, therefore, the preblem of the middle-income’family need is-
- & yery acute one for institutions that are more costly, e
)”?nd.we may have -a student, from a family, {et’s say, that earns -
'$15,000, and that would receive a very modest basic opportunity grant’ -
' which would'not go very far toward meeting the cost of education. .. -
- And one of the great advantages of the SEOG approach'is that

it has enabled us-to help children from those families using SEOG ~ | .
. money .43 basically matching” money from funds that we commit _ ‘\.

through our own institutions through other funds to makeup the gap

~ between the total charges and what these basie grants can provide. -

P

e

."." of the institutions within the A

. It is flexibility, and the opportunity to construct financial aid pack- -
ages that make equal opportunity a reality: That means. that-those -
campus based programs, SEOG, and work study, are
as fart of the total package. 4 N O -
- T have tried to answer your question, thatpart of ity but let me -
quickly'say that I am'here,todag'é)rimarily to speak forithe totality . -
$

or two of the other questions that you raised. v . co
*.'On_the question of State boundaties limiting Stay.{ ‘programs, I
‘would be reluctant to try to speak for the ACE on that matter. I would .

say only two things... =~ : . | L
{?'irst, that speaking now as an individual I am in full|agreement

with what you have said. I think it is very important that access to -
_higher education in this couiitry not be limited by State boundaries
“just as it not be limited by economits, and ‘I pgrsonally would favor
efforts that your conimittee might make to ease restrictions on-the -
portability of funds. - : L , .
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UM Fo 6 very first assumption that was inade on the floor
when the proposal first entered the movement was that institutions -

so.important’ - S

if T could go on and address one . -
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"), Thesecond thing I would say és that an importhnt advantage of the . _
C ? SEOG and work study prqgrgnn%éami , of course, precisely thatfhey
v - -&re not limited, by State boundawies so e-li‘édgral?prdgfamS _dre-vef%;;_. kK
« .+ Important to u§ in providing assistance#o students with deimonstrated °
s - need from all phits of the country. That is true of private instititions ;. '
, and 1tis true of publicinstitutions.;, - - Lt L T L
" Finally, in" response, Mr. 'Cha‘fnnan,‘-to«\qur- ‘commlents ‘on-the
. SEOG's, I'am véry pleasedte’ be réminded-again of your steady § Hi '
gﬁ for i:hat;'qlemen 'of the overall program. I would hope €hatt 1t 'w.
. be.possible, as I have sald, fo make provision for some: inerenient in." "
that piokram within current budgetary constraints: PR
-~ Mr.Forp. Mr. Buchanan. = ~ " . ey R
.~ Mir, Bucranan. Thank you, Mr: Chairm: A T
- .1, too, wish.to apologize to you and the Chair, Dr. Bowen. Tjust .«
“ had ssome constituent and voting problems that delayed my arrival
here, but T know you have made a guggestion about which I, at an -
: earlier ..hea,m'x’g, expressed ‘some qonc';-n. That is, are we at.this poiiit = -
-+ increasing sfipplementaleducational opportunities glroim_m aid aswell -
* a8 basic gfant program aid? Would you comment, furthert . @~ " . =
_-¥ Mr. Bowen..I think; Mr. €ong , that:1t is very important "
_ that the'balance between these ‘proéims be preserved.and that their -
. complementarities be emphasized. Just M‘\ngasic opport pro:. -

v

 .gram serves a very important purpose as a Ypundation-of aid across:
» the board; so the SEOG program 1% critically important in institu: .
. = " tions of all kinds all over the country. . : B
7 In the altogether commendable effort which I applaud to address -
.- - thé problems of middle-income families as well as other families:
.. through existing student .programs, weé hope very much that the
. --.prineiple will be preserved thit neéd depends ep.both family cirenm-
. gthnces and the o li%ratiohs the family undertakes in sending a person -
E to;ipa‘rt_icular'schop.. el T o o
... Mr. BucaaNaN, Po you have ary comment on SSIG¢

. . Mr. Bowen. Yes; that also seems to us to bé an important program. -
.. I believe there are other people who are going to be testifying from . .
among the ranks of the college and university presidents who can " .
8peak in more detail to that particular program. But that, tog,. we
. think well of.-We include SSI]()}’ when we say that the overall balance
- . of the program is‘im ortant. s oL L e~
-~ Mr. BucHaNaN? Thank you, Mr. Chairman, * " - .
- "Mr. Foro. Thank you. .. .~ . - = = .. 0
. " _Suppose that, just.to set up a hypothetical question g0 we can gauge -
- the priorities-that you-are describing to us, we consider- taking $50 -
" million away from theywork-study program and putting it into SEOﬂ.. .
- .. Would that kind of shift of money have any.significant.impact and
- would &t be a desirable thingdp dof- . . . - o
" MY, Bowen. We have discussed thip within the ACE. I believe itis -
the consensus within the ACE.that’ that kind of a shift would be
: desirable. Obviously work-study is important, teo, and we are much -
in favor of work-sfudy programs. But to achieve the kind of balahce -
‘ that I gve been trying to describe, some additional funding of

- SEOG#*would, T think, have an"even higher priority ahd it is a mat-
o tergf priority. . -t : o
B T
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" . May I siy, havipg heard the testimony this morning, I happen to.

. ‘be a'stuglent’who-,workéd-h,is own w:{ t{;ronﬁh oof and hl;.spell)leen

; very proud to have done that, and I always thought it was berfeficial i

--educationally as well as financially. But there is a Itmit as to how much - "
- burden can be ]i)ut.on the work aspect of student.aid for students from™ . .
" modest family backgrounds if they'are to be given a real opportunity — -
- 1o .compete. effectively and to do well and take advantdge of the . .-
. edtslwonﬂ opportunities that the institutions offer. ~ * oo
" SO would not want to see the campus-based part of the student . -
.aid appropriation be weighted too heavily toward work-study as con- .~ .
" trasted With the SEOG grant program. 1 would hope that-your com- . -
. mittee would consider ather kinds of reallocations within the totsl :
bu%‘ﬁt‘ constraints that you have to face. T
., There are obviousl ’“Oomplicated'czﬁestions, of formulde and all the ..
" .rest in terms of the BEOG part’of the program ag/well as the work-
. study part. T.would hope some cdnsideration"wotld be given to that . -
baldnce at the S - e T

/ . L . [

- - Mr. Foro. Th: very much. ' o .
L MnComall. o o e
M ComThank{ou,Mr.,Chaiman. P B
.- I have no questions! I am sorry I am-late—T just came to hear one

" of the college administrators advise Congress tifat we should exercise
some. ﬁs'c'al{résponsibili? and oppose the: President’s additional $1.2 - .

. billiqq,‘for‘th_i's&l;rpc‘)sé.'_ will waittohear, .- - .. -7 T s e o
" . Mr. BoweN. May I respond to that invitationt— = TR
T Mr. Fonn,l).id-%ousayyo'u wereopposingit? , . - - .. %

" Mr.,Con~eLr, No; T said I am waiting to hear someone say they = =.
: "opﬁ;seit.-vgi_th the $80-somé billion deficit. I O
.- Mr. Forp. You misgéd this morning’s hearing. One of our colleagues = ° -
." on the committee did an effective job of opposing it primarily on " -

. the-basig of the'concern je has for the deficit. He did not address the - ™ .

' -relative merits of this dpprogch necessarily, but, the basic question *'

of whether we could afford ity - - . . - -

. Mr., CorNELL. A &arentlyﬂge.adminiétmﬁ(m did not-view the rel-
ative merits when they suggested an increaseof $200-some- million.
" Now, another $1.2 billion, maybe it is inspiration from on high, but - . ~

X will wait gnd hear what the administration hagfosay.. . R

" . Mr. Bowen. Could I ag a sometime economist—which is the. dis-
¢iplj#6 which I wasjtrained in—offer this observation on the question,
being posed.' Yes, inflation hds been a problem for institutions of .-~
higher‘education, but I do not think it is right to say that the deficits - -
that have been incurred by the Federal Government have been the ‘-

: inly orthe principal cause of that inflation problem. . S -

. T would identify myself now as 4 professional economist véry .j . .-

" strongly with what Secretary Califano said on that subject this
- 'morning. I would go on to say; in my judgment, this recommendation

© by the administration and the legislation that you are,supporting
*-i8 very responsible in that it meets what is a major need of the society,
& need that is really an-investment need. That is the way this pro- -
' possl should be seen. It meets an investment need in'gfcost effective

oway. s 7 . . . -
L ﬁ_r.'Fdnp’; I want to ask one final question, but I want to first.share
. with youmy philosophy of Federal aid to education. T

- FX. L.
RO - R
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"2+ Y This my view—and it has becomestronger in the years I have sdrvéd. -
2" on this committee—that, the basic ratjonale for the use of taxpayets’ = -
7. - tunds at the highef-education level is quite different than the pressure

*.. .. for'support of the élementary and secondary system toward which we
.7 have's E&erﬁnt ‘policy, and that we as a Nation have an investment in

", the resource of educated peopls in our society, educated to do the thing.
.+, that have to be done in a complicated sociéty and to cope with it. But -~ .
+:.  our basic objective with Federal fun £n sypporting student assist- . -
e e in higher education should be to pfovide access to edueation with .

© complete om of choice for people who.otherwise would not have .
.-, sootes at all or at least would not have access to the institution of their -,
~choice or perhaps would not have access in' the sense of the ability .
to. complete an education -after considerable investment has been .
made and their own funds, by reason of family tragedy or whatever,
_ " Now, I see you nodding. Do you subscribe o that as a grinciple? S
..~ Mr, Bowex. I think that states the principle I would esgouse very .
-, well. I subscribe to-it completely.” =~ - N S
~* Mr. Forp. How does your organization view the alternatives of any
“of the mentjoped tax credit proposals versus student grantg and loans=-—
. " .in terms of providing access to students who otherwise would not go* - -
~ toschool or finish school? .., ° - R S :
““Mr. Bowzn. I think the-position of the American Council'on‘Edu- - - .
“cation has been and is that we are not opposed to tax credits. We un- - |
. g derstand the objectives they are intended to serve and we appreciate -
A .the efforts that their sponsors havé made to direct attentionof allofus
to a very real set of concerns. - -, .- S
. Having said that, I would'reiterate our clear preference for diréct
 assistance programs, student assistance programs, as-a-general ap-
- proach. That, in our view, is more likely to advance the: philosophy -
" . you have articulated per dollar spent. That would be, I believe, a con-
- ‘sensus, View&f) the' many, many institutions of all kinds, public and-
~ Private, that come together within the American Council on EHucation. _
_That is & view held and expressed in the telegram read into our reeord -
- today. It is the, view of not all—we are not unanimous—if we were'
' unanimous about anything I would worry—not all, but the sebstantial -
., .majbrity of members of the American ( il on - Education.. , :
.- Mr. Forp. In short, while the two appfoaches might be based:on - .
~-contrary hypotheses, they are not necessaril contradictory. What you - .
- are saylng is on balance'the approach of grants and loans in the cam- -
o pus-base«f’ programs is a. more efficient way to achieve the stated goal
- of both approached. . - = . . - 5 - e
.-, . Mr. Bowen, I tried to answer lonestly a question posed-to me asa -
. " question of choice. My honest gnswer is that, the student assistance pro- -
" .grams, the direct fmnts prog s, would Rave a higher priority and
would be préferred asa matter of choice. .~ h R
.- Mr. Fogp. Thank you very much. ’ . , =
" " Mr. CornELL. Mr. Chairman, the chairman is getting at the point,
of gourse, that I sufpf)ort, the tax credit. I believe the administration is-.”
using this piece o i

s pi egislation to head off the strong possibility that -
- such legislation would be reported out by, the Ways and Means Com->
, mittee. But, aside from that, what dp you con_sidejn general should. -

v . o1y .

~ -0 .
A 0




- 'be the yole of the Federal Governmeént in regard to education ¥ Just in @
',».-!MQE'lﬂwa};: Y e :
.= Mr. Bowsn. If.g.mk the role of the Federal Government with regard
~to'education should be to promote access, as the chairman of this sub-

- committee has said, on the part of ‘individuals to a great variety of
. ‘edueational opportunities across the country. That should be done not
*.only becanse as a people we have. an interest in ‘each individual dével-
¢ oping ihdividual talentgithé fullest, but also because we have ap

. '-interest-as & society in h $mEY un edicational system that encompasses

people from all kinds. of backgrounds, hopeful always that they will
* Jearn from'eschother, . . . o L
- 'So I.would see the Federal Government as hdving an impoitant
. responsibility to promote access. I would also see the Federal Govern-
' ment a8 having a very important responsibility for basic research and
.~ for the advancement of knowledge,‘.‘regponslbllity that is reflected in
:*_ part in the activities of the National Science Foundation and in the -
. ~NIH,in many other areas. LR C :
. Lwould see the Federal Government as having major responsibility
. for the major research,libraries. I would see the Federal Government : .
" - a8 having nsibility for various kinds.of graduhte education -
.. encours evelopment of. talent that is going to over the long term
. benefit thid country: Those would.be the areas thyt would come tomy . .- .
~ . mind- st once as areas of particular Federal responsibility #s far as”
.- ‘higher'education, the advancement of learning is concerned. .- - - .-
- My, CorNELL. Would you,agree with the general statement that. the -
* .. Federal Government should provide the opportunities so that no mat-.. "
. ter.where an individual lives, in what part of the country or for that - - -
- -matter what part of the State thit he has equal opportunity- for .
" education? . - S ST Lo
- Mr. BoweN. Yes. Those can be hard words to define as T am sureyou ;-
- knowverywell. . - - . e e
o Mr:ConNm:;gf we take a State that has a low per capita income, ;-
for example, an6ther. State has a very high one, I think it is unfair that
8 person becayse of accidents of birth happens to be born in one State . * -
“or onefifiims the State should have less opportunity for education = -
- than ‘anofher. It seems to me that is where the Federal Goverpm g ‘

should come in to equalize that oppgrtunity. - - IR
. Mr. Bowex. I would put my stress much more on’individuals/in - "
- trying through the mechanism of the Federal Govergunent to enable - -
' zl;;iividugls to attend institutions not just in their own States—I dont -
. .kee the problem so much in just State tprms. I see the problem as the .
. chairman of the subcommitee sees it and therefore—. - . - S
_ Mr. CorneLL. I am not talking just about higher education. T.am 3
* talking education in gemeral, that there be equal opportunity for.edu-
- éation no matter where a person happened to live. - L
- Mr. Bowen. There you take us into an enérmous terrain and I think-
" that I push my limits when I seek'to represent the’American Cauncil -
" on_Education within the area of higher education. I know I ‘would: .y,
©* exceed those limits if T tried to speak to you eithex philosophically or.*
- economically about the whole of elementary ;and secondary educa-
tiop. I would not pretend to do that. Within higher educ'atio@;{xgnll%

" strong inclination would bé to put the emphasis.on access for individ= - ..

o . . . - . &
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ak you, Mr. Chairman.

. extra time that we e
" ward to working with you:in the future on the legislation.

I ho ou . will ?'ve us some additional ‘material for the recbrd o
su,

 along the lines that

-, Mr. Bowex, We will certainly do that. Let me say again how much

: I,a\[:greclate this opportiinity and how much I appreciate your inter-

: o8t d,g‘f there are other ways we can help, please let yg know.

_[-T-he Naterial referred to above follows:rf)l o S

: | . Memormawm1 - .o

A . AMERIOAN CouNom ON-EIDUGATION, E

_ w0 WaoshMngton, D.0., Februgry 16, 1978.

-.To: Hon, Wiliam Ford, Chairman, Sq’bcomvmitfee on Postsecondary Education

- U.S. House of Representatives, o - ’
From : Charles B, Saunders, Jr., Directon of Governmental Relations.* .
Subject : State Studept Incentive Grants.. ‘ BN ) :

" . -~ During the February 9 hearingsof the Subcommittee on Postsecondaiy Bduca. . -

tion, you asked Pyesident Willlam G. Bowen of Princeton. University, :&g_g:ymg .

. on'behalf of the. American Council on Education, to providé further. inf, tion

~ on the desifability of making State Student Incontive Grants portable from state -

tastate, . . S : . ) o
" ., - AOE strongly supports the principle of. portability for the SSIG ;program. In,
“'our recommendations for changes in Title IV of the Higher Bducation Act which

. e submitted to'the Subcommittee in September, 1975, we made the foll{)wing

- 'specificsuggestions: . o R S
' “Since the State Student Ingentive Grant program was established in the 1972
‘.. Amendments, the states have made Impressive progress in developing thelr own
" student aid programs ... We feel that this trend should be. encouraged, and that

:stdtes should assume a growing share of responsibility for assuring student cholee. ',
*. «of postsecondary education. Therefore; we recommend e gradual expansion of -
88I1Gs from an annual authorization of $150 million in FY 1977 to $850 million ~ "

981, e

" for both new and continuing grants by

“Enlargeiment of this program as an instrument of national -i)bucy necessarily '

carrles the obligatisn to assure comparable national standards of eligibility for .

_ state grants. S8I@s. should e available to students attending both publie ‘and
private institutions, but not 4l states now permoit this. Students attending institu.

- ﬁnlswl}mh ig"v'#here T Al‘)elie_v‘_eAwe have put lt and where' T bé'l:i.ev.ewg '

.. Mr. Forp, Thank'®Pu very much, President BOv;’ein'. I want especlal-
.+ 1y to-thank you for mjssing your transportation back and taking the
. mqm.recg by reason of our-thanges. I look for- -

gested with respect to State cooperation. , )

‘tions outside their. home states, and those attending on less than tull-time basis,” -

* . are excluded from many programs, :

. “We recommend, therefore, that by PY 1979, portability of awards and eligibil. .
~ Ity of students at both- public and private institutions be made (:Ond_gtlons for .

state participation in the program.” - :

The education amendments of 1976 (PL 94-862) .6nly partidlly adopted these - . -

- recommendations, Eligiblity for SSIGs was extended to students at both public

and private.institutions, as a conditio te participation, but no action was. -

taken on:the issue of.portability. Nelther'y ction taken on owr‘recommenda.

tions toIncready. the aythorization cellings for BSIG and to eliminate the sepa. -

rate antlforizations for initial and continning grants, °
. 'Wé wonld be glad to provide any furtherinformation. -

*" Mr. Foro, Thank you verygouch., . - Co e
Now we will call a panel consisthe of Frank Matsler, éxecutive di-

‘..
B

rector, Board of Regents of State Colleges ahd Universities of Illinois: -

. Paul E. Bragdon, president;- Reed College, Portland, Oreg.; Harold -
McAninch, president, Joliet Illinois Community College, Joliet, IlL.; ...

i

~_ 7Andrew Billingsley, president; Morgan State University, Baltimore,

2

. . A
. ) . . - . -
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" Md.; and Father Timothy Healy, president, Georget$wn University,

i Washington, D.C. =~ Y F ' e o > '
~ Would you gentlemen ‘come foyward and proceed in thé order I7 .
~called your pame 9 o~ S s

'We will withhold questions until all of you have had an opportunity
to make your presentation and at this point—I hear no-objection—the
prepared sthtements that you have presented to the committee will be -

~ rnserted in ffull in the record at the beginning of each of your testi-
monies, beginning with Mr. Matsler. .~ - ‘ ,

[The summary testimony of Franklin Matsler felJows ]

" ‘SUMMARY '.l‘ésmoux or Dn. mnxmw G.-mum\nwmw DIRECTOR, Bom '
. oF REGENTS, STATE oF ILLINQIS, AMERICAN AB8BOCIATION OF .Sm'm‘Cpl}.m
AND UnIversrries (AASCU) -~ . . L S :

. FAASCU belleves that President Carter, Representative Willlam Ford, Bepre-
entatfves Carl Perkins, Frank Thompgon, ‘John Brademas, Paul Simon, Michael .
Blouin, and others who are supporting/the Middle Income Student Assistance Act, )

. .shoul congratulited for their strong support of important new legislation . 7
to provide additional assistance to middle-indome as- well as lower-income -s@- ot
dents, to help them meet the rising costs of colldge. - e o ’

‘Speaking for myself,.I am particularly
_Simon from our state was one of the first
The 825.colleges and universitieg which ar A
- large numbers of students from miiddle and lower jncomeilevel familles who -
desperately need additional student.aidl to att d dollege. . T .
- .. Because extenslve analyses have already been| made by Representative Ford
and his staff, déaling both with the proposed legislation and with its assistance
. to students at different income levels, I will.ndt elaborate further, except to
' say that our association ‘will be happy. to work wittl you for passage of this - -

»

-

‘leglslation. " - : o L :
'PANEL PRESENTATION: FRANK MATSLER, EXECUTIVE DIRECTOR, o
- BOARD OF REGENTS OF STATE COLLEGES AND UNIVERSITIES,
* ILLINOIS; PAUL E. BRAGDON, PRESIDENT, REED COLLEGE, PORT-
~  LAND, OREG.; HAROLD McANINCH, PRESIDENT, JOLIET ILLI.
* , 'NOIS COMMURITY COLLEGE, JOLIET, ILL; ANDREW BILLINGS-
. LEY, PRESIDENT, MORGAN STATE UNIVERSITY, BALTIMORE,
" MD,; ARD FATJER TIMOTHY HEALY, PRESIDENT, GEORGETOWN  ~
. UNIVERSITY, WASHINGTON, D.C. - e
STATEMENT OF FRANK MATSLER, EXECUTIVE DIRECTOR, BOARHW,
- OF REGENTS OF STATE COLLEGES AND UNIVERSITIES, ILLIROIS

.. Mr.Matsier. Thank you, Mr. Chairman. . ° - - RS '
‘ - T represent the American Asgociation of State Colleges & Uni-
" yersities. Our association believes that President Carter; Representa-
 tive William Ford ;. Representatives Carl Perkins, Frank Thompson,
John Bradems®, Paul Simon; Michael Blouin, and others who are
- sypporting the Middle Income Student Assistance Act, shofild be con- :
» gratulated for their strong support of important new legislation to . ¢
_provide additional assistance to middle-income as well as lower-in-
come students, to help them meet the risin% costs of college. :
v S?eaking for myself, I am particularly pleased that Representative
%’au Sirhon from our State was one of th@first sponsors of this legis-
ation. -
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- =" The.325 colleges and univérsitig which are members of AASCU" -
. .*% enroll very large numbers of sthdgnts from middle and lower income "
o _lq‘i'fl families who desperately nqed additional student sid to attend
. w e@."'. o - : B . " » - . .
I am very aware, Mn Chai

] n, that more and more, com Igints'
dre from those families-in thg mirginal salary ranke, say, of $16,000 .
to $18,000, where littls or no fAnds are available|-and I understand. -
you have made some statemen 'algn%that link, ?o.‘ TR
-, Because extensive analyses {ave already beefi made-by Representa- - -
* tive Ford and- his staff, dealig both Wwith the proposed legislation
and with its assistance to'st@dents at different incomelevels, I will |
not elaborate further except to say that cur association will be happy -

to‘work with you for passage:of this legislation. ’ :

,  The board of directors for the American Association of State Gol- |
" leges and Universities last night incidentally>did make'a statement -
. that they would approve of this type of legislation ovet: the tax credit

. . legislation. Thank you. -

* Mr. Forn. Thank you veryriuch. Mr.-Brt;gdgn_‘..» »I T
t.. STATEMENT OF PAUL E. BRAGDON, PRESIDENT, BEED COLLEGE,

PORTLAND, OREG. .

- ,'.'_‘@Mi‘.. BriepoN. Mr. Chairman, I would be remiss if-T did not-at this ~ -
~ time—eyen though it repregents a repetitioryof what President Bowen
- " shid—I would be remiss in not expressing my appreciation for your
" . efforts and for thosé of other members of this committee, members of ..
o t:th  Senate, and the adrinistration in forwarding the proposals that -
- %ﬁ unveiled yesterday and which.I now understand-have been re-
: gu ed to a bill for under your sponsorship and with’ many other. .-
' thembers’of this committee and of the House signing.on the bill' . -.

.- Wedoappreciate it very much. - T

+-_"Secondly, I would like to underscore my support for theremarksthat . .

- President .Bowen made," particularly- with reference to. the SEOG’s
‘and the SSIG’s, and possibly underscore sone of the*things that you
.indicate by your questions are of concern to you and the other mem- o

- 'bffrs of the committee. . .

** ~.As you know, the National Association of Independent Colleges
and Universities met here in this city and- adjourned on Tuesday.
You were good enough to come and speak to that gloup. -~ . . -

T'would like to bring to your attention ard to the other members of. -
the committee that this association 6f some 800 colleges and univer- -
sities did express unanimously theirappreciation for the current efforts -

* by Members of Congress and the administration to address the needs
.of middle-income- families through present Federal student aid
‘programs. . R o
~ Also adopted unanimously by that organization representing over
800 of the. independent institutions in the country was this: specific- -

- resolution: ° o ‘ ' - -

Recognizing the exclusion of most' middle Income families from the benefits

. "of present Federal student ald programs, NATICU has:identified as a major pri--

ority, providing relfef to those families in meeting the increasing costs of higher

educatioli, and thérefore supports those forms of assistance that are basically
* equitable and that aré both tuition and need sensitive. .

.-Both of these resolutions were passed before the W}iitéHouse press
" conference yesterdz\y_'.\and before the introdiction of the bill in the .

.

. ‘\.:
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* - Flouse today. But I am sure that the resolutions would embrace with

enthusi jose efforts. I think I would ‘n&, however, that that em-

would be coupled with the hope that a specific

‘ prog::x of I <i>ed fnndiﬁg of b“k:-t gurnuil:tq

u oice as well as o?o .

urpiged to lqamrg;gm press aocounts that the bu{o

ente all across the income range from $17,000

uld be limited to a flat rate tf‘ $250 under the bill.-I was

" also surprised to learn that the only additional funds proposed to help

Coalk students would be in the form of additional work-stngx%joh L

- qr subsidited loans. While thert may be a rationals for thisap- -
g amh—cnd the overall effort to expand eli bilit&foi- basic

4 the $35,000 income range. is certainly to be en isiastioally sup-

it does seem to me that the subcommittee might want to con-

. notion of .m”m proportional to inooxim all t;‘lcmes the'inootxll;: '
- spectrum up to $25,000, roviding supplemental support in .
form of additional t fungn under tke SSIG and/or §EOOG pro-
grams instead of relying wholly on work:study and loans, :

Soms earlier questions spoke to the issue of the tuition tax credit
that is before the Senate and supported b{l many in this body. :
"I would like to bring to your attention the views of the membership
of the National Association of Independent Collegés and Universities....

The following resolution was adopted, I believe also unanimously

""" YWhereas the financial plight of middle-income families bas been dramatically -
focused by the growing interest in tuition tax credit proposals and’ wheress
. there are now serioua congressional and administrative initiatives for assistancy
to middle-income families which involve substantial expansion and refinement
. of existing ntwdené&lld programs, therefore be it resolved the National Association
_-of Independent eges and Universities assigns highest priority to the ex-
pansion apd refinement of ‘student assistance programs, and be it further re-
. molved that if tuition tax credit proposals are seen an the only feasible plan for
providing assistance to middle:income families, the assembly calls for & program
‘of tuition tax credits which reflects both the level of fanilly income and the cost. .
of higher education. . © . - : o . o
.. I'wouldadd,I personally favor the route of the mﬁnfqunt.and ex-
.- pansion of the existing Federal programs, and I wou d take excep-
tion to all of the tax credit proposals that T have seen thus far for
. ” their failure to be sensitive to family incomiéyqnd the costs of the
higher education involved. S e R
ank you very much, Mr. Chairman. g o .
[The complete written statement of Paul Bragdon follows:]

. BTATEMENT or PaurL B. Braepon, Paesment, Rrxp CoLizer, PORTLAND, Ol-.

* ':My namée is Paul Bragdon, and I am president of Reed College, 8.small in- .
ependent, nonsectarian. liberal arts college for men and women located tn -
o rtiand, Oreg. I also chair the Government Relations Advisory Council of the -
' National Association of Independent Colleges and Ualversities. I am pleased to
- be here to. talk:about a matter of common concern—preserving edncational opt -

" portomities and choices for young, men and women from middle ircome families.
- The educational enterprise Is a labor-intensive o&e%m is little L

B

~

' of increasing préductivity and lowering costs as Ui Industry bas | )
. the séeming magic of new technology. Our costs have, and continue to rise. .
‘ in these. infiationary tiwes. And with increased cos! Yo come increased tul-
© . tions. Al of us in higher education have been coho t rising tultions and
- their impaet on, our ‘students ‘and their. familles, Th -
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der both adjustments 6f the basic grants formula to maintain the -
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‘ yeam in Cougress. Regretfully. these programs, significant

they are, do not do all that cries out to be done. In n:‘mmucoru
to date have not been enough to meet identifiable ’c«l. particularly in reaching
middle income tamilien. i .

1 am very pleased, then, that the concesn foi the middle income family is as
great in the Congress and the Administration as It is on the campus. 1 am
impreswed that, In a time of scarce resourcen, competing worthy needs and an
appropriate concern for bringing the bhudget into balance over time, there s
a will and determination in the Congreas and by President Carter to make
significant new investments in our most significhnt resource, the young men and
womaen of our country, and to expand the net of eligibility to include more of the
middie lncome. group ¢ i .

1 can assure you that my views are commonly heid. The National Association

. of Indeprndent Oolieges and Universities, representing 800 independent Institu-
. tions across the country. concinded its annual meeting here on Tuesday. Just
about forty-eight hours ago the membership unanimously noted with apprecia-
jon the current efforts by members of Congrees and the Administration to
ress the needs of middle income famlilies through Federal student ald

following. resolution was aiso unanimoualy adopted : .

Recognizing the exclualon of moat middie Income familles from the benefits
of present Federal student ald programa. NAICU has ldentified as a major
priority, providing rellef to those famliles (h meeting the increasing costs of
higher efucation. and therefore supports those forms of assistance that are
basically equitable and that are both tuition and need sensitive * ¢ ©, .

The foregoing resolution is to he @nsidered In the context of an overall
policy statement. approved earlier at the rame meeting. which reads an follows:

The malin focun of attention for the 1978-70 legislative dellberations should
be on amendmenta to Title 1V of the Higher Education Act wijich will (a) con-

- solddate and Turther expand upon the galna previowmly registered in meeting
the needs of students from low-income families, (b) ezpand the scope of federal
student old programa to embdrace the cver-growing numbers of students from
middle income familiea wko arc finding it (ncreasingly dificult to. most the
espenses of Aigher education. and (c) refine the opeeutions of the federal
student ald programs more effectively to complement and reinforce the opera.
tiods of state student ald programa.™ (Itallc supplied.)

Both of the foregoing resolntions were adopted prior to the emergence of the
program announced at the White House yesterday. of course, but there can be no
doubt that the eommitment of mew funds to student ansistance and the expansion

_ of sligibility to taclude more students from m!ddle Income families would be em-
braced with enthusissm. I would hope. &8 would many of my colleagues, that the

23.
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su t from eve i to
SSIG program because it has an mﬂo
different points of view, not the least of whieh that
and has sucoessfully produced money. :

template & very substanti 1

ond year. We aie painfully corfscious of the budget restraints that we

) ing with in the firet year of this legislation. But would you con-

“ gider the shift within the constraints of the total figures now commit-
ted gé the administration for this year of money work study to
8 s ga being & wise shift of funds! Would it be more efficient—if
you wete going to move, say, $50 million, would the $50 million pro-
duos more in the SEOG program than it does in the work-study

| -
. m Baaaoox. Mr. Chairman, it would be purely.an expression of
rmml opinion, and not ope based on intensive study at that, but
inly think that this suggestion merits very serious congidera- -
tion by the committee and I personally would approve of such a'study.
. T am pairifully aware, facing budget problems as we do at colleges und
« universitige, of ‘the coustraints under which you are operating and
the need to watch the budgetary ceiling of the composite
T think that there is at least one other possibility which is probably
worthy of consideration. That would be to adjust the basic grents
!otnn{ﬁ to maintain the notion of awards being proportional to in-
. come all across the income spectrum up to $25,000 instead of leaving
it at the proposed: fiat $230 rate and then providing supplemental
support in the form of additional SEOG funds. I think that is an
alternative that is certainly worthy of examination.



lx Chaimigs; and members of the committes, T
tyxo appear before the committes.
sm"opyofmp utement,nolwon’treputit.
AR &mh, wever,
u thuhdrmen of the vernmental Affairs

American Association of (hmmumty end Junior Coll but

heve so rapidly, I can ve
dpu-n“s_h pe;ie resent t‘.hey ‘official poext.logi of
for, no time to eonnder and .
mhuv o s under dmcmon In fact, Mr. Chairman,

jlege to “revise and extend my remarks” after

" more ﬁme lor on. It appears to me, Mr. Chairman, that we

should & eudthemeumukenbyethwthreepaxﬁee.lnthe

- order of their public

Hm,\gj:hemr Pell in his plan announced last week in his home
State to a simple ch in the rate of the BEOG family con-
tribution achedule of parental discretionary income that would make
a total tﬁf 3.5 million students eligible for a “Pell Grant.” As I under-
e proposal, it would cost about $1.2 billion more per yea
Seoond, the Mnddle Income Student Association Act developed

nnder our leadership, Mr. Chairman, and with the other members of ,
‘th dmueeed

ucation and Tabor Committee—was, I understand,
mt.h members of our AACJC stafl and other major hxgher education
associations last week. I am told that this was a very fan and
compuhennve “package” that in total would be about $2 billion
more,
Third, yesterda g morning President Carter announced a $1.2 billion
increass in student aid that, as far a8 we can understand, incorporates

some of the concepts of yours.

Thereforo—even without knowmg the details of each—I feel con-
fident in expressing the appreciation of my colleagues in'the 1,000 2-

i';" institutions acroes the country, and the over.4 million stydents,

the obvious concern and action to attempt to direct $1.2 billion to

®© bxlhon more into Federad stufent aid programs.

I believe €here are at least six agreements by the chairman of the -
Senate Subcommittee on Education. the leadership of the House Edu-
iﬁim and Labor Committee, and t.he Presldent and key n.dvuen in

administration.
Wilist those for your consideration i in our etetement.
We would like to.indicate one major impression that we received
from the legislation that is being proposed: It appears that the Federal’

,pohcy is megng toward one grant prognm—BEOG one loen pro-

1

. ) P » .
; | o0
- - .
. "et . Co _"J .



wit.h fthe oollogo work study used to coved the “oracks”

summer work, and parental agsistance, For .-

- ths rOgrams, .
' mo,thuht l:mthohorimn, uv e 48 that might be dt the moment,

[“A j&" md The 3:11“ ot th is supphed yl t.htlel ded:_,c»,tlon,$ ch
i su ing e 0 s that at least
m 'be placed i 11{ student udp poea :

Wa do- have some of the same eoneerns t.hat Refglrleoentahvo
_j_ uchanan pointed out this mo ,-that is, there is no funding,
N and, if provatitn does take effect, that it not be at the ex of the |
R onie student. We'laud lmd port help for the mi dle-income

t is the uﬁ;se this slmon and-it is greatly needed.
he conatituent.s m my dlstnc%mgut it is just

' a8 impo ‘to’ oonhnue the program 3550 ty'for the low-
"' income students, We belisve a ronsxon sh be moluded to protect
* that Yow-income student' in t,he legislation. Of course,&t. the appro-
- priate time, the removgl of the h -cost limitation in BEOG is very
. important to the oommumty oollege systém. We strongly Believe, in :
‘our colleges, in this “I)o
We look forward to working with you in the House and the’ ad-
ministration perfecting the detalls of these proposals which lead to the p
~ socomplishment of our motto and comments in: oolleges A01'088 the Na:
’ tlon, ‘?toward universal opportunity.” .
Mr. Forn, Thank you very much. -
[The complete written statement of Harold McAmnch followa ]
. RY
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$ v »lr. a..u-. uu llnb-x of the Subco-htul N :
Fo ' . My nase & nmlw. Prestdent of Jolet (114no18): Cpmuntty .
c:u.... a8 G;-l of the Comsission on Governmental Affiirs . v
s of .the Comsunity end Junior Collagea, but simije . ;
kR A thu\mnuu have developed eo- rapidly, I can: y;u ny le o
. nu 1 do reprasait the officisl postti C. for, quite .
Yy tlun has: 0o tine to cmuu and cvuulp any of the proposals -

" _m discubhion, ;In fact, Mr. Chairmes, I would like tha privilege to
‘Pravise and-extend: my remarke” afta? yore time for reflaction. . It appesrs ™'
. to ms, Mr. Chairmn, that. we should phplaud the uithttm uhn by at lesst -
S+ ‘thres urt!.u. n thc ord-r of thefy pubuc notlc.x “

. = unc. by Sm:or uu u m- phn mmod Lust ‘vaek in his - LR
. S - howe atate to.nake & simpld chings in the rate cf tha KR0G family
. : 7 contribution & .eduls of parental discrationary. income that wolld
L . - wake 3 tatal of 3.3 million studpnts eligidle for-w '"Pall .Grant".
AN As 1 understapd the praposal, it would cost sbout 81.2 bnxm ;

- =ore per year ty ) e R g

}a, Income Bn_ldnnt Associstion Act (WTEREE.
or your leadership; Mr. Chairman, apd vith the . :
other mesbers of tha Educetion . Labor Committee — wap 1 . '
e undaratand discussad with membars of our AACIC staff and other.
'l ‘“ major higher educstion sseocistions lest'vesk., I am told thst
.. and comprehensive "pnchgi" that

L S oot tease in student eid tha:. as far as wa can uuhnnnd.
1nc/o/muen sone of th- conc-pn of tha other.’

’i

. ! "ﬁnnfon - -vcn without knowing th- dateils of cach - I faal conﬂ.dlnt .
o tu axpressing the nppnc(.uon of my collssgtes in the 1000 two-year insti-
. tytions ecroge tha country, and ths ovar 4,000,000 students, for tha
. - obvious. concern and action to attespt to dirsct $1.2 b umu to $2.0
’ buuou “mors into faderal student eid M.rm

1.believe théta erg at least aix qnmnn by the Chairman of the
Senats Subcowmittes on Educetion, the lasdarehip #f the Houss Education
and -Labor Cowmittes and th. Ph-idmt end key advisors 1a the Mlinhtu:iouxx- .
1 - Thars is a nssd hot now being mat that deserves immediate lcaou. o “@
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MO0 frogeen is nov the foundetion of fedaral etud ot
npuld t,o.m lh-uuvrqun-ngc, ’ .

or- \lm progr- ~ G8L ~ Mdc o be' upudod to ll c!
tMu vho have "cash flow* . problems vtth one or more “k o
- up c,o'uo.ooo. C P

y ' !or-uu !.n‘ lm'n too rutﬁet&n !ot lm: incomes
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$apendest ctudnt fa nét bdn; truhd ‘taiely in uoc. and
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' Inohdl..lhdduhto“‘ -onc_.,_‘ b4 . t
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. program ~ OfL with the Collage Work Study used to cover the eneb" bctvm ..
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7" Mr, ok, President Billingsley.

~ .

 'STATEMENT OF ANDREW BILLINGSLEY, PRESIDENT; MORGAN =

- v ¥

.. . . 'STATE UNIVERSITY, BALTIMORE, MD. =~ .,
o ll’r.,Bnhﬁdﬁr.;%Thank-yoti very much, Mr Chairman, and mem- '_

v. . bersof the subcommittee, s UL o
g ~_My name is Andrew Billingsley. I am president of Morgan State
+ University in Baltimore, but I appear today on behalf of the National
.- . Associagion for Ec al,OpﬁortumtyinHigherEducation. e
S J waht to th:m(}:J you, Mr. Chairman, for the leadership you have -
iven to this issue consistently and we also would like to applaud the
~ +President for the new initiatives on behalf of higher education. =~ .
¢ Qur association represents 105 historically black colleges; including
- public 2-year institutions, as well as graduate rofessional schools..
_ .. {Ourjnstitutions are located 'in 15 Southern and 4 Northern States
- and the District of Coluiitbia. They engﬂl over 220,000 students and

continue to account for about one-half 9f all black college graduates.
. We are proud that a large percentage of black professionals throngh-
~ out the United States are graduates of our colleges and universities.
We are pleased to express our support. for legislation which would
- provide forthe infusion of additional resources int¥ the basic educa- —
tional opportunity grant program and the expansion of that program -
‘ toinclucfe students g‘?nx:‘nﬁdd e-income families.. R
. For the most part, the students who attend our institutions are
» economically needy students, as;defined under existing financial aid.
guidelines. Nevertheless, thérevis a significant percentage-of black
students and white students attending our institutions from middle-
income families whose needs are not geing met by current programs.
We recently polled our membership and discovered that there is-
a strong sentiment among the presidents in our association to provide
relief to needy students from middle-income families. We, accordingly, -
endorse the basic philosophy and concept of extending nsztance to,

students of middle-income fargilies. o n
We further.endorse-the procedure—the extension o} the BEOG ‘ilro-
gram—as a practicable and economically feasible néans of extending
~thatassistance. . < . T 7T é .
. There are, howevet, three cautions: . o o
y " (1) _We ask that the assistance provided middle-income families
be additive, to be a true supplement to the existing financial assistance
. brograms forthe economically disadvantaged; - o
, ¢ . (2) Weaskalso that the extension of the BEOG program not diveyt .
_ efforts from the strengthening and enhancement of the existing BEOG
program in providing adequate assistance to the low-income needy.
- - (3) Finally, we ask that appropriate attention be given to additional
‘costs institutions must inevitably .incur as a result of expanding the
. BEOG g;ogram to'a lew clientele, even though the program is non-
campus based. - § O oy . .,'
* - Waestate our first cafition,that the Burrent BEOG program be truly
-supplefhented with additional resources to meet the needs of the addi-
- tional middle-income students to be served; because of our concern that -
- the truly remarkable progress made toward‘achieving increased access
. for those qualified for postsecondary edg‘cation.not be-reversed.
* . e & & . ot . :

“
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- t'me beeh within out-times that we have dramatized that economic

eprivation need.not'be an insurmountable barrier to access for the
neady:worthy to postsecondary education and, through postsecondary

o
Yiss been the primary mechanism by which progress tovgrd increased
Qﬁhﬂﬁ : p?éi\lzed. The BEQ& program has been & mainspring

i

%+ other-sogially desirable-

18\ cg ag serving middle-income stu

080 abthe cost of forgoing the gains achieved

- _al‘l:tq additional funde’are injected into-the BEOG program.to meet -

. - the additional demands of new middle-income clientele. C
" . ’We ghould gleo contigue t5 make, progress in strengthening and im-
... proving the ,exi‘s'ting'Ba)G program for the low-income students ¢ven
a8 we-expand th® program to include middlesincome students. The:
. position of the independent student must be clarified. '

- e
* -

iom, to the munw of society. Student financial assistance

Thispro thutWe expand® udent ﬁnancmlassmtm:ﬁe‘ﬁo accgmdplig '-
ent

* "in 'secess. We._can-avoid ‘retrogression and avoi "diveljting"'BEOG-"',
~ funds’intended-for-low-income needy students by assuring that ade-

< - - The.half-cost provision of the BEOG grants must bfmtudxed .
4 Fundmggl: current program up to its maximum authorized limits

- must be a _
- tem must prodeed concurrently with the expansion of the system.

mplished. In brief, progress in perfecting thg'existin'g}y'sf e

...t should not be overlooked that the BEOG program imposes & cost

. "to the postsecondary institutions even though it is a non-campus-based

program. As the program is expanded, institutions can expect to be:

deluged with inquiries from parents and students seeking assistance. -
Counselors, advisers; and financial consiltants must be available. The.

-expanded -program, accordingly, should- inclydé funds to offset the

- increased cost of postsecondary institutions. e

", . In summary; our association enthusiastically endorses.expanmoii',
o Of‘th% BEOG program and the other modifications incorporated into
- yourhbill. - : :

T W

. T ) . ot . L
e 'hlépe that expanding this program to additional students willnot

detract from the services available to existing students.

-~ Finally, we would like to urge that_the cost to these_i.nstitutio\ns”.of

- this expanded-}l')&o m nsidered in ybur legislation.
- " Than 4.y01;; T,
. - support-Hor this prggram.. o
_* Mr. Foro. Thagk you very much. ‘ o
- [The prepared statement of Andrew Billingsley follows:] - -

o
——

hairman, fer this pportunity of expressing our " .-
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e Ullhhrs'lty moalﬁmn. Maryland. 1 thenk you for this opportunﬁ;y to
appear before the i

i » SM'mum BY Anmw Bn.moem. Pmmmm, Mooom S-rua: Unwaasm,
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Hy name 1s Andrev Bﬂungslay 1 a Prasident of Horgan Stata

§ubcom1ttee on Post. Slcondary Educat1on undar the Sub- '
' Education and’ l.abor of the U, §. Houle of Repre’santat1ves.
m}mg of’ beha‘lf of. the Navlona'l Assocﬂtion “Yor Equa'l o
npportunity 1n H'lghor Educat1on. i .' L

our. Assoclation. o g represents 105 h1storjco11y

‘ black coHeges. 1nc1ud1ng publ(‘:’*‘vo-year institutions, as well as graduate

and.profess1ona1 schools. “Oar 1nst1tut1ons are 1ocatad 1n\15 Southern ‘
and_four Northern statas and the D1str1ct of Co]umbia Tho.y enr!'ﬁl over

200 000 students and continue to account for about one-half of all, Black
coHege graduates We are proud that a'large percentage of Black profess1ona1s

: throughout the Unted:States. are graduates of our coﬂege;/ind un1vers1t1es.

"We are pleased to_express -our support for 1eg1s1at1on wh1ch would provide
for ‘the infusion of add1t1ona1 resources {nto the Basic Educat1ona1 Opportu-
,nﬂg grant Program and’ the expans1on of that program to 1nc1ude students .
from middle fncone famittes. . . v

For the most part, tha students who attend our {nstitutions are
econonncaﬂy needy students. as def1ned under ex1st1ng financial a1d gu1do~

Hnesﬂ’.i Nevertheless, there is a s1gn1f1cant percentago of B‘lack students end, -

’ whlte’students attending oyr institutions from middie income -fam111e_s whose - o

needs are not beirdg pet by current programs. ) ]
We recently polled our membersh1p and d1scovared that there 1s 2 strong

' sent1lnent among the presidents tn our Assoc1at1on to prov1de re'Hef to needy
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‘ mmmn endcrse ‘the procedure- the extension of the BEOG Progren -
:“ pﬁeﬁahle m econuice\ly feesible ‘means’ of extending that

_ (l) We esk thet the usistence

! T.»..pmim niddle income fantlfes 'ba addigives to be a true supplement to

'the existing finencm ds%unce proqrhs for the econoaiceﬂy disadventege.‘ .

(z) We esk also that the’ extension of the. BEOG Progrem not divert efforts

'. .fm tbe strengthening end enhencnent of the ex1:t1ng BEOG, Progren 'ln providing

"\ adiqiate.assftince to the Tou-fncone feady. (3) Finally, e ask that
eppropr'lete ettention be given to. edditionel ccsts 1nst1tutions mqst 1nev1tably

' '1neur as A result of axplnding the BEOG Program. to a new cHente\e. even

-thouqh the progrll.is non-cnpus based.

_ Ne state our ﬂret ceution. that the current BEOG Progrem be tru\y )
‘prpimted with edditionxl resources to mt the needs of the additional *
'.-mddle 1ncone students to be sarvé beceuse ‘of our concern thet the tnny

'r.erlubIe progress made toward echieving 1n;:r)eesed eccess for those quaHfied
“'for post-secondery educat'lﬁ not ‘be reversed ‘ ’

- It has been uithin our timas that we ‘have dr tized. that economic de-

. privetion need not’ be an 1nsumunteb1e barrier to access for'- the‘ needy=-worthy: g

' to post-secondary educetion ahd, through post-seconde)'y educetion. to the
-1nstrnu of society Student financial assistance hes been. the : primery
-echenisl by which progress toward “increased adcess has been echieved The

. BEOG Program has been the minspring of thet nechenism ' ..

N R ) ) ' . ; ¢

1
h



o -

31

lt 1s proper ﬂlat we expand student f1nanc1a1 ass1stanFe to accomp11sh
other sociﬂly des1rah!e goals such as servmg m'lddle-'lncome students. -

) :Hovmer./we shou Ve not do 36 at the cost of foregoing the ga1ns ich'leved in

acceis. we cifa .

for loy-'lncoee needy students by’assur'lng that adequate add1t1ona1 funds are '

“avoid retrogress'lon and avo1d d1vert1ng BEOG funds {ntended

' 1nJected dnto’ tMs BEOG Progrea to neet the idditional demnds of new n1dd1e E .
) eHentele. ‘ N T R L et
Ne should also cont1nue to make progress in strengthen'lng and mproving

the ex'lst'l ng BEOG Progran for the low=1ncome students even 8s we, eipand the f

progren ;o 1nc1ude n1dd1e-1ncune students. The’ pos1t1on of. tthe fndependent
 student nust be claritied. _ L : -
) ., The hal;\ost prov1s1ou of the BEOG Grants must’ be restud1ed. Fund'lng ‘ ‘ ‘
v the current. program up to its’ nax1mn author'lzed 1imits myst be accomplished.

In br'lef. progress 1n perfecting the exist'lng system must proceed con-

-currently with the expans'lon of the systun.

It should not be overlooked that the BEOG Programdmposes a cost to the : E

post-secondary 1nst1tut1ons even though. 1t 1s a non-cempus based . program.

»

As the program is expanded 1nst1tut1ons can-‘expect’ to be deluged u'lth 1nqkres

“from parents and students seeking ass1stance Counselors, Adv1sors and
N ' F1nanc1a1 Consultants wst be avaﬂable. The expanded progruw. accord'lngly. ‘ »
" . .-should 1nc1ude funds. to offset the 1ncreased cost of post-secondary A\) e
' institutions., 7&&& @ . L :
. L smry. our Association enttusiast'lca'lly endorses the expans1on .
. "" _b . of the BEOG Progran to meet the needso;of students from m1dd1e 1noqpe fam'llies..

. Me should not, however. weaken the exut'lng BEOG uh'lch serves low-'lncolne needy

‘students.  Rather, we should prov‘ldgld&quate add’lt'lonal resources to serve

. the new cl'lentele.‘ We should cont1nue to 1mprove and perfect the ex1st1ng
program. F1na11y. the expanded progrm should take account of add1t1ona1

cost\ to the 1nst1tut1ons uho are eager to serve m'lddle-'lncome students through <

" the expapded BEOG Program. " - s P o ) S

I thank you- for prov1d1ng me 9\15 oDPOrtun'lty to prgsent “these views

.."(. R -on behalf of the Nat'lonal, Assoc‘lat?on for: EQual 0pportun1ty in Higher Educat1o
. R "
\ v gt

O
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* Mr. Foro. Father Timothy Hesly, president of Georgetown Uni-
. versity. ot v

‘We were hoping that John Brademas would feturn because he -
especially . wanted to have an opportunity to viit with you while -
" you weré before the committee. We have been interrugted by another .
. vote now, and perhaps if you could go ahead with your statement, :
we can come back amf have the questionfis of the whole panel after the [
vote. SR, ' AR
- STATEMERT OF FATHER TIMOTHY.HEALY, PRESIDENT, {

GEORGETOWN UNIVERSITY, WASHINGTON, D.C. -

Father Heary. Thank you, Mr. Chairman. R
. I'join-everybody in being glad to be here. ‘You have a copy of my
- ‘prepared remarks ang I apologiZe for the conditien which it is in. : -
.. First, we were rushed by this. whole procedure, and second, I'am
.a compulsive reyiser. I would like jo start, as a couple of others: who
sestified here thiswhorning or this afternoon, with 4 personal pote. I
.was born-and hegd onithe east side of Manhattar® and I am dellghted
thatf-pqtbf-*bfit{his,'whole'mownent has been stirred up by our own -

.. personaliprivate city college-educated Irish bred Senator from the

- éast side of Manhattan. = - . : - .
. To say he has provoked equal and opposite reaction would be un-
_pracious, so let's just say he pr'ovq%ted,e ual reaction. I am speaking
for Georgetown University obviously, and then for the 27 universities.
which were founded. by Jesuits and the one Georgetdwn whith was
- founded by an ex-Jesuit. , - Al
* In our discussions we took the liberty qf consideritfzthe’two pro-
posals as a matter of choice, and we considered serioits]y "%hef‘tax pro- .
 posals as. addressed from three differentfquarters. ' I
There is g.great temptation to privafe higher education to seek
tax credits hecause the whole process of tax credits removes the thyust .

* from the budgetary process. A distant budget can self-destruct as we
have seen Fed alysupport programs fér higher education self-de-
struct, If it is'distant it"ig likély not to be ngticed. If it self-destructs
‘in individual pocketbaoks it-is likely to be noticed very clenrly so the
tax reduction or tax credit is‘a very serious possibility and temptation.

"~ On the whole T think ygu:will be pleased to know, Mr. Chairman, "
we resisted it. And the reasohs for the resistance were.simple. As s’
generally reported in the press, 4 is regressive and I dén’t think the
time has come when a program should be launched which does not

- address any problenis ¢f the poor in the United States. -

. In addition, I do notthink that a tax credit program would be pub- -
" licly acceptable that regviarded people who made over $60,000 or
" '$70,000 a year with Eederal grants to help their children go to col-

% Jege instead of loans. . : - ©a /

i+ Finally, none of the ptonosals, { have seen bear any relationship toa

‘. tuition trigger or any realistit relationship to the differential between

the tuition charged roughly in pyblic and private institntions. o

% In approaching the President’s proposal despite Mr. Cglifano’s elo-

5" quence this mqrning, we felt it ngeds also some adjustmerits although:

not serious ones, less senious ones than the tax credits. The first con# : -

cerns flexibility and thése items which are first controlled by an in- ..

)
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“which ¢an be added on to the "
d‘xygs,th sipplemental education -
£, is our firin hope your'own initidtie in this reflects the Copgress.
.ﬁhuply‘.lfﬁd_thh@"ip:wﬂl-,m-'the very shoft futurebeenacted, ' .~ .
-t ' We'join Piresident: Bowen in hoping for an amount of, roughly $100 -
*  ‘million for SEGG:thi8 year and the rest of the package, as you, yourself - -
¥ suggestéd, 1n‘thenext year. The reasons we feel so strong y:'a;{aoui; that
v arg ql'lite,.simglq,}_x_'dm“in'a way answering ,Con¥ass,man Cornell’s -
i u}g’;‘;esmon:whiéﬁ:iv

ich Y88 put to-an earlier papelist here. It seeims that over .
- . the:past 50 %rtparshlg ier education in Anferica has taken a'kind of con:. -
, . tinental shift and that consists of four stages or foursteps. -, =~
- The first: of these is we have nationally decided that every talented
_kid should have hecess to higher education, whatever his background, -
. i . :whatever liis race oy tolof or how far he is from convenient locations, -
" wnomatterhow poorlyhe may havebeen'trained. - .- - S
- In order to'make-that possible we have invented something which
" """ no.other nation hag evér thought of, that is the community college: -
:». ~And one of the things that.is most magnificent about the whole com-
-+, munity college éndeavor in-the United gtnates of America, said bluntly -
' _:,‘-"~',':}lgl('i*,sinjt_ply',‘,ls-that' the best.way:to find out if a-kid can learnisto let
Coe I BRG] R o heo SR L
S '-:",'I‘he?,t'hix:d‘)stbp~ is. still shakier; That is to guarantee to all citizens-
|+, - "aceess to insttutions of theit free ¢hoice: éven if that choice is riot én- - .
*. -lightened, even.if it is.marky, and evén sbmetimes, God help. us,if it. -
. 18 wrong. I ¢an rerhember: I .Sffqht ~years as vice chancellor for City:
' h. ' operation called- open-admission.'

University- of New - York with' u
programs ohe;gublidfplat;fqr‘rhé;-'.- Wi

‘¢ 1 was asked, “What are,the ngtiv45 of these children in comixg#

R The answer is, “This is a fepublic and I am not God. They sré hete
% “and gs long as they are here I willtry to teach them.” - ghese "
* ;.2 Finally, there is one other piece.of Federal action I think—and this
\* perhaps is due to my increasing"years, I am growing increasingly .
i worried about—I think it’is in the interest of this: Republic that the ~ -
! Federal Government take seriously ‘its obligations to preserve those =~
{ Shbsidiary institutions in thig society which supports government
g ,?pd.i‘n‘d@e'd makes democratic government possible. I.am talking about, -
L abor urjons, churches, schools, universitiés and the other natural’
% ) u]’}ings‘fthat-huve grown as we have grown, quite unplgnped, grown

-4 ke O{>sy,«biz_‘t,;_';groavn solidly and substantially to the"tissue of our
: vi};\na'.tiona life, > 0 . : T ‘

sﬁ;h% to me that for private colleges'and universities,'and some of
AR dse‘institutions; but by no means not all of them, increasing the flexi- -
__[jbility and meving Some Federal dollars not from the poverty program’

. "butifrom other dreas accessible to this community into the more flexi- . =
.. ¥bley t:E'Pl,ementa.].''educa.tion' opportunity .grant is ‘in the ‘national

. “in i . . W . . : ’
NN

t seems'to m

- . Jl"“

ank you, sir. .~ . .

2 tatement of Father Timothy -'I-I‘édly”fo_lfc;wisj:]?
: o \',-.\; . . . . N ' . e e o
', - 1 . . . ,
. ‘.] '4 O ) ‘ - )
9 .
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| 'rmnlon or'.m(m'tl‘s. nr.n.r, S.J PRESIDENT, Gm-m'ovu UNIVERSITY, +

wasuixorox, D.C.

mnnn nuuudscnu-m .
nmhﬂnﬂwﬁ. Healy, BJ. Iutho proridont

p:uident of the

de.tyoflomnm,
umtoday ot

) -.-! T

m been swift and at times contusing. h’a’h‘"-conq'tou and the
nhhht..au.on tor instance, have leapt ove:- the !k-t of®
oﬁz chuic and truutiml agenda 1tm. !;ho cq\uu.ntion
0! tnitioa charges, and addressed thmolvu to mt is a
. principal but uoonduy one, mi.ﬁq the pm‘n\h:o on middie

' income tuition mon. You-will pardon u:\iz like the young

hlr in a Valeatino -ovio, as the -ho!.k sweeps her on-to his
puovmq steed ve -uttu, "lmt ‘sir, thig is so lud&\ b

\".

‘ ma vas to:u:ly m'vla—cbuc-uo:

am ' aho authoriud to

e

C oy

mm.umr.onymtndoutnlcmthhudord :

' “we can stand here toqcthoz, both public and private oonogu
and uaivoniuu, and bot.h applaud and, we hope, contribute to

»

&

.

e u-a.a-o.u...... "’
. ¢ =3
. o
v
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'I'otlutuyon'n!minu, Islwuld wuco.aa.
yhmlnou. !mbonqndb:odohthocuelid.o!
hlhlttln. and I'm douqhtd ﬂnt our ovn pcno;al, private
| Fity-College-taoght and Telah Bred !mto: hay: m_ ‘o.othlnq. -
ia fact a great deal, to do wifth both tha i
'muy. 'l’onythtbohuprovohduoqmlwoppouu'
mcuon vould pox!upc bo ungracious. If we drop m md
oppouc’ mrucummbo‘-tmnrylmtoqm nnd ‘
, WO axe grateful. :

The choice that faces anyone who testifies bo!ﬁxo you
today is hdood & serious and a loaded one. The pro'ponh
that have been dcuil,d in the press for the last six months
cooSerning tax credits hold out & hope to higher education ,.
. of ‘federal support which cohld voxi be more lasting becaush:.

more it is further removed !m&tbh regular budgetary proéug

It is far easier to luco into an abstraction 1like a budqot‘..

than to n.iu poopln mu._ A distant budget can self- '§'3 )
dutnct, and voters won't much notice it.  If it self- ,
dugnwu in their owm podut book, they're likely to !ul

tho jolt more urlmly.

Oon tho othar bhand, the ptopoul of the mmtrnion
is direct and immediatd and far less ccnpucltod‘“

t is
alko a proposal om which both public and private N.thr
education can in large measure agree. The weaknesses of
both proposals appear to be identical. WNeither one as it
stands fully covers the target, the middle cl.u; tuition
payer. lo.wﬂnrﬁ“ as it stands creates the maximum freedom
of chot,:k tor "up lkamam student.

‘.'." ‘
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‘lch th vu‘y poo: vxi{ got nothing. In_‘ddiuon. no tax
crdiu ub-o caa bo pnbucly wcopublo which does not
. -have a lml cn uco-u And tq-Q x,uonnblo cut-off point.
rinally;,’ tdr both kxtnzo hiqhor odncauan -nd the middle

laoc-o tution payer, the tix r:rcd.lt tysta- as now ltmtu:od*i.}-

" soes pot havo an’ sdaquate uupnuou {a\uucrmg tuitton.-.:.'} '

) ;-nu. v . S , .
b anit. the generous levol o! !unding luggetted and

the ‘eloguent defense of its uu!nlnen. the Adn.i.nutntteh'

h mooal also needs adjustment to rnch its goall. Yrom the
'pd;nt.,ot view of private higher education the first adjustment - B
is an increase in funding for the Supplementary Educational
Mtty Grants. All of us here from private institutions .
wauld givo. the strongest possible oncouﬂqmnt to Congressman
Ford's initiative as well as to the funding level that he is
suggesting. The phrase, “"next yux' nakes u rlthor nu-vous

The reason it does is ﬂut tndopcndont colleges have bm .
:Mt blushing to ;.hlmtcullr altar on so many occasions

and left ktanding at ‘It all alone, that we now contemplate

sdtting up a pup tent undér the apse. It is our most -

sexious hope ﬁut Congressman Pord speaks for the Congyess and
!otiltl settled intonttons to increase SEOG funds and that ’—k

seme action will be taken this year. .



_!h reason we feel 30 strongly about this is that the
‘ aduinistration's Wu, while qdorou and enormously '
m mwyamo!m-m‘.mhsﬁn&
. iz mu.y uum an entitlesent but does not call 1t such.’ A "'
I tus sense tt eontum the Federal Government's nnecuon
i nu grants. of what is quite clearly the will of the pecple,
M mry uhatod yonngsur shouu bnva lccou to highor
7 vnere the President’s proposal u incomplete-is that without .
. .M directed to preserving our dual system of higher education, '
in other vords without the Sipplementary Educational Opportunity
OnntL ve liu the second bal{ of that entitlement. |Ihnt ve.
- looi il not only access for every talented student, but: that .
. he or ﬂu .houm also have freedem of choice. m_ lut_ thing . -,
.M we need to fear is competition in the higher educational
me ' ' : I
T * ‘one final vord. Baving vatched the development of pnbnc
qd pﬂ.vato t\inding for hiqhor oducation in this nation from .
Q-clou for some 30 yml, 1 :uuu that no nation in tho
.N.ltory of the world hu providod so gon-:mly for the education
.oftupooplo. meuyloundm.tmim.bntuith. it'.a-"
. proud and hoaut one. The missing piece.nov is our co-l:l.hn‘t f.o
preserving our dual system, public md‘ndopcndcnt. to qmlnm
that m‘umua student has some liberty of choice as to
Amre lnd hov he semiies. liqhor !ducltion in this country
has made, both in the public and the ptintp ucto:. a eotponto
act of faith in the capacity of American citinu all o! |
tl- 'S0 state loghhturu and the nation's Cmqﬂu have
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w :n.u ut of zumi,g.} 4 -our qont‘ip_qdvo private .
dnmtstunion, 811 the way dova’ to that magnificent Mnericun
Mﬂ. - Compunity Colleges, this act of’faith is our
Mﬂlq‘nﬂh,u\d it is of eou:u a public “‘M;‘_ w;

, tmm onl.’ said that'yo ya.x'x't-_bl, pl.m:wh‘u thol_n!.nd of .,

: aviry tilanted yougstar can grow.. We héve also sitd through
tlloa—nn!-t! 00_1109‘“ thlf- the' best way of detimin_ing whcthez
lnzuuy is talented is to let him tiy. The missing plece now
'fs our commitmant to pressrving our dual systems, public’and
: Mpondnﬂt. ‘to.,g\a:;ntu that the f.al'cn.ted student hes some’ )
th.‘n'bom of choice as to where and how h.‘ qt’-.m_ues.? ) . |
" porgive se 1f I see this thrust in 2 religlous sense. It
As !:u the hopk.of Gynuh that.'n_cl’azivo the ph:ue) *In .

,_ 9" w-;d likeness of God.® ‘I can think of no better vay .
" ‘of honaring it than by creating this puﬁculu; right for fres -

. B

-

Mr. [Forp. Thank Z:x yery much. : 1 g

Let ime, if I may, observe that at least three of you have articulated .
your concerns for the fact that what we do with these programs not
jeopardize' what we are already doing with the programs. o

T particularly am appreciative, Father Healy, for your very con-
cise comparison of the inherent threat to the existin% programs for
‘Jow-income children when one considers total Federal resources and
the claim on the budget of tax credits. If we set in motion a process
that seems to grow out of what is expediency as much! as logic and
it ultimately begins to claim a very substantial part of that which -
is 1abeled educational spending in the total budget, before we ever
consider the current year’s needs for BEOG’s and SEOG's and the
‘other programs we will be told that billion dollars is already com- " .
m:ttztf by way of a previously existing tax cut. . . ;

It has béen my impression in our discussions with the administra- -
tion that one of the strong factors in moving the President ,toward
the idea of this approach as an alternative to the tax credit ap

- was that - it, if carefully handled, és~most likely to produce the as-
sistance for the new population we seek to serve without shifting
'mtoward. .from the ationswe have already targeted resources .
. I might say, Dr. Billingsley, that with regard to your statement

_in particular we have had very sgaciﬁc discussions in every stage of
this. Secretary Califano and the President have been very strong in °

* saying, “Don’t try to deal with us on anything that in any was .
jeopardizes this program and amounts to a shift of resources.” An
this morning we went over this a little with the Secretary. ,

One of the characteristics of this approach that l*, very strong -




K"
appeal to many of us is thet there is no way youcan do what we
wish to do for the new population in the programs {w1thout assxsw A
and enhancing the programs for the population already served. iWe
haveﬁllclas;med, tind some of us tlﬁnk we have letz1 efd mt}txh: gllogt

ainful way, that peo ~m°e~v74i ing to accept the|fact that their
.grother .and sister vamplge down' the street needs a little more help
than they need so long as they know their Government is willing to -
help them, too, and that they are not wont to quarrel{about someone
else getting a dittle more who in fact needs a.little mhore. But they
-are wont to quarrel about someen _almvih% access to a|program that
- they are blocked out of completely on the basis of arbitrary measure-
ments that don’t make sense to them. . : o
Telling somebody making $15,000 or $16,000 with five or six chil-
dren to raise that they can well afford to pay for their own child’s

v education is so ludicrous I can’t imagine anyone here being willing to -

" undertake that s a matter of political survival. .\ o
. Yet, as a matter of policy, because we have been so stingy in fueling
and fundjng those programs, that is in effect what we have been say-
ing. We Yo not have in islation at, this point speciﬁe,language
that says in so many \words thére will be no pro‘rata reduction of low- .
income participants. \However, you will notice: that, if you saw the -
charts that were used this. morning by the Secretary, we take off $200
on the books above the existing level and use this device of moving
out to the $8,650 level on-a fair {ével basis and then start our decline..
Then we get a lump and come down dramatically. _

It is one of the expanations for why we don’t have a neater looking
line that goes from this point up here at zero income, zero assets, down

. to the $25,000 in assets ggcause the only way that you can do it with
the limited resources that we are dealing with is at the expense ofthe ;
front part.of the lump on the graph? | TP A A

[Chart appegrs on'p. 176.] . A -
~ Mr. Foro. So long as that lump stays on the graph:wehis absolutely

-~ sure that we are not only not hurting the losv-income studént who has

been helped so sutcessfully, in my opinion, by this-program, but when
. one compares the existing program with what we propose to do, we will
enhance their participation, Asgne gets out beyond the $10,000 figure,

,-,:¥0u' see better access to the gigranteed student loan' program in a way -

.+ "that has nof been possible. with ‘the-increaSéd encourpgérient for the
various ‘k'i'?hf‘)f lending institutiofis to come into thatrbusiness with-

* somgé reward®ming from the Government. [ ¢ 0 4L

We-areprocteding, with. tlie proper'intent..1 woulid‘_like'bq reassuré

- you that ' we recoghize theidanpér.ef ending sp: with*an authérization

% ... thiaf.prodiices a Beautiful curve anffl ther an appropriation that, be-

. 1.7 taudd of pro rata reduction, really converts this into a plan:by which

¢ ¥%  youtake 1t away from someone and give it to someone else:, .

From the plain crass approach of ‘politics, that would be a rasier
, stupid approach for us to take. Qur staff got us onto that rather-
quickly and the admonitions from the President about the guarantees
he wanted and the ultimate legislation for the protecion of low-income “*
eople, I think, is more than adequate. . : :

are really searching for a legislative way to insulate against

any kind of slippage, but we are also trying to proceed in a respon-

sible wa) that would obviate the necessity for a-legislative brake or

¥
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'awhot& the"—i"sisum.;"l‘hat is really what we are t,alking:_'ibbut, 8

atchet system t at, we want, to put more tension on the system but
we’ don’t want it to.slide back af&r we put the tension on it. )

“With, respectito the BEOG's prograsy Jo heard previous testi-

o —

additional money for this

duced, to recommend sharing some of
year with SEOG’s. Ce . _
;' 'Wonld an of you like to comment gurther with respect to the ad-
visability o ’ shifting money from. 8 Pro am suth as work-study to
SEOG's if we are talking 4h ut-a Jimited amount of money, 1

mony about our failure, in the initi lzgml'ation that has been intro- . -

e

Rerhapsaa$50 milliont Is it ‘worthwhile to consider t kind:of }. -
tinkering with the money &nd, if so, does it produve 8 ofit or ave .
we. redlytmkGrmg ,'with somgth'mg 3

.M. ‘BiraNesLey., Qur association, Mr. Chairman, has not taken

.a position on that Kindio shift. My own.personal view. would be that

\ .

" some increass in the SEOG would an appropriate thind to do even

inclu l&dv;vmk-s'tnﬂy.' have in the overal -.apgrﬁalcli. oy
~Iwo think it is important to also enable studenfs to take ad-

though 1, too; appreciate the important place a mixture of programs -
“%in y i T

'vantage of the SEOG-because the costs of education does vary tre-

mendously and ‘there: could be # factor as well as the income of the -

family. -

to make it look bettdr for some- \*-

\ .

" Mx) Fomw. T would like to point out, 5 coubsel bas indicated £0 m8,
~gome t you might consider with regard. to your comment, Dr..

illingsley, on the ex ted additional impact in terms| of admm-..-
. jstrative costs'to the sc ools, assuming the program generates the pop- '
},:“ulat,ion‘usethatﬁweWOuld anticipate. o , I
" Inthe fiscal 1970 budget the resident has included $2.5 mllllo:\:v -
- additional- administrative allowances for BEOGS.. The budget: In- -

- worked literally, day and night in recent weeks in what, for any ob-

1/'

Bl

»

cludegi $11.5 - million for administrative allowances for .

bu
which we pinpointed ag problems for the education community in
passage of the 1976act.” C. : mutt

"7 Pather Healy, if it is in any way reassuring to y(Oh%I might point
Qut-th&t“there is some ‘question of conflict perhaps, but we overlook
- it—it has '

_ just ‘been noted that counsel for the Tull- committee and
counsel for the subcommitteé who have been drafting this legislation

“are both graduates of your/law sohiool, TE they make very many mis-

““Father HeaLv. Thank you, sir, L'will gtarid by the law schools ..
Mr. Fogp. I am sure you uinderstand we.stand fully gble and willing

. to accept credit for everything: that turnsout well and assess blame ‘
" for-everything that doesn’t turlt out well. And I think it should be -

noted for the record—we don’t do this often enou rh—that, these people

server of the way the system works around here, has been a phenomena;

fet

_ _studént loans—these are add-ons—and $9.5 million to higher éﬂ'ima-_' e
;,gon institutions {0 increase the dissemination of consumer informa--
‘tion. B T S
- . Do you tecall these are areas we touched on when We wrote the: .-
ngher Education Act of 19763 The President responded: ‘in his "
get for 1979 by providin additional money in each of these arﬁs I
e

~ takes and get us in trouble, we are happy. torhave you share the re- . =
. gponsibility for their ineptitude. : - o R



a0

dJ?lay of together a whole lot of expenence and ca bﬂlt\y,.. :
v ﬁxmg it movmg in one direction. The members of the Btaff of
ttee on: Education and’ Labor and the Postseconda
Educl.tlon Subcommittee who did this include young ladies who spent : -
. last Saturday and Sunday throughout the day and the night typing
- the latest draft of the latest dra%t, of the latest draft of somebody’s)"
bnght idea, until it was finally; piit into the form that was under-|
- standable and acceptable to a grest number of people. Ané there are' -
. 8 lot of people across the cou.ntry that don't reeogmze howinuch talent
- there is behind us on a project of this kind.
¢ I think, Father Hea.ly, {mt while T went to a fiie Methodist law -
school nevertheless you seem to be doing very well, judging by the
product -of your school that we deal with here 'this’ comm1ttee
‘ - Father Y. Thank -you very-much, sit.” e SR
4+ Mr., Forp. Do you have any uestions? AEENLE
“Father Cornell is staying for the yote. We had 3 request from Rep'- .
resentative Coughlin to appear at this point-to.testify in favor of tax.
credits which I asked him to defer until after the panel..I don't seé
~ #him here now and I will wait a few moments to make sure that we
don’t cut him off at the elevator.
..~ 'With that, I would like to thank you gentlemen for your su{)port '
* - and solicit your continued close scrutiny of the progress of this egls- '
lation and ask ({ou to continue to scrutinize.what has been proposed
- to assist us in doing the best job. possible within. the limits of nioney .
and politics that we ‘can . achieve. -
T have not heard anyone, Father Healy, articulate in genﬁemans
tgpms as well as you have the temptation t. at faces my colleagues ivith
respect to tax credits, I haven’t heard as much—I should say ‘demi-
- goguéty—1I haven’t heard as much hyperbole with respect. to's ythmg )
arotind here as I heard erupt last fall. I must say, however, to ﬁlrl;e
het devil his due, if I could use that expression, that. but for the ,
sto‘tm,,pf reaction that brought everybody out of theii seats pleading
- Qt the:middle class, we would not be here boday with a serious’ expec-
_ :»ttho “of ; JSHeCess in doing what people sitti where- you are sitting -
L yin¢hiding those of you sitting here :ﬁiay, ‘he.ve been urgmg
~~ us to do“fer many :
' 1 remember our co e,egue, Mrs. Green:from Oregon, attemptlng some .
- of these things-when I first came on this committee, and it was con-
. " sidered the height of illiberality 40 even consxder such an approach
. We have matured considerably since then. = -
.. I am sure that those who have preceded me as chairman of this
' committee would relish the.opportunity to sit where I sit and see, after .
all these years, the day arrive when we can discuss as dispassionately -
a8 we are the possibility of advancing higher education support for the -
kind ,of people this legislation -is targeted for.

I

« Thank you very much for your help and; cooperatlon and p‘&,!'tlplb
Jarly for your patience with us today. N

“The committee will stand in recess until next 'mnumday "'—'3'7 hw

e

[Whereup_on, at 2:40 p.m.;the commlttee ad]ourhed |




MIDDLE INCOME STUDENT -ASSISTANCE ACT
" rmuseoiv, mnunnv 16, 1678 o

House oF. REPRESENTATIVES, = S
Suncomm'rmz on?osrsnconnmr EpgloaTion, . - - -
Commm on! EpucaTioN AND Lasor, —
R - ‘Washington, D.C.
¢ ""et pursuant to notme, in room 22¢}1, Rayburn

House Office Bulldmg,” Hon. Robert Cornell presiding.
v Members ‘present; By resentatives; Ford, Cornell, Buchanan, and.

Staﬁ present : ’I‘ as R. Jolly, subcommlttee oounsel Patncla F.
Rissler, subcornmitteés el :é;gls atlye associate; Wlllmm Gaul, com-

. mittee associate counséR Chnstopher Cross, mlnorxty staﬁ

director. - . W o
' Mr. CorNELL. [pres1d1n Afhe Subcommittee on: Poqtse&mda, Ed- ,
. “ucation is meeting again toéey to: ceive testnnony on the Middle In- -~
~ - come: Assistance Alct, a proposaldesi -to.assist;the hard-pressed

" WO, class middle-income fami y: to ackieve: iﬁgoal of educating

- their children. We have been gratified by the overwhelming expression -
of support for this Ieglslatlon m a great variety of orgamzatlons o

- and.cltlzens _ :
" As most of you know, Secreta Cahfano testified before in an un-
usual House-Senate. meeting last week to explain in detall the admm- '
istration’s proposal. - .

. Following his appearance, this. subcommittes met to recéive the re-
action of. thepéstsecondary edugation community, premdents of five
colleges gnd universities testified'in support of this proposal, Today we " -

. will hear from financial aid admlnlstrators, student groups, and ,ﬁb&te ”'
. education officials. - . P
... We expeat to con lude these heanngs next woek by receivi
dltlonal testimony ‘from the administration and other witnesses.
A eamng this morning is Hon. Lawrence Coughlin who made &
epi%p req test to present his views on this proposal. .’
e are very happy to’ have you here, Larry, and you may proceed_ ’
as you wish.
. [The prepared testlmon) of Hon. Lawrence Coughlm follows ]

Tzsnuom' or HON LAwWRENCE COUGHLIN, A REPRESENTATIVE IN Conoms FROM -
THE STATE OF, PENNSYLVANIA

. I thank the Chairman for this opportunity to address thls commlttee Let me
" say from th inning, that I applaud:President Carter’s recognition, albeit new
found, of the desDerate position. of. the midle-income Americans struggling to send
thelr children to colteges and, unlveraitjes I fully commend the purposes of Pres-
( ident Carter’s proposed: program: to" provlde for the added ﬁmmcial assistance
T for the expenses of hlgher educatlon, ;. i Coe
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¢, have finally gotten the attention of the Administration

. and the Congrese to the need for education assistance for middle-incoine families.

. American educators—will take a very careful look at the merits of the legislative
. - vehicle which Secgetary of Health, Education, and Welfare Joseph Califano has
. stitched together in an obvious, hurried attempt to block Congressional support

[y

', of education tax: credits. The Carter-Califano proposal deserves intensive
. Aggg a year‘ot‘ lstening to Administration arguments disclaiming the need for -

" higher education relief for the middle-income American family, I am gratified that
claiming that a $250 tax credit is not needed, has little impact for the family and

" tuition tax credit proposal as far too expensive at $1.2 billion, have now heralded
an Administration package with the priee tag of $1.4 billion. : )

~.It'is also ironic that hearings were called 6n this proposal one day after the

. President’s announcement of this prog when every effort to schedule hear- .

- ings on education tul tax rellef fias been rebuffed by the House Ways and

- Means Committee in thé past five Congresses. I : L
+ In facts it 18 an unjustified slight to the many Members who, in good con- . .
sclence; have beer. working for years on behalf of their constituents to get a falr

hearing on this vital education issue. - - . i
The Administration proposal to increase Federal student grants and-loans
programs to reach the middle-income families and students has several problems,
as I see it. First, I believe that simply pumping more Federal money into the
- present problem-ridden and patchwork Federal education assistance programs
_ would not be the most effective use of the taxpayers' dollars. A major share of

the funds would:go into increasing administrative and bureaucratic overhead, o

further inflating. the expensive and duplicative bureaucratic. processes,

. and resulting in a net loss of direct aid to the needy student, .
-~ Thig administrative cost would not be Hmited to the Federal government alone,
. but would be magnified and expanded in the Statg(!govemmentg, as well gsvin

the educational institutions themselves. .- - . i -,
" A clear example of this is found with Michigan \State University. According
.to a recent report, the university has had to hire 50 extra people just to keep up
with the paperwork involved'in loans to students attending the school.

. Second, the Administration program requires én expansion of government red-
tape and paperwork by requiring families to fill out yet another confusing and

disconcerting financlal disclosure form within the Basic Educational Opportunity
Grant (BEOG) program.

what conditions.

4 The ecurrent 11-page BEOG- form has proved onérbus axid dl‘s’couﬁig'l’hg to both

the prospective student and his family, as well as to the educational institutions.

. 1, for one, am leary of forcing the hard-working middle-income taxpayer to fill

out further government assistance forms—an admitted niglitmaré to which both

' educators and the public néw object—and virtually taklng&_pauper's oath to get

a Httle help for collége

Third, I am alarmed with the HEW attitude of ah expanded grant prgram for

 the middleclass family which smacks.of a welfarelike program in Which the

Federal Governthent can take better care of it than it can take care of itself. This

- thinking when applied to the middle-income familles which are the backbone of

.- As sponsor- of. the House version’of :the Roth-Coughlin tax credit measure, as °
~.well as. other'ux-’.gn{ldlt legislation for more than eight years, I can only sey

S However, I hopd that this committee and the' American public—especially the

‘the Administration belatedly has admitted thete is a problem. I must also admit. -
_that I am gomewhat bafled with the Administration's proposal. After a year of

- 19 too expensive, the Administration. now touts a $250 grant program for middle
. income students,” Xdministration  officials after castigating the Roth-Coughlin

This proposal still grants:the Federal bureaucrats. in . -
. HEW the ultithate authority to decide who will géf éducational aid and under.

this Nation and carry the - heaviest tax burden indeed ‘has- far-reaching

implcations.

" Sinee Mr. Carter admits middle-income amilies need help in providing theif

¢hildreén with higher education, why doesn’t the President allow the family to

" keep more of their own earnings? Very basically, this is iwwhat a college tuition -

<. tax credit would do: reduce the family’s average tax burden and free more funds

' . for higher education expenses.

a

- :10Fos, reveal their personal finance§ and assets to & Federal bureaucrat, and -

~ .- It i8 ironic that a President who campaigned against the ‘ever-increasing

‘ probjems of Big Government would want taxpayers to fill out more government

g




- prove they deserve a xovernment educational assistance grant which they nnance o

" thelr own tax money. . £

nfortunately, I must caution the committee that the Admlnlstratlon alterna: . P
ﬂve package may be a potential booby trap. - . )
o TheOarter-Oalltanoproposalwm#ddm ontotheBEOGprogramm_ :
'\ '~ order to provide $250,grant to faniilfes with adjusted gross annual incomes be-
" “tween $12,000-325,000;" providing they survive the maze of government form
- filling; filing, and processing. A total of $70 million will be added to the Guaran-
. teed Student Loan Program—a gram noted for its large number of defaults, J
.. .almost $1 out of every $8. A fatii} of $150 million will :glso Be plygged into the ~°
. :, present ‘Work/8tudy program. Fgderal administrative costs on this program alone -
*or fiscal year 1977 totaled $19 fuillion. Initial estiniates-of the increased Federal
ve costs, under the Administration proposal for Work/Study run .
“into $6 million. -Estimates are nit included for the lncreased admlnlstrativ
costs on the. educatipnal institutionlevel. . : -- -
Some individupls estimate that of every $1of. Federal educatlon ald.monéy that
. is budgeted, only 50.cents worth of it reaches the needy stiiden - .
- " Bécause of the concern over the state of the Federal financihl assistance pro-

- then Secretary of Health; Education, and Welfare Mathews ordered an
independént study of student‘ald programs by the Stadent Financal Assistance .
‘Study Group with special concern devoted to management issues and fraud and -

- abuse withjn the program. The findings of the study are available in a 263-page .
HEW :pubeation. “Report. to the Secretary—Recommendations far'; Improved
- Management of the Federal Student Aid Programs," dated Jine, 1977.

The study concludes ohpagel?5: . .
“Studént financial’ aid has grown. trom relatlve lnslgnlﬁcance to- one of the

. domlnant forces affecting postsecondary education today. For example in the v
_space of only four years, the Basic Educational Opportunity Grant Scholarship. -

. ‘and grant programs, virtually non-existent 20 years ago, awarded ost $200 S
million annually by 1970 and grew to $645 million by 1975-76. . - o

" “In addition to these visible costs, a massive bureaucracy Is being yéreated

. wlthln the Federal and State governments, educational institutions, and lending :

xI:Jtutlonq to administér the programs. The programs. grow ever. more complex -

re.dttempts to treat all students and institutions fairly, while curbing

se. The Group believes it i time to reexamine the extent to which, and how,

‘financtal aid ‘ghould be provided and to define the respective responslblllties of |

© the Fedeéral Government, State governments, institutions and‘students and tlﬁir
" parents for sharing the costs of,education and trainigg.”: :

Tt is Interesting to note, H i8 currently trying to collect on ab many as 850- .

* 000 government guaranteed student loans from people who'have now graduated
“« from: school and defaulted on their payments. Federal defaults now total $430
‘million—which the taxpayers have to cough up. Nearly 6,800 of those who have
defaulted on their loans .are currently worklng for the Federal Government—
816 in HEW alone.
- For a Pregident who has pledged to reduce unnecessary government regulation
* and ‘involvement, the idea of funneling additional student ald l:hrough the
" Federal Government, ‘further enlarging the administrative overhea,d, is both
‘ abhorrent and inconsistent with his ayowed policies. .
The tax credit approach is a' much more direct and emclent way to ald both
. the middle Americans and the educational institutions. Its vlrtues are lts ‘silm-
pllclty and certainty. :
* *. It does not, as sSome detractors clalm, ald primari)y.the rlch .

Treasury Department's own flgures estimate that 76 percent of the benefits.
would go to families earning less than $30,000. The American Council on Bduca-
tion has estimated that nearly 70 percent of the beneﬁts would go to those
. famflies earning less than $25,000 annually.

It 18 overwhelmingly apparent that we need a program of asslstance that com-
plements and not complicates. the exlstlng student ald programs. And one that
- 'will be the best buy for the money,

As Senator Roth pointed out in his testimony before the House. Ways and
M ns Committee vn Monday of this week, the Administration opposes the college -

ion tax tredit on a cost basis. Yet according to. the Joint Committee on Taxa-

. - tion, a $250 tax credit would cost $1.2 billion and “would aid an estimated 6.2

. w’ million students and families—a greater number than the Adminlstratlon 8
. p'roposal will reach and at a lower cost

o @

Q

ERIC

Aruitoxt provided by Eic:



T m.mw‘mmm allierich and the poor—an®th : |
. : assistance and: promotion of education, not the.sedistribution of income. Other
. programs such ‘as mortgage interest- deductiofs, cliaritable deductions, insula-

TN ¥
A

‘support of continuisig and improving Federal ediici

e’ o
3

and fair means of provi

B implicit purpose is the

P X X
- tlon and child care Qeductions are part of our taxlaws, because they encourage

desirable ends; Bducation is similarly & desired end;

-commend the President for his concern with the plight’of the:middle- -
+iowever; T feel strongly that tuiflon tax:credits would provide
overdue relief. Tuition -,

7+ Why not give tax credits a try—Limited ald for familles during'the period s

°.
P

g;e&pfgd;g statement that I would ask be submitted for the Fecgrd,

« g

™ Mr. Covgirik. Thaiilk you very much, Mr, Chairman. I.do have 8

- of timé when they are most nanclally hard.pressed |
' STATEMERT 0F HON. LAWRENCE COUGHLIN, A REPRESENTATIVE .

~. - IN'CONGRESS FROM THE STATE OF PENNSYLVANIA

ht summarize very briefly. .- i

ty to address the camumittee. .

o

‘.if-yeépgni’tiqn, albeitnéw found, of the desperate position of the middle- -
- Income: Americans ‘struggling to send their children to colleées'and :
ent’ Carter’s

universities. I'fully commend- the -purposes of Presid

Let me say. from the beginning that IapplaudPres?dent Ci;'rter’s S

o - With b i Judy Freplin of niy; staff, a.p& I gppreciatg-.ﬂ;ﬁ' opp0r_ S

proR Progtfim to provide financial assistance for,'the‘;-ex_'qnsgs"f‘ Lo
. thlghel}e%g@_ﬁ;@g_,» P v asst ‘theexpenses

.- -As sponsor of the Housé version of the Roth-Cough;inzfﬁax_ credit

~ measure, a8 well as-other tax credit legislation for “motpi/than: 8"

-, “years, I ¢an only say that wey &nd the public, have ﬁﬁn]ly’%

%, Hitahtion of the administi4nioe b

4. catlon assmuflce for middle-income families. =~ - et
L H 1 hope that this committee and the American glublib'—es- D

; ~pecially the American eduddfors—will take a -very careful

tuxd the Congress to the nee '

-However,

* . the administration’s proposal. - . . S e
;.. After a year of claiming that a $250 tax credit is not:néeded, has 3 '

little impact for. the family and is too expensive, the sdministration ™

- nowstouts a $250 grant program for middle-income students. Ad-

~ ‘ministration officials; after castigating the Roth-Coughlin tuition '

.look at . :
the merits of the. legiglative wvehicle which Secretary of Health, : -
- Education, and Welfare; Joséph Califang,has stitched together in an - -
- obvious, hurried ¥ftempt to block congressidnial support of education -
L taxeredlts. The Carter-Califano proposal deserves intensive scrutiny. . -

. After a year of listening to administration arguments disclaiming . . **
the need.for higher ediication relief for the middle-income American =
family, I am gratified that the administration belatedly hds admitted - °
there i8 a problém. I must also admit that I am somewhat baffled with

tten the .

. tax credit proposal as far too expensive:-at $1.2 billion, have now .-

- hetalded an administration package with the price tag of $1.4 billion,. '

~ TIt'is also ironic thatvhearings were called on this proposal 1 day

.- gfter the President’s anfrouncement of this program when every effort

;. to scheduYe hearings on education tuition tax relief has been rebuffed
by the House Ways and Means Committee in the past five Congresses. .
-+ The real question should not be a jurisdictional question-between -

- two committees. I hope the cqmmittee will address the real questjon:

- should we have a $250 grant or a $250 tax credit?

[ Yt‘ .
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k that: there 70 & iiiniber of problems with the grant program -
sdmitistration haspropesed. .~ . . g
2 Jirst; T believe simply puhiping more Federal money. into the pres- e
. &pt:problem-ridden and patclwork Federal education assistance pro-
{ fl’?lﬁ‘.,wqﬂd nattbe the mst. effective use-of the taxpayers dollars. . *':
; A anajor shate of the fungh:-would go-into increasing admimistrative’ . " ;
" ad bureducratic overhead furthér mnflating.the expeénsive and-dapli- -

© . -cative hureaucratic processes, and resulting iir’a’ne direct "

=, aidtothe needy student. . RO 5

- 'This administrative fost would nqg_‘bg-.limdép: ederal
.., erifnent alone, but, would be magnified and expani

: Laind expanded in the State gov-.. '
- ernménts, a3 well as‘n the educational institutions themselves.: " .
& clear extmple of thin.is found with Michigan State University. '
' Accorﬁlrg tosa recelt report, the-university has had t6 hirve. 50 extra
people just to:kebp up with' the paperwork’involved in:loans to stu*
- - dents attehdingtbﬁ‘-snﬁool; C e e o
.- Second, the administration program reqtires. an expansion of Gov-.
ernment redtape and papérwork by requitingfamiilies to fill out.yet =
another confusing-and disconcerting fingncigf disclosure form within -
~* :the Basic Educ&tional.O%portunity Grant {BEOG) ‘program, This ~ .~
~ “proposal still grants the Kederal bureaucrats’in: HEW the ultimate = -
x a,utgority to. decide who will get educatiorial .&id. and undey what - -3
cofditions, - - v .. T T S SRR
.- You are aware’of the. application form, -the appligation, for the . -
grants we aré tallang about today. If it is anything. ike ‘this, it'is' .
- indeed & derfieariing-kind of form, It requires the complstion;of both :
~applicants’ and - pdrents’ firiancial; statements and 'it” seens - to: The.
- unlikely that many middlé-ineomé “Atnericans will complte such 8. *.
-That 11-page form is an‘dner
né,‘am.leary of forcing the ki

‘and: diseoytaging prospect. I, for, '
‘ e hiid t'v’drkihéiﬁig_id;ef«ipdome Anmericans:
* it fill out still other forms toget Governmentsssistan¢e. . . - . -
. .54Third, T am alarmed with the ' HEW: attifude 6f:an expanded grant .
~ program for the middle-class family:which macky of a welfare-like =
- program in which the Federal Government caix kg better care of the =
. *.-family than it -can take care of itself. This thinRinj ‘when'applied to "~ |’
- the midd}t-income families which.are the backbone of this Nation and -
. carry the heaviest tax burden indeed has far-reaching implications. - = - :
s I think'the educational tax -credit provides a credit because the =
- family deserves it, to agsist them in obtaining the higher education in -
.. that'particular time whi@:the family is under the most financial stress. = -
- The Cartér-Califaiis: proposal will add $900 million to. the BEOG " ;

. brogram in orgér to-fibvitle a $250 grant to families with adjusted " .
. gross annual incomes between $12,000 to $25,000 providing:they sur: . .
" vive the mr;;dﬁ*dﬂ.’vaFMent form filling, filing, and: procesding. - -
| Atotalof  will be a ot Loan
Program—a"program noted for its large numbet of defaults;glmost §1. . '~
out of every $8. A total of $150 million will also be plugged into-the = -
present Work/gtndy Program” Federal administrative*costs on this = -
program alone totaled $19 million for fiscal dyealf 1977, 0
eral administrative costs, -

$70 million will be added vo the Guarant®d Studént Toan

... Initial estimates of the increased Fec _ ~
under the administration proposal for Work/ Study run’itito $6 mil- - "
. s - . (RS ": S L
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L T .
) llon.Eﬂtllm'ni’es are ot included for 'theain::i‘e&iied. ¢mnlstmt1veosts '
%" .ontheeducational institution Jevel. =~ wi =" . to T e e
I am sure-the committee is aware of a study. commissioned by See- -~ -

<.

v o

i’ - retary.of Health; Education, and Welfare matters. This 263-page
;" publication, #Report. to. thﬁi’Sécret&gF Recommendations. for Im:" ,
.Student Aid Programs,” dated. -

groved Management of the Federal.Stu :
une: 1977, concluded that a -massive: bureaucracy ha " been created
within -Fe(igtal', State, and local governments a3 a result of these pro-
B gmms_._“_t_c_;on'cluded't;hat it waB time to ré-examine the extent apd. -
7"~ how aid should be provided.: S L,

_ I hope.in its considerations the ;sul';corﬁlilitiﬁe,;_.asﬁ sard, Wlllnot
-just look at!the jurisdictional question, but will.Tobk at the differént

.+ between grants and tax credits on the merits- 45 t6 ‘which i8 the-best
% - way. of prqviding-aid for the des e&te_- middle-income :families, to:
' whom thiswhole prograi is tarfdted. .= > i L s T
'+ .Again, I commend the . Administration for its approach t¢.the. .-
" -+ problem and jts willingness to do something about thie desperate. plight: - .-
" of middlesincome familibs. I hope the committes will consider the: .-
« . fact that we do not waht.td put middle-income families on welfare, * - -
. _Tax credits-will not-do that. ¥t 'will give those. families a choiceand .
~“give them the bentfit to which they are entitled as a matter-of right, .
.not, asa myabter 6f Government largesse; =~ . CEili T L e
' -Mr. Chairman; thank you- very much.-I appreciate the chance to&- -
©. Summarize mystatenent. . T o L Ui e
.-“‘._' , Mr.F'ORD-Thén.k Oll.._ LR . SRE ",." . _v'_..".".,_.’ -a_ﬂ'.?
“o Lt M CorNELL:: O .the. contentions of the administration, qf
. courfe, is thﬁt‘;ing'it'w?éé' ¢ program like this shonld be based on need, - -
"'+ and they ‘maintair the giving of tiition tax relief would benefit thex . °
- higher inoomo groups mere than Yiose who relly meed it T
- bw would you respond to that? ' R .
Mi that-yinder the Roth-Coughlin:

M. CouveariN. First, I would say’that under ighlin:
8950 tax credit and that over 75 percent of that aid would gd-ta fami-"" .

h

‘lies with incomes of under $30,000. - . ) R
Second, I would. say that it ig perfectly possible.to put-an upper- ., -
Y dficome: limit on- the tax credit. In fact, legislation,I initially pro- -«
" "posed il the tax:credit-fiéld was the graduated type.of progrim. © %
" . " Mr, Forty, Tf the gentleman would yield, the Co greseional Budget . -
© "Office .told'ngthat a $250 tax credit would put;’30-some-percent. of
. © * the money thist would be spent, if you spend $1.7 billion, intheincome . -
_group between $10,000 and $25,000. R T
" You cited 4 study that said 75 pércent of the money :wo
- peopleander: N 3
2« M. Coual

$000001. . L - o .
- M. Covaniv. Let me ge¥thé figures on that. [Pause.] |
Thbﬂgﬂ’!‘eST ‘was citing come from the American Coun¢il on Equea-
tion; This was a Depaitment of the Treasury study by’ the*American .

Coungil of Education, if I zecall ¥!0p§‘l'ly,.=¢7~v:,-. TN

. Mr:"Foro. It would -be htlpfy! “if ybu-could give it to. %sbecauselt
. -direct]y’ contradicts the:stady just released-in January by the Con-.. .
© ... gressional Budget Office; which, is, in: fact—I do not' know - if you'©>":
" have seen it—it is'a_study ‘that 'was cormissioned last spring, in °
7' spite of your observation that the administration, .and prgggmably_ ’

... -thig' committee .in- cahdots: with them, just »dlsc_o‘v_'erce,a:l-';t'he.'pr(;_l_;_l‘q.__T
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o . . e . 5'._.
. of the middle-class in the last few weeks. Last spring we asked the
ional Budget Offide te examine four different “alternative
-.. . methods of praviding highar edicational assistance to middle-income
. families and déaignatet the area .from $10,000 to $25,000 as middle-
+ ..+ income on the assumiption that the Bureau. of Labor Statistics and.
"w4 " the Census were reasonably accurate. e S ,
«'% ° Asyou probably know, as early as 8 weeks afo, figures were.released
-" ., that only 20°percent have a’ combined family income in excess of
1T 428,000, ‘xl'hdt ccomes to & shock to peaple, I am sute, who see the
i kinds of salaries we see around. Washington, but, nevertheless, that
. iq,th&lstes,t figure on: what, farhily income-is. - E
. <" Mr. CovonriN. The"figures I have, the Treasury Department’s
~ . _own estimates indicatg-that 78 percent of the benefits would go to
.~ familiég earning ‘less than: $30,000 and the American Council on
. Eduqt:on has estimated that 70 percent:of. the benefits would go to
those"families earning less than §25,000 amnpally. . - .
. - As I also pointed out, it is perfectly goss—i_b]e under a tax- credit
el at

L]

which you provide the

AT '-'gerbpfti)sal to put a cap on the incoine lev
“benefit. ... ' S , .
Mr. Forn.' There hag betn legislation on that proposed by Mr.
Ribicoff. . Y l;gxs ., S
0 Mr. Covonrin, And ‘nyself. k7 & -

Mr. Forn. In the past-the capp.;pvas no‘ff cbgiéi‘dere& in the five alter- et

. in the Congressional Budget. Officazdid. It indicated that thd non-
¢ .:tefundable $250 tax credit, which’ wofld cost $1.7 billion, would put
“ 49 percent of its money in the group up to $25,000. And, to increase
the basic grants by only $800 million, you would'put 72 percent of
the money in that group, Expansion of the guaranteed student loan
rogram, théy ‘indicate, woid have an uncertain fesult. And we also
~ have some uncgrtainty iy, dealing with' the legislation. Since this
group never had access to” garanteéd student loans before, we do

not know how.much use there will bb.

There ‘ard varying estimates. The American Bankers Association,
which I uhidérstand will be testifying in favor of this bill, indicate
that they think.that there will be a substantial increase in the previous
use of guiaruntedd student loans because of the income levels and the .

natives, the five different methods that the Office of Budget :})%;lysis o

A fact that this’ income level group constitutes a substantial number * ..

A+  of families that are already the customers of banks and have some
4 acquaintance with going to a bank and asking for a 10:?1. At least,
they do not panic when they see the agistént manager. .
ér. CougHLIN. The objection I hape.to:timt kind of an approach
© i¥¥hat it seems to me that some educational aid at that time when
a family is under the mosg stress should really be a matter of right.
We provide tax@redits for insulation, we provide tax credits for child
+Xcare, we provide tax treatment of charitable deductions, tax treatment
of mortgage interests, and some aid at that particular time in a family’s
lifffgrhen they are trying to educate their children should be a matter
of Tight, met a matter of having to go and. apply for a Joan, not a
matter of filling oyt forms for an educational grant, not &:matter of-
having to disclos¢ all of their persona} finances and have burehucrats
dictate whether thty will get educatignal aid or will net.
It should be a matter of right. just as those other things are.
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‘ mmym trouble lonii.‘o!mvgmi this ap h. You
% ald t0 the family. The tax credit for insulation is

B A

MO i A b

. }u'&u n'b&dﬁhtmdorgté"m&'i‘lhnm mmm .
- A a:'“" very uatil I find out what theenergy bill is

fl . The deck fe, Xike other p.ogu'. that tax eredit did ot have vty muchs . #,
- W’wm But if ypu losk at.your lomi-::’u'— B
. Gin your tax“return %y-r—- wm-uthulhmm o &
* Haes ressrved, sort of “you will hear m us later,” for the t,
' betause the Internal Ravenue does not know the effective date:of that
- tax redit. . T Coen R RO .
T have heurd the suggeition that the tax credis route g uﬁq -
. administratively, to dea}writh thess things. What is ¢ nifemen %
for the to get a tax oredit under the lchkhtionﬂutr;&l .
. sagnalters to thiflegislationt = hy y - ®
" " Mr, Covemix. Simply taking the credit on th#if inomme tax orm. !
Mr. Forn. Whot. S, N ®
“Mr. Covomin. The family who has the edféatiom] exppnse. .
Mr. mﬂoﬁ:&euxcndm R ' , PO
Mr. Covantiv, is a crediit for each childehat is being educated,
being sent through higher education. o ® -
 « Mr. Fosp. What if the child js an"emancipated child:and living on
hisown! . . ‘h ‘ ‘ o :
% . Mr. Covanuix. If they have an incom&ghey get a credlit. { they do

‘not have an income, they get & tax refund under'the Roth-Coughlin -

propoeal. . i :
Mr/Fom. Full-time studentst *.
Mr. CovanLix. Yes. ' o : -
Mr. Fox». How much of aiax‘c'redit doge 8*part-time student get !

' Mr. Covermax. Under that proposal. there is not .a tax credit for
*  part-time students. It is to encourage full-time students going through
. full-time education:' Those are¢*when they have the highest expanses.

: T might say that the chairman @peaks of the insulation question,

. that the proposed tax credit did not encourage him to wait to get his
. stotm windows. We are talking about a $280 credit and a $250 grant.

I guess I ‘would say that the ‘&250 credit would be much more likali
to beshelpful than a grant where you have to go affirmatively an
fill out reams of fortns. .

... Mr.Foro. The average tuition, a jon, for cémmugity col-
"’ leges acroes this country is.8500 a yiar. Wh is half of $500 .
+% going to bs fowthose families? That i where the middle-class crunch .
* is‘coming. Only 48 percent of the people on college tampuses today -
are under the age of 22. You keep talking about the family as th
- there are & whole lot of rich daddics or middle-class daddies out there '
that. in fact, are paying the tuition for their children. It is just not
s0. That is not thesway people are going to college today.
. We have more people working their Way through college on a ;{;’
‘or full-time basis today than at perhaps at any tivfie, in real nam *
at any. time i::éhe history of the country. In percentage, it is perhape
not the greatest: since the depression, biit. in any event, in the case ‘
_ of most of the studentsiwe profile. you find that, if the families can
. * 4
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give substantial support at this income level that wo are talking about,
it consists of housing, clothing, transportation, and food.
The kid has a part-time job, or the person has a part-time job, and
t*eya,}ﬂci up the tuition. The tuition tax credit is aimed specifically
ot tujtion. I can understand why it has to aim at tuition. It has to.
. aim gt tuition because the inatitutional support that “yon hope to got
from that is going to be there unless a connection between tuition
or 1@ collected by the institution, is involved. .
. FEverybody knows what is at the hase of the attrection of tuition
" tax credits. {t looks like an easy way around the first amendment for
those people who feel frustration over what they feel to be less than
a fair share of support for private schools, particularly in church-
related schools. o

You do not see the private schools or church-related running toward
the same approach, because they,are a little bit hesitant about trying .
to make that argument. N '
* " Mr. CoryrvL. If the fentleman wonld yield back for a moment{

Mt Foro. Certainly. I thought youand I disagreed

Mr. Coryrrn. I thought t%o name of this legislation was wisely
chosen. It is really not applicable. Middle-Income Student Assistanee
Acti Who fall in the middle-incomne category—the students or the
familieaV ¢
Mr. Forn. Our legislation. if you take time to look at it, considers
everyone who might be attending college to be eligible for.some sort
of Federal assistance from this point on. if thty are'not in the top,
probably in the top 10 pergent of personal fucome, in the top 20 per-
cent of family incone in the connmtry. - o
Mr. CornrrL, In your remarks to Mr. Coughlin here, you are talking .
about all of the students. He is referring to the family. ' e
e Mr. Forn. He does not do anything for stndents unless they are
r in fact full-time students. What is the figure now 1 T :
. Mr. Covanriy. On the theory that the full-time student is the one, -
and the family with tHe full-time student are the ones. who are bear-
ing the greatest financial difficuity. <
o %{x 1"0'!«). What do you do. for example. with your tax credit pro-
. “'posal for aavoman who is now headrof a household with three children.
. who has reached her late twentices, has a partially completed college
“+ edueation. and has an opportunity to take some carcer-oriented college
* program on a part-time basis? Can she get any aid or assistance under
. Q;i{{pngmlll to go to sthool ¢ : YL v
Mr. Covanriy. The program. as adopted by the Senate in the last
Congress, was -dosigm-({ and geared to the full-time student. Her ex-
penses, of course. as a part-time student, wbuld- be considerably less
than'those taking edueation on full-time hasis, _ \l
“Mr. Forn. Part timre might mean that vou are paying $750 a year
—~  —instead of §1.800 find that is generally the way it is. Tt is not. more
efficient financially to go to school part time. It is the most expensive
way, over the long hanl. to pay for education becanse usually there
is & kind of discount hasis in taking the full package. Also you have
the time yon have to continue support activities for education. It
tnkes more moniey to go to school 8 years full or part time than it takes
to go to school for + vears. You certainly have friends who finially
made it through law school at 30 hdshuse they had family obligations

'
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and so on. If the>y start totaling up what it cost them fér that educa-
tion against those of us who went on achedule, it is an expensive

o “ir. CovgrLin. I went to law school at night myself because I
‘= oould not afford to do it any other way..© . _
-+ . Mr, Cornzir. Under the progfam that you suggest, are you elimi-
.. nating all other types of student aid f :
. Mr, CogomuiN, No, They would be—for the needy student, they
would still be there. - '

Mr, Comvmr. That young woman in the hypothetical case could

@ot assistance under the program :
Mr. Covomrin, Yes. ‘ .
Mr. Connmri. If I may ask a leading question, the administration
of course, that we ouiht,to base the program on need. Do you
not think that there is somet ixﬂconsistent in that statement, and
.in their oppositions to the tax crédit proposal when they provide this
$250 direct grant to families with incomes of $16,000 and $25,000. That
is & wide range and it is inconsistent with the idea that the amount
ht to be based on need. . . ,
r. Covonv. I think that those families also are in need when they
« are trying to finance the education of children, because I think edu- -
- cational costs have increased so much that they arestill in what I would
consider a need category in a particular period in their lives. If they.
are talking about the neediest of the needy, obviously it is not directed
toward these and there are other programs to handle those, as you
80 aptl};h pointed out, that would not be discontinued by the tax credit
approach, L o

Mr. CorneLL. The other diy, when we had several college presidents
testifying, I did not anticipate that they were going to oppose $1.4 bil-
lion that was going to be available totollege students. But one of them

. did point out the lnconsistencﬁ' of the administration’s saying that we
oug t to base it on need and t e?ome along with this broad range of
$18,000 or $25,000. They all get th&same thing—a $250 direct grant.

Mr. Covanrin. That is another reason why I don'’t feel that the tax

- credit approach should be criticized on the basis of need.

Mr. Forp. Does the gentleman from Wisconsin have any doubt in his
mind that the two to five or three, whatever, billion dofars it, takes to
patch together a tax credit program that makes everybody happy is
going to come out of the columntitled education? Do you think they
are going to put it under Defense Department or somewhere else?
Where do you think the money that is going to pay for the program
is going to come from, except from the programs you talked about. -
The President the other day indicated that one of the principal reasons

th’eﬁ decided to come down against-tax credits for higher education
is that inevitably, however you broaden tax credits—for example, if .
yu try to do something about the inequity of dealing with the part-

ime student, we simply add morte cost to the program—it will be at the
expenseof the existing program for poor people. .

For that reason, they felt constrained to op that approach. No

matter how you do it—I think I am quoting Father Healy correctly
when he said that they had come to the unanimous’ conclusion that
tax credits could take money from the poorest people and give it to
the richest people. ' :

b
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R Ktewﬁh If he_ail_talkjing'. tax..deducf.iona, he may benght, but

¢ Mr. Qom. Ityou will yield!
“;MpForp. Whereo you

the money is going to come from? o
e M ‘ pple do not pay tax. When you look at
.. the'ehergy tax, the tax credit is always more of a benefit to the poorer
f” ded to a richer person.

5 pegple; A tax deduction is more of an advanta »_

: Fﬂ.l“m Not tax credit is paid for by money that had been .
o .ul}o’dbyo\it.riﬁht" vaats for poor ‘ltﬁ)e. IR .
* -7 Mr. Qore: 1-do not buy that either, We are going to enhance the

p R B . . - . *
- f%themnm more people who will with me who think that -
we ought to increase the grant program, the work/study and provide -
the tax credit. I think people who are middle income and upper income
~ would be more willing to see the grants go to the poor and the lower
income if they do get some benefit from it themselves. o

I used to fight that idea, and you used to work for that idea. In
fact, just a few Congresses ago, to help the middle income, I could not
understand what happened to you ‘onks over on the Democratic side-
when we were trying to help the middle income. I thought it was just
us Resublicans who were supposed to be helping them. = o

. And we switched and went to the poor. I came to.the conclusion we -

ougiht to halp the poor and the middle income, both, - '

Mr. Forp, I hope you take note of what Mr. Quie just said, because
in your statement you said that no one has paidi\any attention until the-
recent furor over tax credits. ' '

Some of us hn‘x;sLb:}n/batte d and bloodigd in trying to expand j

programs for the mjddlg/incorfie. . _
But for the\focus-ef the tax credit discussion has brought on the
middle income ‘plight, we would not be where we are. We are very =
grateful for that. None of us suggest that tax credits, in the absence -
of some other, approach, would not be an effective way to get some
" money to middle-income people. '
What we are discussing, we think, when we are comparing tax credits
“with the approach that is before this committee, is the question of
whether one method-oves the long haul is a more effective way to de it -
-than the other method. We do not contend that tax credits will not do .
anything for the middle class. o
The question is, whieh is the most effective way, given a limited
amount of dollars? Mr. Quie has consistently, in my years on the
committee, voted for higher appropriations than Presidents have been -
s, Willing to ask for and higher appropriations for years than the Appro-
e grintions Committee was willing to suggest. And Al will remember
ow many times we stood side by side fighting for money and we have
never had any of the existing programs fully funded. - _
Every year, it is a fight to see how much we pro-rate, take away -
from people. A fter this.committee determines what is needed, we have - -
never been able to get enough money to fund the programs already -
.= . on the books. o . o
« - . Mr. Covonrin. That. is an argumgnt £6r tax gredits, because you
. do not have to go through the whole opriaions process and the
uncertainty of that each year. It™1s ing6 the, law, it is auto-
- » matic. You do not hdve.that problem. ‘ '
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. Mr, Fom: It is an sutomatic expenditure, sort of like the welfaro

" costs that are fixed over there at HEW. When you get- high un-
efaployment and these fixed costs, these automatic escalators go up.
It takes mofiey away that would be available for targeted programs.

When we get the budget from the President, thers is going to be a

column in that budeglet that says education*funds. Jt is going to be .

"+ broken into higher education, and we will have already spent over $5
‘billion out of the President’s budget for the year in edutation tax

credits. He is going to take it out of what he is willing to support/and.
the Office of Management and Budget is willing to support foredu- - -

catigp for.the year. - = : :
Mr. Cotenirn: The same argument can be madg on the $250 grant.
. It is the same argument. " _
" Mr. Forn: Of course. '

. Mr. Qure. If you would ]f'ield, social secufity benefits and the GI
y until we got into student ajd programs

bill as well. I was not rea

in the late 196(’s and 1970’s that weé really were aware of the extent

" to which socjalisecurity benefits actually provides aid for students'in
- postsecondary education. _ ' o

I think you are-right that they will take this just the way they do

-~ the social seenrity benefits and the GI bill, and in that one special

~-analysis of :
analysis. .

Mr. Foro. Xqu-ms;q;eail{ot}‘iér inferest_ing proposition ‘when you men-

- tion social séeyrity' dducation benefits and veterans benefits.
There is probably no particular category of higher:education bene-
fits that is as contréwersial in the education commurity today as vet-

erans benefits, The problem arises out of the fact that an agency. :

that is not education oriented has to define such things as a full-time
" student. . : s

_ The suggestion is that it is easier to administer tax-credits be:

cause you do not have to go through the maze of HEW. The prob-
lem we find.is that agencies who are not in the education.business

have some difficulty keeping current with what a full-time:student’

really is. . . 4 o
. As a matter of fact, we have had some lawsuits this year brought
against the Government because of restrictive regulations. Presum-

ably the IRS will write the regulations to go Wlong with the instruc- -

tions on the 1040 on“what a full-time student is to entitle you to the
~ tax credit. - ‘

One of the concerns we have is putting the IRS in the business -

" of deciding who are full-time students. For that matter, to define a
student, you have to define an educational -institution, and I would
assiime that you would agree with me that we would expect them

. to do that. We would not want somebody just to-create a s¢hool out -

here, call it a school, and be able to charge tuition and have people
take the tax credit if they were studying the flight of the geese. this
.- year, or whatever might come to their fancy. .

What happens is that what looks like a simple proposition gets

complicated when you try to define terms like student,} schoq]:}nnd'

full time. -

Mr. CovgHran. Sp;eoiﬁcally on schools now you &an make a 'rc%a,ritw _

ble contribution to a scheol. That is a defined t}'iing.!é;.’l'heg""

- ¥
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defines nchools but the RS definition. of .achools
mpediment to the academies, for example, which we try. -
fully to avoid providing support for. . - Co -
i ¥iow ‘of education is a little diffepént than TRS%s. We have ° ...
‘niever: accoptedj.on this committee, the S definition of a private = . °
x-M'r' ,&No'..:;.:f:_ o \. T SEEE A ..' L .
Mr: - Fosn.-We.were always very. reluctant to take their definition." ..
‘Mr:: Qus. Tt ia_zngt'enly:charitable contribytions, but. those ﬁplet-.

. whiate my age, who have students in college find that studem do = ..~
.ﬁot:ﬂwbysg:‘tdfcollegewmmly. They have to get.an<IRS . . - -

w
th

" regulation. whether you - cagiiftake your son and daughter as 'an - = -
- axemption or not for the tifhe they have gone to-college. They have.
. y worked with a substantial portion of that. A ST
- Mr, F But it will require. substantial

: JRD. . : ilatory supervision
. by TRS to:determine that the tax deduction for that particular year .
- is a legitimate one. " o . : U
" ."'The beauty of it is, even though you can get yom" withholding ~ "
" reduced because you have somebody in college and ~you have to -
. justify that at the end, by April 15, it-is after the fact,. .=~~~
:.. " The.problem that we have had with loans and with grants is that =~
* . they come before the fact. Then you have to try to get-that money
~*, - 'What we find in IRS is that_the parents of these tend. to be
“.-honest. By and large, parents are honest. It is an amazing thing that
®" happens in this country. People are filling out their own tax returns
wiand charging themselves and giving it to the Government. The JRS . - -
¥ .->‘does a spot check, but when you loqk at the millions of people who . /\
b pay taxes, their integrity is amazijjg:" The same is going to be true:. . .\
% Ay much greater integrity. in .the' tax credit than in the grant =~ "~
o ¥, st _ .

e M. ';;éﬁtgn'I think so. The IRS has been devilishly clever at
~ having:; nt'and honest system. People are less likely to cheat on -

mving hn e
an‘income tax return.. { Cos L
~ MF. Qure. If you take a percentage' of people’s income to pay back.: :: -

. their loan with, those people are much more fearful of IRS, of cheat:
ing. than the local college.  ° . S , R
*~ Mr. Forp. One of the concerns that the education community raised
to us, and the Secretary testified before the committee the other day,
_iscash flow problems. S o S
With all the strains on the middle income, when you try to package .
* up money to make the decision in the summer of going to school in the
fall, you have to look at what the resources are going to be. Even
- though a tax ¢redit of $250 is going to'be due for the money you put e
“out this Septémber, it is not going to be received probably until next. . -
spring or summer sometime, but’you make up.the gap in the rieantime. .-
* " The one advantage—although it has to be done in front, as Mr. Quie
_indicates—of having a grant is that the grant is there. It is literally . '
in the bank for the school at the time the school starts. While it does ..
take time foprocess paper, the student starts school at the beginning of
the year because it is going to be forthcoming.” . = A
Perhaps the schools could work out sprie sort of a Joan arrangement
to consider the $250 tax credit at a latér dateasa receivable, but we get
- them back in/to making the kind“of loan“that they da not now make.
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. M. Chnimas e usk had th preident of the '

. Body. of the University of chh?gan here the other day andone’
brns, and the students out there, that they applied for Fed-. =~
sance last year for this year's college.and they still havenot
o the Government. At least the tax credit iscertain, . - .- o
have to fill out forms and have that processed by HEW and . . 3
'shirfffe ‘all-of that paper; there i8 much less certainty in' that, than -.. .
ngthat: °‘§mg°mfto§bt{°m'taxcred.ltu ot e
)y, 1f. you woul ¥1 d, I mentioned 8 little bit earlier, you.. " ..
‘do/ehat on’ your withholding. You can have.a lesser withholding: . ~
I’hga\ﬁxmlar experience.this year, because the pay inorease came.I . .~
;;%de&grumuld_gi_ve it to charity rather than give it back to the
“Fbderal Government. There was no sénse in my paying taxes on all .
+of.£hdt and not having that money, so I ¢changed my withholding so - : v
I ¥ildhave a substantially reduced amount. S
- That'$9,000 worth of money went to charitable contributions. The
- samething can be done with the tax credit. However, you change the
* ' withholding so that you have that money. You then have the account-
.5.: +ing by April 15 the next year when you had better make it accurate,
“11; orthey aregbinftogetbackafteryou}again. ‘ T .
o " :M¢: Foro. If I may be facetious for a moment,Al, that sounds much- .
i -:"'ﬁilﬁﬂerﬂmnthqwaywe doitnow. : R
covoon Mre, Qore, It sure does. T v : ' S
! +: Mr: Forp. This could be called the H & R Block approach.. . | -
7oy "Mr. Cornell? . N B
i ' ‘Mr. CornELL. I would like to make one last statement. I think Larry | -
.7+ und othérs-who have pushed for this tuition tax relief have really made \ a
»" i a.contribution. It strikes me—and you alluded to that in your state- I

+ ' ment—that when the allministration-came out with the budget not- . -
. '~ . Tong ago théy talked about a $250 millioh ingrease for thcse prograims;
" then all of & sudden; they saw the light of day'arid decided they needed '
"'+ $1.2 billion more. I doubt, if it-had not been fdi:the drive for tuition -~ . - -
tax. relief, that the admihistratign would not have;come along with - -

. ..:;,_.-‘..;,addi'tionql fonding.

iy Thank you, = <K L L R4

< Mr. CovanLix, Wedibe:delighted that the administratio
- ".’ » n . . A

A

"o

oL" ,t.ﬁneed.

“Jfr. Fono; Alkpf s would agres with that, T thought I sa

thesgme -

_thitig-a few. mc ago. We are not at the point of wantjnigtofight ~~ .- he

. - the'battle of tag¥Mits. We:will let the Ways and Means'Committee -
- 'worry about tha€®y itself., *v .. - " T o oo

: We are at the point of measiting this approach agiinst alternatives = |

which not only:include the tax credit but the tax deferral program

. - that isbeing adydcated by sore péople before Ways and Means. There
', are a number of variations on the samétheme. . e T
" - 1 appreciate very miuch: the opportunity we had to get into this

record the kinds, §#epmpdrisons that Yoyt have made. -

Mr. Buchanan§ - 7 ¢iog w0 8 T o
u,-"ﬁp.; Chairman.-I, to@, commend the

.. "Mr. BucHANAN, Thaﬁkziv’q aif .
gentleman - for his'.leadersll‘l’? over a'gél‘iqd' ‘of time in-this area. As i

* gomeone who has cosponsored tax creds lpgislation, I am éertainly not
" hostile‘to that approacit: P S-S SN
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- wayto provide this relief to mid e-
' taking away from, low-income

proghm,\because we:do not get the sufficient appropriations.: .

. takes away from low-income families by expanding the number of
. people ‘eligible from the same, or just a shghtl larger, pot.-

T therefore want to urge the gentleman and his Comnuttee on Ap-' ‘
propnatlons to take a really hard look st our authorizations for edu--

cation, because I am very much afraid that we could provide this

S 'Pemnally, L have come . to somewhat {avor the apptoach of the
* administration bill, However, I wﬁly feel that we. must finda
e people w1thout penahzmg, '

“T have more of. 8 statement than 8 questlon My greatest concern. 1s" . 4
tist whatever:approach we take, #ax credit or this grant and loan’ ™
 program, it will provecotton candy, especlally with the grant and loan ~

.-~ 1 am also concerned, similarly, that, we will not get close enoiigh o .
ffull ‘funding for the™ progra.m to become other than something that - ’

p;;;‘,i:w"

authorization- for: relief of mlddle-mgome families and then the

- Budget and- Appropriations Committéés, will not eoncur with us. -

- After that happens, and we make niore peo,plp eligible for the same -

amount of money, .we have, in effect, trang

* to middle income some of the assistance, .
-I hope that the gentleman will look with gres

~on our authorizations. S oo .
Mr. Coverrn, Thank you very much. ' '

ed TOom ldfw mcome

~ As T said, one of the beauties of the tax credit approach is that it

i not subject to the vagaries of the annual appropnatmns process'
nd the uncertainty that comes from that. ¢ * .
“Mr. BUCHANAN. Thank you, Mr Chairmain.® S
Mr. Foro.. Mr. Quief - : o A
'Mr. Quie. Thank you. h

T appreciate your, testimony. As I xﬁéhcated when I asked the gentle-

N i o’
A Y] “l‘

man to yield, I strongly support the-tax credit, but. I would like to:’ b
see us improve and expand the grant program that bomes out of th:b{._.-_ o

" committee.

‘While I had some reluctance when we extended it'to go all the way" a

i} tﬁ $1,800, since we did change the law, I think we ought to be funding

nd I strongly favor'that. ./." -
- Patt. of %\

gross "That" means about a $32,000 income.

g‘rant programs at $1,800: That is what the admmlstratmn does_

d e administration bill that I have veservatlons about is o
s thut;$250 for everyone from $15.000 to $25,000, whlch is adjusted - .

Instead of using the current:80-30 percent “tax rate” that is nnﬁhad’-'f" |

" in the administration bill as well as in present law, I would K
propose a 14-percent “tax” rafe. Above the family- offse.t,,allowance

and graduate the reduction so that at a little over $23,008:a family -
-could ‘still get a grant. Under this BEOG it would ‘operate.as the.

e.fo

program did_before, but those bgtween $23,000 and $25,000- would.- _

= not be receiving any amount in & typical famlly

That is rea,lly the way I wou lke to see the admmlstgatlon bill-'- ':, -

changed S

I still bekiave that'the return we get in thls country for people g01ng"' -

* through postsecondary educatlon is enormous We get the revenue
back later on. ,

- : -,\;‘ T
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‘" - T am really disturbed that the percentage of students from families .

* above $17,000-has decreased as much as it has from 1967 to the pres-

‘.;';‘ " ant time. Some say that the draft had something to do with'it and, - .

t is why I believe that we ought to have the tax credit. Then -

1" because it i8  variation between in.g‘m lovels.

dire i5°assuranice, you do not-have te'w )
weld"be; or what the appropriations would be. There would be as-
SUNANCe you would receive the tax credit;when your son and
- dsghter goes to college. - Lo :
-~ With that assurance, I think we would motﬂate_pa.rents with that

subconscious thought when talking to their son or their daughter dur-
" ing]those years in developing their decision whether to go on to post-
. sepdiig q?ednoat’ion or not. That is my strongest support fortax credit, - -
nd of motivation, . -4 . T
g;'g[l;&qus impact on the students. -

arents have a tre

o

Mr:A OUGHELIN. ‘The/geftleman’s point is extremely welPtaken.
X" Mr. Qure. Thank you™ .~ sy o

"\ Mr. Forn, You do ndt touch on this igj;your'statemént, but what is

. .your reactipn¥'the portion of the Prégident’s proposal that suggested

. that we take the guaranteed student loan. with subsidized interest— -
" in fact,\totally subsidized interest to the due date of the loan, plus a'

-.it-may have had something to do with it. I believe a great amount, ™

about what one’s income . -

subsidy to the lender and the service fees'to the lender that would en- T

coura%e them to make the loans—up to an adjusted gross of $40,000,
depending on family size, would be‘as much as a $60,000 incomgilevel, -
R % you tliink that'is o desirablé¢-approach?, . : N
i . \Covattifiw, I think, as I iieitioned earlier, that there js Soms
v pid-tha) Should bea matter of right, not as a matter of having to goto, _
" abanktoapply for a loari, not a matter of fillihg out forms for grants, o
mpt- matter of having to file persopal financia] disclosures on the stu-
“dent, grant:It:should be a matter of right, and I'Wgink that is the thrust
f the tax-credit approach as opposéd to hayj ' more loen approaches .
ave 161G u'ﬁmyé&qfﬁle all sorts of
icore: family on welfare,

a

apers, where you have to put the middgfeci

hich I do not'think you shoild bedoing.: 25 0 -

- Mr. Forp. Let us.assume that a middl&inéome family with a budget

hist says you squeeze oiit $500 o year fo pay tuition which wou}d make- -

" them eligible for the full'tax cred »is pretty much straining at the

© " "'}imit of what they &re going to'do: That 1s ot goingto put thestudent - "
“*ini‘school unless. they. «re Foing t6"go to- a: school that doés, in fact, -

: iré:Jooking down the:barrel of tuition costs as

e only $500. YWig iré:
Ras $7,000'a year. » 5i s . S
6:1 <of the things:that we have seen happen, particularly in.the -
- private sc , ,
.. = erans”: program, for example. Practically all of these stu ents, be-
+ s danseof the poor way in which-we have written veteranslegislation in -
i Pecént years, are in.the lowest cost schools. Not only- does that affect
" the type of school they are attending, but even the part of the country . °
whers they go to school. They are seeking out, intentionally, the cheap-
est-education package they can find because it. is the only way that = -
they can survive in the system that we set up for them. - Lo

T
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When I went on- the GI bill, the uestion of where I selected 8 sehool.
"+ 'wasnot really important to unylm&y—exce t me becaiise the VA plcked ~
" . " upthe tuition costs.
o We donotdo that for them anymore, and it has not had a very \
o eﬁ'ectm terms oféteal preserving a good mix of middle-class students ;. -
~. " being in all ypesf sclvlools We have seen the low-income student using - . -
. hisGI bill, gomgto very good schools, but going pnmanly on the basis
of an economic consideration. , .
The loan does make it possible to gét up to $2,500 on toq of wha.tever‘:
resources you have per year. That doés not become an ob ation until *
. after school, and it clm oes not accrue any interest on the of the loan "~
.- -until it is due for repayment. This is the same ‘way t e,t we have been
¢4 - .doingit for low:income studeng.s .
-~ . This has a very strong appetl to people who see the dlﬁieulty of put-- -
mﬁa $5,000 or $6,000 package together.
r. CovgHrIN. I think the Chairmands point is well taken The more
‘ *\expensxve schools you may need the tax credit and some other form of - .
assistance. That is what you have other programs for, to help compen-n,, "
sate for that question. .
" T .think there is also—a school 6f thought that says lf you, ha“ve an

- .assured tax credxﬁx_}lg@dﬁh g
‘:'fﬂmn , and also increasing the number of poténtialwppli

.*.cants who can now apply to a somewhat more expensive:s
. There are a number of different theories onth t at qil i
% are raising, which I think is it #00d one. . L
‘Mr. Ford. We wouldreeplzé ,,hope, as Mr. Qme i d
willing to support both, approuche in
.possible worllls, we' ho y thb:t you. would decide on both. gpj
Isay that in full deference to the: yedrs of effort that you, ha
a particular approach'that yotufaver. : : :

I would like, in closing, to:draw. attent jon to your statement on page 3 .
where you talk about the: magmtude of cost, the amount of money for -, -
administrative costs that is magnified and oxpanded in State govérn-
ments as well as the college 1nst1tut1ons themselves You use Mlchlgan ,
State, saying that: : B

. Acs:o,rdlng to a recent remrt, the unlverslty has had to.hire 50 extra people jnst /
L. to keep'up with the paperwork involved in loans to students attendlngsthe sghool
. We'asked tlie National Association of Student Financial Ald Ad-
" ministrators to break that out for us. They could not find the report
: that you are referring to, but I have 2 letter‘here from the executive
; ‘secreta,r‘of that association, dated yesterday, statin that e falked
_ toMr. Henry Dykema, dlrector of ﬁnancxal nid at Michigan ta £ who
. mfprmedthem that: Lo o
In spite of the fact that they are handllng 6,000 loan applicatlons a. year and -
. have been experlencing,.an increase of approximately 200 applications ger year,
thie lgst fiscal year they have only increased.their loan collectionsstaff by one
porsoﬁ and likewise have only added two clerical people to their student aid office.
Mr, Dykema also indicated to me that, in spité of continued increases in stu-+ -
'dent aid In the State of Michigan, he was certain that the University of"\llchlgan o
" had na additional staff to handle the ipcreased volume for this fisecal year and -
i llé{g:’jis:mtge State ngenéy which has Just lnltlated a new progrnm,\nlso has not
PR {

-~ . -
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16 us with ) mth theeource of thatveportl
v. We w1ll supp lg ab for the record.
gthout objections T

Assocmtxon ‘of Student Fiiancial:Aid Administratofs be in-

serl‘ed in the retord followmg tlﬁs colloquy angd; }he statement by Rep

_ \Hou. Wn.um D ronn

.. Chairman,. Subcommmee on Poum
. _.and Loadory House of Representati:

. ORATRMAN': Per youtg

, iy irequired-to administer. the stud
- loan,ptogram, I have, eall%di m@g/ @keina, Director of Financial Aid. -

'+ -He'has informed- mawth'a - £t t that they are currently handllng
miore than 8,000 loan applcatioti®'a yeatr-gndthave been experiencing an increase -
.0 approxﬁnately 200 applitations pex: yeﬁ #the last fiscal year they have only

eed thelr loan collections staff by One perdon, ‘s clerical asslstant. and llke-
, Have only added two clerical people to their student. aid gffice. . -

: Mr Dykema alfo indicated to me that, ‘{1, sbite’ o¥ conitinaed mcreases fns
———td-trethe-Sinte-ot Michigenie-wag certain that the University of Mighigan;
* no add.}tlonal ‘staff. to handle the increased "volume:fox' this fiscal year, a
*"+Iikewise the State Agency: whlch ‘heas™just lnitiated a new.prqgrqm 5 8

1 not-ndded staff.

C . Dpan-Mp,
haa “at Michigan Stg

v DP
ﬂx&é. A s‘sl*ou feel it would be hélpful to’ you and the Mes rs»ot the Subcomm t
: ncereiy : K
- o : DALLAS MAM'IN, Ewecutive Seoretary

Mr Forp. Thank you very much fpr your help.
- Mr. Covggran. Thank you very much, Mr. Chairman.. ¢
' Mr. Foro. We tried very hard to get you on last week, but | we were
really usider: the gun. .
ir. Covsnri. Thank you very much for your courtesy today L
r. Forp. Larry Zaglamczny, Coal1t1on of Independent College and

Un1vers1t Students.
1“[The plyepared statement o{ Lawrepce S. Za lamczn follows ]
P\ g y:
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‘would.ask that the letter ﬁ’om the = “

ould be har & to try. to collect more speclnc \ler a longer perlodl of i

R
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additional staﬂlng__ ..
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-A-’"ﬁ ’ S'!'Armn'r oF Lawﬂmcn S ZAGLANIOZNY NA'rmNAn’ me:ron,. s
i ‘VCOALITION OF- INDEPENDENT C MEQE AND: ﬂx

ald budget. . )

. Md to mlddle-income students is one of the hlghest prxorlties our organlza-
tlon has set. The Coalitlon has long held the view that our 1ndependent instltu- L P -
. tlons wore in danger ‘of becomlng s0 oxpcnslve tBat only the: dxsadvantaged, uith A

"student ‘aid, apd the. rlch could afford their costs. 4

RS - 'l'herefore, Mr J@almn, l publicly applaud and glve our student's approying

._‘ :, thanks for this initiative that ulll aid additional millions of the natlon s'” )

3

students. President Carter must be commended for his recognltlon of the prohlems '
students face in attemptlng to flnnnce' their postsccondary cducatlon In fact, N . l :
we believe that many individuals have not been ablc to attend college because of "

the hlgh costs, even though they were membcrs of the middle-class. It ls certaln .: '

that many -individuals would have attended: 1ndcpcndcnt collcges or universitxes if‘;- S

they had bcen ellglble for student aid. This legxslatxon helps to allevlate that
_problem and will allow more studcnts to sclcct a collcge bascd more 0n educatlonal

r w. rather than flnancfal considerations. . ' . Ve
. .

Howevox‘~ uhxle we give all due credit and- praise to the Bresident for. lns

lmnanve, ue do \ush to warmingly thank, because we sxncerely apprecl&te their

offorts, all the Scnacors and Congrcssmcn that havc offorcd their oun middle- '

~ " 3 N

lncome student assxstance plans ‘or helped the Admlnistratidn form the curront

presxdentlal proposals Explxcltly, Chairman Ford and Scnator Clalborne Pell ’

dcserve our hlgh pralse.

so, wc commcnd Senatdr Wlllxams and chrcscntatxves

.

Pcrkins, Brademas and Tho

Ml' Ch:nrman, while it is often thought that our

e

representatxves ln Washlngton are ln debt to the\populntxon they serve, and they
"'are‘ yet, as students we are ln your debt for ‘this addltlonal ald. : ) s ' t
e .‘ . Unfortunately, 1 have not sufflclently studled the legxslatlon nor - have I ‘
: been ‘able to consult adequately with the Coalition' anembershlp to speclflcally
comment on. all ‘of the aspects of this. mddle-lncome assistance program, 1 respect- Lo ) s

fully ask the commttee for an addxnonal opportunity to more fully testlfy before )

you 0n some minor changes we mght submt for your conslderation . :
l . ' )
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Ql the oﬂm‘ hand, 1 mld uke to suuut tvo additions to this progrn :

that wlu even lorc hxpand tho -1d opportuntlos for llddlo-i.cono studonts, oo

' ospochlly thoso who sttond indopondent collogas and mlyersitios: ; “ i R

Mr. th,imln, two. Fedorll lsslstanca prograus partiqullrly assist llddla-

. inconq studonts lq tho indepondent soqtor, the- sﬁlomontsl Educltional Opportunity N
v cunt (ssom prozn- and the State Stud@nt lncentlvo trant (ssm) piogrm._ Analy!is N

indlcltos that these two. pfogrmreach 3 highor percenta

ln thoir current oporltlons, than any othor Fedotal -8 lid pfogran, asldo fron

the. to‘llogo NOrk/Studysprpgran. _. lf those t.wo prograns we nded, as’ wo rocomend

N

it is’ our belhf that thoso aid trends would contlnue and increaso the numbor of-

' students w and amount of ald rocelved . o IR o

}.. Cdnsoquontly, Mr. Chairman, the Coalition pf lndependenk gtmoxo and :
e Unlverslty Stddents rocommends that tho bill bo marked up to includa an increase 1n

'the SEOG "threshold" Mo million dollars and-we ask- that the SS[G prrogram, whlch

. . llds both states; and students, be funded at 100 millicn dollars for FY 1979 Thase

p@poslls will add qqu 253, mi1l4ion- dollars to: phe Prasldent s progmn and wiu

. greatly 'enhance access to colloge t'or the middle-incomo, cspecially access to 1ndo-

1. vels, thep tho proposed package would more completoly serve students fron the

middlv'pfass. v L - o I . SR

N
Tho Prosldent's proxral. alojlg wfth the changos COPUS recomonds, w0u1d

O ﬂeunln-to t.ho need, for an inoqult-bm and wasteful tultlon tax crodlt which um E

help dostroy indopondent hizher education Any Member of Congress who wishos to C

] hglp nlddlo-incolno »students and’ famllies should support this. student assistance

roposal. B {1 wln meot tho goals that a tuition tax credit is sugposed to ¢

. sccomplish and do so with a responsiblo. fiscally sound -and reasonablo ptogru :
|

. of -nid which is so well exemphfied in the President's proposal., . -~ ’.-
- . ‘

" K ’ " ' Again, _Z&aimn. we recommend changes - in the SEOG throshvld fundinz q
) ,‘“ the" SSIG at a.fiore advanced level™ and- the defeat of tuition tax ctedits @ f
.
"+ This propoud lozlslation will aid’ tha middlo- income more than a tax credlt

_'and we, un;a its adoptlonwith minur changes. Finally, ve thank you for thls ¥

of middle-lncomo s!udontl

'.bendont 1nstitutions If tho SEQG apd SSIG, programs wero funded at the Coalition 's
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COALITION OF INDEPENDENT COLLEGE AND UNIVERMITY;

STUDENTS

YW

Mr. Zagraniczny. Mr. Chaivinan, I ami ‘Lawrence Za laniczny,

an.lition of Indef‘}é‘ngient College'imd Uni,versit{ Studertd, ¥ am apol-

:E‘lzing for not having a statement for you. I will have one very.
ortly. I had to testi Kesterday in front of Ways and Means. **
Mr. Forb. If I could ask you one question, when you referred to the

wo L.t

STATEMENT OF LAWRENCE ZAGLANICZNY, NATIORAL DIRECTOR,

.2
Bl

.
’

&

' "independ,ent college -and. university students, do you mean the status

of the college or'university ? _ -
hgr. ZiorLaNiczyy. Right, although we do have some independent
students. T . R :
Mr. Forn. Nonpublic colleges and universities, which is_._a.nothefwa.)"
of puttingit} - 3 : A >
rZAGLANICZNY, Precisely., .~ . .. - -
ILgipologize agnin for not having.a statement for you. I had to testify
be the Ways and Means Committee yesterday and I could only type
. 80 lr;g\any statements in a week. I will provide that fo.you Monday. =
lirst of all, I want to thank you, Mr. Ford, and Mr. Thompson, Mr.
Perkins, and Mr. Brademas for having gotten this Middle-Income ds-
sistance Act off the ground. It is a long time in coming. '
COPUS, sirfce its formation, has consistently: pushed for more aid
for the middle income and up to this point, we have been unsuccessful.
But I think that at this point in time, President Carter should be

commended for this program because it will aid the middle-income .

students. S

I want to thank staff members—they know who they are—because
they have helped us in terms of consulting with us as the program has
been developed. We do have a couple of suggestions for amendments.

The first would be that we do support, very strongly, funding for the
supplemental educational opportunity grant program. We would rec-
ommend raising the threshold $100 million in 1979, $459 million in
fiscal year 1980, and somewhere : between .$500 and $600 million
in fiscal year 1981.

We would recommend that the cap be taken off the loan ceiling, the
$41,000 cap be removed. We would call this Oliver Barrett IV amend-
ment. Oliver Barrett was the character in “Love Story” whose father
disinherited him. Even though he was rich, he had to beg for student
financial aid. If we took the cap off, Oliver would be able to get a loan.

We would further recommend increased appropriations for the
SSIG program, However, that is an appropriations matter; I do not
think much can be done here by you.

I.do want to méntion that we have always wondered about what is
the middle income, and I would brinE your attention to an article that
appeared in “Across the Board,” published by the Conference Board,
and the title, as you see from the Washington Star indicates, ‘“Affluent
Class Grows: 11 Million Earn $25,000 And Up.” T '

The 80th percentile of income, according to this article, and in the

* Conference Board of Education, is $25,000, and I would quote from 4 -

UPI dispatch
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for al‘lo-u ch.t. mh rn:nlu a_minimum of §28,000 ndyur. necoaw -
more pefesn ation's purchasing pswer, and now numbers
millich families. .

po N
© The Conferegce Board reported today this so-called income elite repsesents the .
- upamtounn.s.-umnamqpm L P
" Nationally, there hagsto be aid to the middle income. The question -

rul‘lg has to come down to which plan is the most appropriate means
for delivering that aid ? ‘ o
President r has ;ade it abeolutely clear that we will have #§
increased student aid owa tuition tax credit, and I have no doubt inm '
mind that if wénhave the tuition tax creditthat the President wi
, gither, in the future years, not increase stugent aid tplzropriations or
some othgr horrible thing. o .
1 will.recommend that, she tuition tax credit be killedlin this Gep-
gresss] know there 8 a great deal of suppoft for the idea but, in'thy
. view, it is the band-aid approach to aidipg thé rg;:gdle‘inoome; How-
ever, tokeep in the ball game, gre have recommended our own solution. .
I wogd like to stress a le of things about tuitios tax credits. '
Will ¢hey increase m to America’s colleges and universities! No.
If you do not hav money to pay for college tuition you cannot
get a tuition tax credit. -~ N v '
Student aid will give ptople money, up fropt, so'that they can &{
- the bills, and I have to say I am really surprised by people sgying ‘
student assistance i@welfare. I think that 1san un r,clir’iucteriwion
- of programs that aid students and allow them to get an education, *
which is probably the most important thing that happens to'a person
intheir life. - Lo -
If we look at the tax credits, lét's look at the facts. We can provide
our statement from the Waystand Means Cgmmittee to you, but we
have some resear¢h. Qur research, shows that of the Nation’s -
colleges and universities, this is a aomprehensive stm ing Federal
informatiop, we have found«that of institutions t %sharge under
$500, 56 t of the public school students go to those institutions,
preeefitly enrolled students of the Nation's population, 56 percent of
~ them go to schools thi# charge lesgghan $500 twition. i ,
¢ _ That means under $500 tuition p m, we are providing them with
fregjuition. I km')‘:'yery few Members of Congress who, either through
the appropriations”process, or through using tax breaks, are in favor
of using U.S. Government funds in whatever form to pay for free -
tuition. e - ‘
Now, if we consider this, let me sayon private schools, less than 1
nt of those would benefit from free tuition benefits as instituted , *'
by a tax credit. If we look at schools that entoll, whose tuition is $1,000
or fess, we find that 4 percent, approximately, of the private schools
chargoe less than $1,000 in tuition and required fees—4 percent of the
enrolled students, while, on the other hand, 97 percent of the public.
school students go to schpols that charge less than $1,000. How are
igate schools going t&compete with schools by instituting a tax
redit whose cost is free, while in one fell swoop vou cut the tuition in
half for almost all of the public scho#l students, where you may give a °
$500 credit if vou go to a school that charges $4,000, you may give them
a 12.5-percent benefit. That is unfair. )
I think that tuitSon tax credits, and the way the current bills have
: introduced, are going to be the death of private colleges, perhaps.
~ Thit is a little strong, but they certainly gre not going to help.

'_ o o L’
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80 I would suggest, in conclusion, that we.are convinced that the
most effective solution to the question of fimancing of:an individual’s
ndary education, especially- for low- and middlé-income stu-
gents, througl a reformed and fully funded system of student assist-
ce. The President’s proposal is in the right direction, will accomplish
:)h:k. goals of tuition tax credits with less cost and more bang for the
u . ‘ :
Every Congressman who is interested in aiding middle-income stu-
dents should support the President’s plan. Presidsnt Carter has made
it clear that we can have increased student aid or a tuition tax eredit,
but not both, and I ba}ieve him, and I think that tue needy students
avho have a tuition tax credit will be hurt. . .
+. - As responsible and knowledgeable students who attend very costly
institutions in the independent sector, we choose increased studént aid
and resgonswe student aid prpgrams, not a harmful and simplistic
. * bpnd-aid program of tuition tax credits. U :
Again, Mr. Ghairnfan, we thank you for this opportunity to testify.
We are going to work for the passage of the Middle-Income Assistance .
.. Act,.We will give it every effort and spend as much of our smallgmount - :
of ‘funds that we have and we want this bill passed and we want i%
now, because aid to the middle-income people, which this bil
will accomplish, is longgverdye. - . ’ T .
Thank you. o .
Mr. Forp. Thank you very much for your statement and for your ..
support, even more for theehelp thgg you have’given us and the staff -
i developing that package that was crystallized in this partioular-.
legislation. ot .
A8 we ize with every piece of legidlation, phis bill, when it
comes before this committee, will likely baehanged in some ways. We
. certainly are going, to take your recommendations with respect to-
*change to heart. i ' '

) I would like to obsgpve that at the very first hearing on the bill, .
Senator Javits of New York stepped 6ut front with your proposal of
taking the cap off of the student loans. I think his observation, if I

* can payaphrase him, was tht student lonn cap that you put on is too - .
® high and yomraregoing to catch 95 percent of the people in the country
anvhow. Why- not just take it off and et everybody have a shot at it?
»  Tho oply response th#® anyone had to that was the political problem
» that emanates from suggesting that you .have a universal program

~ that goes to averyone, that has dimensionsghat people not acquainted

- with the realities of where middle incomf and higher ificome really

are in the countty which frifhten@them to the point where they might

resist the bill. S
¢ 1 think, in preparing the legislation, the figure at_$40.000, $45,000,
s was arbitrarily arrived at as something that may be salable to ghe

' Congress and to the American people. But certainjy you are not alone
in the suggestion that there nedf'not be a cap. e
Mr. Zagraviczxy. If T mag be somewhat' facetious, we think the
@« rich have a right to default also. That problem has to be solved, and -
OF is taking some positive steps in that direction. '
Mr. Qure. One of the thimgs that T would like to walfe through

wifl you intrigues me. T have not heard that presented Hfore, that

»

-
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v _ ] , ' >
if you had the tax crédit did you say that private colleges had to *
i hsvy::'mnthing around $1,000 t.u¥tions! ¢ . ‘
- Mr. ZaeranioaNy, I donot understand. ' '
- Mr. Qum. You said that would make it more difficult for private,
* independent colleges because they have a higher tuition?
#,  Mr. ZagLaniczNY. Ninety-six percent of private colleges have tuition
over 81 & . : . . , .
Mr. The public colleges?
Mr. ZaeLANICZNY. Ninety-seven percent are below $1,0([)li Even with
the half coet, our point is the present tuition tax credit bill, the one
here, will cut their cost in half. How can independent institutions

OOI;FM
- 7'Mk, Quiz, It is better te/pay 100 percent, up b $2501 I do not under-
stand liow you are-better off by paying 100 nt of up to $250 for
_ the middle-income student. e )
» M¥. Zagraniczny, I would have to agree.
Mr. QuUIE. A person goes to a community college in California with a
$50 tuition. You get $250. If you go to one with a $250 tuition, you still

Wc .

It is true that if you go to one with $4,000, then you still get $250.

Why is that not even more of an inducement to go to the public, low-
coet institutions than the tax credit?

Mr.'ZaoLaNiczny. It is only affecting that ranﬁof $16,000 to $25,-
000. I guess it is 2 million students. I agree that the BOGS pro-
gram and the President’s proposal could be amended to be more
sensitive to income and tuition than the current program is. That is an
amendment for either next year or this year, depending upon funds.

Mr. Qure. You could do the same thing with tax credits, by cutting . .
it off at certain income. For years I have introduced tax credit legisla-
tion that would give 100 percent credit up to a certain limit and small-

_-er percen or darger amounts. The credit would be reduced by
2 percent of the-amount the taxpayer’s adjusted gross income ex:
. $15,000. You can do all kinds o? ings like that if you wish to reduce
_ the benefit for higher income people. /\
~ What you are talking about is a principle. I do not see how the prin-
ciple changes with that. It affects fewer people. . a ,
Mr. ZagLaNICzNY. If we take the principle in the President’s state-
_ ment, we are either going to have tuition tax credits or increased stu-
dent aid. . ‘
- If we hede a tuition tax dit, we are not going to have increased
. staident aid. I think that id{ping to impact on futuge appropriations. -

Mr. Qurz. He does not run the Congress yet.

. Mr. Foro. Counsel got down to.a compatison. If you have a famil
idering the potential of the student entering a private school wit

a $6,000 tuition or a public school of $400 tuition, in each case you give

them a $250 tax credit. At the end of the year, for the student going to

school in the one case it is only $150; the otber case, $1,350. .

If we were able to expand this program so everybody up to $25,000 -
would be a part of the targeted population with access to BEOG's,.
presumably you would Teduce the $16,000 figure. What happens, from™
the private school point of .view, is their potential to get more mone
for a substantial part of their potential school population by expand-




confidence that that

. do not know for sure what the impact of this program is going to be .
* " in changing the student populafion. ' '

i

* ing BEOG' That excéeds the likelihood of having to extend every-

tax credits. N -

.If you had some kind of a sliding scale, such as you are suggesting,
that may work. As far as I ha# been able to determine, that has sort
of been left by the wayside by advocates. Senator Ribicoff had it in
fp(f years on the other side and/we have had something like it on this
side. e C :

Mr. Quie. That concept has been dropped.

Mr. Foso. The Roth-Coughlin approach has had ta drop that off
because it does not have much constituency out there. You get back
in the same box of people saying we are being discriminated against.

Mr. Qurr. I recognize that. I am driving at the principle. The
principle that you make with respect to tax credits is even worse in
the case of the administration’s $280 block grant from families with
incomes of between $16,000 to $25,000. In that case, I do not seé how -
you can be-against tax credits and for this $250. - -

Mr. ZagraniczNy. I think that this program, the BOGS thing, is
ceptainly in need of i:;f)rovement on that precise point. I have every

) th »will be changed, if not this year, then next year.
Mr. Qurz.I have an amendment to change it. : o

‘Mr. Zacraniczny. We will look at it. If your amendment looks good
and it improves the program, it makes our case for the Middle-Income
Assistance Act much stronger, rather than tax credits. , '
. Mr. Quie. That isall. R . s

Mr. Foro. Suppose, in the second year, we were able to extend the °
Janguage in the present draft of this legislation. Qur computer said !
it will take another $800 million to do it. It is similar to your sugges- -

tion of using 14 or 16 percent. We did it with 16 percent, and I think . "

‘we have a run on that. I think that is the one that produces the $800 .
million needed to carry a continuous line all the way out to a $25,000
income,

The way the legislation is written, it leaves the door open—and we .
havd already magclas the promise—that that would be where it would
end up. We started with a $2 billion approach being the aply Eractlcal
way that you could effectively do what everybody says that they
wanted to do for the middle class. . :

We do not know whether it would require the full $800 million. We

Either could qost a lot more. If, in fact, économics had been an
inhibitor and we raised the student’s expectations with this Tegislation, .
it may well be that we are looking forward to an increased student
population that will run all of these figures up. ' ,

Mr. ZacLaNicznNy. With those changes, I thinlgthat would be an
appropriate student aid package. I think it might give a reason for
going out of existence. I doubt it, but perhaps.

‘Mr. Qute. I will try to add tax credits to that, also. -

Mr. ZaaranNiczyNy. I would just as soon that you did not do that,
with all due respect. The current bills are going to hurt the private -

_sector. It is either free tuition, or cutting the public’s tuition in half.

We are talking about proportionate benefits and we have come up with
our own tuition tax credit proposal. If the Congress is going to pass

1
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this legmlatlop,gve certainly want to be in the hallgame and amend it .-

. most appropriately so that it would be equitableétoward tuition levels
,andincome. . .~ - - R o
_In brief outline, our proposal will be—this is very clear from our
‘student chapters—that this will be the last resort. If there is going
‘to be a tuition tax credit, we é)refer something along these lines. We
* prefer to increase student aid, We would say a tax credit of what
would amount. to for families of incomes of zero to:$25,000 a year,
¥ou would get' 25 percent of the tuition, paid tuition and required
‘. m . : . N b ‘e
_After $25,000 it would phase down by 1.percent for every $1,000
additional income until it hit $45,000 which is 5 percent; for $40,000
* and over, it would be 5 percent of tuition fees. If you make $14,000 a
year, you would be eligible for 25 percent. 7 . ,
. If a child went through %¢ollege that had a tuition of $4,000, you
would get a $1,000 credit. If you went to a callege that charged $500,

- yoh would get $125, -

- H you made $40,000, that would be 10 percent of required tuition
and fees if the student went to an institution that charges $4,000, you

. would (fet $400, which is 10 percent. If he went to an institution that-

charged $500, you would get $50. That would be equitable and we

. ihl%{ that the,more income a family has, the greater responsibility it .
as

o pay for the student’s education, and the greater their ability. .
This would be our proposal. This would be a last-ditch thing that
we Would support if the Congress felt that they had to go to tuition
- tax credits. - ' :

We recognize there is great support for it. Iﬁ is just goirig to be a

disaster, in our pinds. , ‘ i
Mz. Foro. Mr. Cornell ? i

Mr. CornELL. I noted you'made reference before to the quest‘ioxi of

defaults on student loans,.As you are probably awarg, this has been a -

il{xbject that has come up a number of times on the floor of the
ouse. . ‘ . .

Do you believe that there is a necessity of putting any provisions
in thislegislation to deal wjth'the danger? "~

Mr. Zaoraniczyy. I kind of view defaults as an economic prablem.

" Students are either undereinployed er unemployed.

"Certainly in past yearsthe Office of Jiducation has not gone after

defaulters. I*know that if I do not get a telephone bill, I do not pay it.
I think that the Office. of Education is taking appropriate steps to
solve the default problem, and I think that if the economy turns

around more and more, the default problem is going to go away. There

have been some shady operators in the field that have ripped off stu-

dents, and I think that the 1976 amendments have tightened that u{)).

So that I would expect that the default question, the default prob-

lem, is going to go-down, the default rate is going to go down in future
years:: . . : : :

Basically, that would be it. - ' _

‘Mr, CornNELL. The reason that T asked such a question is that there

is a possibility that theresmight be a substantial amount of opposition

®due to the number of defaults. The revelations of the Office of Educa-

w tion hiwe not Fielped in that respect. . T s

Y

«

"

RIS



; One othei'-,pbserva.tfon.' You r'éferto the tax credit 'api)rbach-as..ii
Rdnd-Aid. Why ig that{ : . - N

Mr. ZaoLaXTCzNY. It is not comprehensive. It is only $150 or $500. -
For a studént who goes to & private institution which generally
charges a_much higher tuition, it is not going to be that relative
-,*  ‘'benefit cotpared to increased student aid, which 'will, perhaps, in
* _ many cases deliver more than$250. o R
7. Mr. CornErL: Do not predicate that on the elimination of all the
.. *""-programs that we have. We are not talking about. the elimination
* * of those programs: I go along with Mr. Quie, that we should have a
. combUination of these. L : : o
.+ Incidentally, I agrée with you about the eligi.bility{evel of loans. .

" . Asamatter of fact, M. Miller and I were trying to develop some Kind
¢, “of logislation to hdve a uniyersal eligibilify, because I think. there
" are 0éngllialna.tively-x small number of the high bracket who could fake
advantageofthis, =+ .. ., . o -

--.ﬁr. ngmenghYl;n{es;s L I C Ch
.- M. CORNELL. you, Mr. Chairmen, g. o. ¥
7. Mr.Forpb, Thank you. - ¢ LA S

. T would like .to observe that ¢ must hgve an msi@tmckf'with L
- +HEW because the HHEW newsgulletin, issued today, indicates that
today Secretary Califano is announging® the sécond in a series of spe- .
 cific administrative actions that they are taking which runs quite’a .
. numberof pages.”.’ . . . v 4 . S L
" Perhaps-I should put it in the record here. He isswed thisias of -
11:30 this morning, indicatirig the further steps that they are taking -
to cope with the problem of student loan defaylts. e N
: [Statement by gecr'etary'Ca ifano appears in apfel_ldix.] o -
~». My Forp. Bugied in an H news bulletin of yesterday, a back- - .
d paper on student dssistapde programs, they enumerate the ¢or- ..
. rective actions already taken during this past year, some eight pages
~ of actions,, starting.with the ‘estgblishment of the first Burean.of* -
Student Financial Assistance in the Office of Education in March of® ..
1977. This.committee held heariné last fall on the student default. -
. .--problem. L ' D
x . In Augus‘; ¥ last £
- student financial assig
- program, began £n g
e discovered in SU%
e went.into default andpksm
’ the loan; it was peidls
Ty sa*ngnowy‘ou'
. o the best of ¥
. student in default
. a . Federal Governmel}
f It is somewhat' g
a student loan, as
_ obligation as readg
P att;ﬁléon regularl
‘ do not make payme
- It is very clear,in qjaer we ‘e
as bfyn phenomenaliffigh cdnsidering: the total laclg

t

2 ® e e
Kornfeld assumed the 'position for. -
for the first time in the student loan ;5
ot to callect student loans. L

st yMP that, when a student loan :
am picked up the paper by anin%,oﬁ f
to the stu

; M.

1o Jhctice to send a letter ent g

be, until some ‘time late last year, j@: .
ed o 'single ¢pmmupication from:ihe -
 to pay the loan. A
M xpect that people who owe mogl:
fler obligations, are going to et
R obligations that are called ik
M zestions of dctions in the eve

v
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E -oollect.Wellover$ rlhonha_a Joans 5roxi y $800
' million in Joang'are; . 5Q%ko i to.be in' default.
.. I donot think thaany bus “‘Would expect that, if he had let
- somebod incur indebtedness aj "d 5years be!ore he sent a b111
- font,hewould have that rate _ .

=+~ The fact is that the studenf Mhese rogmnmhave hadafor-»
muhble return rate withoupiRiyTort. The mtereshng thmﬁlls that.
tra.tefox\guaran stiflent loans has been better than the
_payment rate for veterans, Bps, where the Veterans' Administration

-claims that they have, in fgf§#laade attempts at collectlon ' )

The Secretary’s annouy

at téday of a tather tough for -
rea.ﬁy :

: fthe implementation of {hp¥era] _stqps that they have

*- to co. student loans, ¥gisure, ig going to have a saluto: eﬁectm :
tm%ctmone back j -:i;' § Pug ’catlon across the wuntrr; e
One of the troubling thig we discovered last year—and this

" committee has been into i dre-—the 1976 amendmentshave a number

. of provisionsin them tha 3 ": intended : One, to get the Office of Edu-,.

cation busy collecting ldbws; and two, to facilitate the collection by
o them the powel 3 efotmte methods fqr bringing people who -

. glv‘ng L)
. Were In default back i e
* o the best of my Ehowigdge, untll 'November of last year, nothmg

had been done to utdizet}idse 1976 amen by the previous admin-
* istration, or this a frabion. Itshas. 1t of thls time, sta.rtmg
' lastMarch to o ik o td-do;t
. We found or e AndTe _eone who was in default on a "
- student loan. decl B8 LB Re o id to catch-up with the obliga-
. tion and walked #fte By iopgedoffice with this desire in mmd,
no one conld tell , ere was no-place to go because
e Office of Educa ', 2N 3dure where they could be- re-
ifred to someone whieg 3¢ with them and sa “you are this -
&fa&bel_xind; i

Jitra each month an 1p. what .'-' ,
i busmess ” That is the common

. ip¢Horp¥hctice in Govamment en.we have '
" defaults on FHA a.n& V "' Shen the rs are taken over, there isa -
continuing effort B ¥ by the %e eral Government to collect
* * the méney that has it i‘_, ut‘on the loan guara.‘fltee. - .
"We _certamly'}n W thidgienifiatives that the Secretary is announc- v
- ing this mornig e the'effect of reduc'mg student loan default, —

but, morg{im e *; *Y‘w ; will give us finally some idea of who, in fact, -
in gigeyrle

A A y attention during the late summer of last year
Mpst of the: student loans that are involved in default,
*  are from extfgely lpw-income ‘students, people who came from low- -

incomeé backgrounds and, for the most ptmt returned to the same
ennronment \
& It was not until 1973 that the first BEOG money started to flow, and

SEOG R ‘and began to ease the 'presqure on the low-mcome stu--
“ dent re 7"‘ g college.
~We ¥oi' example, by cnbegory that one of the highest rates

Beeeurred with people who.had been trained to be school-
0 tg’che‘rs. and this committee certainly understands why it has been _
3 éry dlﬂicul%meone trained ps a schoolteacher to get a job in that .-

profession. ve schoo]teuchers dhvmg buses and washingcars

Y




and doing everything else in this cauntry. It is a condit@oﬁ that was

- sggravated by the recession but has been, now, a continuing phenom-

- enon for some several years. L o o
% - We see the story that pops up occasionally where someone shys, o
. am-not going to repay my student loan because I was educated for a

. " pafticular profession and I found that there is no employment avail- *
. ablein that profession.” =~ — T
©_ When all of thesé things are taken together, it would appear . .
., that a ive aetion by the Department of HEW and the Office of -

. Education A reduce the student loan default .and identify the
amount of the default that is, in fact, more than we realized. But very
- frankly, it is hard to see how they are going to wiﬁe it out entirely,
" becausb the realities of life are that not everyone who finishes college
~ is guaranteed meaningful employment, or at least guaranteed mean-

ingful employment in time. to start meeting the student loan -
requirements. . T S S
" We have had some proposals floating - around, one that has been
-suggested to the committee by Neal Smith of Towa and Bill Steiger of
Wisconsin where, in lieu of full payment under a preset schedule, you
_would permit students to pay a percentage of their income over a longer
~ periodoftime. . L ' o
In other words, sort of 4 tax on what they earn, but you would
‘have the.effect of stretching out the collection time for student loans,

" and'it would keep them from going into default because they were

" making a payment based on their ability to pay. R
. So those are things that I am sure this committee will be consider-
ing along with the question of greater enforcement,. but I think,

really, largely with the initiative of people like Mr. Quie, in 1976, the .

machinery was put into motion to begin to collect student loans that
should reduce the loss to the Government to a minimum. - - ¢
* Mr. ZAcLaNICzNY. Let me say that COPUS certainly hopes this de-
fault problem is settled, whatever the costs. I do not have that much of
an insight into HEW. I would have to take a look at what they are

' fomg to do. I would hope that the Government, in their loan cbl-

~Jections, will not harass students, will in fact—I know we will be send- -

" ing a letter to Secretary Califans/and I hope that these efforts that
they are taking follow the Fair Debt Collections Practices Act that
the Congress has recently passed, because I do not think a government
.. has a right to harass geopl,e in their collection efforts when the
private business sector, those collection agencies, cannot harass people
anymore. C St . :
: 'gg)l would hope that the HEW guidelines would fall within the -
soope of the Fair Debt Collection Act. I fear that the Government’s -
. oollection process could be far more abusive than the private sector’s. . .-
So I woulg hope that those guidelines would fall within the purview
of the Fair Debt Collection Act. ' , - e
We cannot have the Government harassing people when the private -
gector cannot. T am not saying anybody shoulg harass. .
 Mr. Foro. We discussed that at some length with the Secretary and
with Mr. Kornfeld. We have been assured that our regulations are
within not only the letter, but the spirit, of the Debt Collections Act. -
But one of their immediate problems is that it has been discovered -
that more than half of the defaulted student loans belong to people
that no one in the Federal Government has an address for. We do

.
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not know whether they are ahxre, ,whether they are workmg, what
- happened to them. They have been going through a process for several
.. monghs of simply trying to find these people. :

" '»Had there been some communication in the past, at least there would
. have been a letter returned saying that they do not live at, the same.ad-
" ‘dress anymore. Presuxpably, if you take low-income students, livin
“under adverse conditigns during college, you will find they are not
ﬁomg to be living wherd they did before they went to school. No.one has

one anything in the Federal Government to try to mamtam contact.
- with' these peo le.

" Heretofore, there has been little m_ge_n_t_nge for the lender to mn.k&any -
;Teal effogt to collect the money before turning the paper over to the
- Government because. they would get their money anyhow It was

' _easmrtb pass it on o us. '

The 1976 amendments tri b(e;g to tlghten that up a bit, and we have
" heard some complaining aboxt that. We expect that. the institutions
mvolﬁed are going to make a better effort than they have in the past,

- ag'we ——
© “Mr, ZaéraNiczyy. On & personal note, at the end of this appropria- '

- tions process, I expect to leave COPUS This will be 2 years and too

<. much blood: pressure has gone. up. It is t1me to move "on. and go in:

other directions.

T do not know that, this confmittee w1ll be having other hearmgs
where I will have another opportunity to testify, but I want to com-
-mend Mr. Ford, Mr. Quie, and ether' members of the committee for
aJl that you have done for students in ‘the independent sector. We are

most ﬁateful and I have to say thank you for all of the congideration.

* and efforts you have had in commaunicating with me and making my
job alittle bit easier, and we are happy to support you and make
_suggestions. :

t has been very erSOnally rewarding for me. I have to say that

. watching you on the\floor of the Congress fight for students, whether -

it is.on student bankiruptcy or the Michel amendment, has been most ~ ~
gratifying, and you have to be characterized as a prostudent chair-

" man, and we are most grateful in the independent sector for all that -
you have done for us. -

- On that personal note, thank you for all yop helped me. ,

~ Mr. Foro. Thank you very much., - :
" Haskell Rhett, president, National Assoélatlon of State Scholarshlp
and Grant Programs. He will be accompanied by Kenneth Reeher,
president-elect, National ASsociation of State Scholarship and Grant___
rograms; and John Lee, Education Commrss;on of the tates.

STATEMENT OF HASEELL R'HETT PRESIDEN’I" NATIONAL ASSOCI-

- ATION OF STATE SCHOLARSHIP AND GRANT PROGRAMS, ACCOM-

- PANIED BY KENNETH REEHER, PRESIDENT-ELECT, NATIONAL :
ASSOCTATION OF STATE SCHOLARSHIP AND GRANT PROGRAMS %
‘AND JOHN LEE, EDUCATION COMMISSION OF THE STATES

Mr. Regrr. Thank you, Mr. Chairman. :
T have Johr Lee sitting at the table with mei1 mlght mentlon that: ”\
"I am also assistant chancellor of higher education in the State of New =~ -
Jersey a‘nd, am respons1b]e for that State’s loan and grant programs

e
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Ken Reeher, who hns a s1m11nr respons1fnht‘y fo

‘seated Tight behind me, and we also have;in the r y Emesﬁk
. Smith, who has the same responsibility fo -the Std rida- and -
who is the president-elect of the National ouncxl o] er Educa-
" tion Loan Prograins.

Lhave distributed the testimony to the commlttee,

ints,
poMr. Foro.. Without ob ection, the prepared stntement will be in---
Pint this point.. You may add to 1t as you see

fit, .
[The prepnred statement of Haskell Rhett follows 2l

Tr.snno‘w oF Dg. HASKEiL RAETT, Pm-:smznr, NaTIoNAL Assoou'non OF -
. STATE SCHOLARSHIP, AND GRANT PROGRAMS"

I wohld like to thank Chnirmnn Ford and the members, of the subcommlttee !or
this gpportunity to comment on thig significant. new Initiative in student aid. I
am doing so on-Behalf of an AssociatioM.comprised of the fifty-three states and
territories which sporisor ahid fund need-hd rant programs for their resldents
In the last year these pragrams Provided ov 750 mlllu.;gx in grants to over 1

. milllon students in postsecondary education.,

*‘This Association has long supported the expnnslon of coordinated Federal
programs of student ald, and has been on record as opposing general tnx credits

‘\ *ror higher, education expenses as an uncontrolled Aand regressive means of fur- . -

“nighing. economic relief to needy middlesipcome “families. - Accordingly, I .am-
pl to offer ouT strong support forthe current\legxslatlve lnltiatIVe to expand
FedeM¥programs ‘of student aid.

The main point I'have to make today is to"remind the Subcommittee of the .
real benefits of a State-Federal institutional partnership in thls endeavor, Secre- -
tary Califano’s testimony to the Joint Hearing on February 9 recognized the

extent of State and institutional matching funds in student ajd. Ihdeed, the .-

" institutional matching portion for *Federal campus-based student aid in ‘public -
institutions of higher education is usually drawn from State funds, in addition

. to the State funds used to administer Guaranteed Student Loan agencles and to o
directly match State Student Incentive Grant (SSIG) funds. In this regard it is -
puzzling that none 'of the Administration or Congressional proposals put forth - -

to date recognize the real-impact available through an increase in’ funding to'the -
S8IG program. The fact is that no other averiue of funding can guarantee.a -
dollar for dollar grant impact on middle-income families, as every Federal dollar -
s0 allocated would he matched by a State dollar. If these expenditures are tar- -

. geteéd toward hard-pressed middle-income. families, the resulting economlc rellef

will be at least twice the amount of Federal funds so designated. * -
Accordingly, T would like to suggest that approximately $50 - mllllon be des
ignated as a supplement to Federal SSIG funding in fiscal year 1979, in addition
to the $77 million now recommended in the Administration’s budget. This supple-
mentary sum should be earniarked for need-baséd grant funds to be expended by
states for students from fnmilieq with incomes ranging from about' $12,000 to:
" $30,000. This intended range would have a targeting effect, but svould retain
flexibility necéssary so’ that States could use existing and modified -grant pro-
grams for the distribution of these funds. Under this suggested schemeé the

. amount of the original fiscal year 1979 récommendation would be distributed un- ;

der. preseiit SSIG procedures, with these supplementary funds available for
‘States that wounld ‘mateh: them with State dollars to be e\pended in. the same in-.

come ranges. Although not every state might be ghle to generate, sufficient mdteh:.

ing funds to participate fully, our. estinates are.that at least the necessary $00
miflion of Stdte funds would be designated as matching funds for tliis purpose.
thus gunmgteolng their distribntion to families from these income levels, We
estimate that this umount might contain $7.5 million in newly appropriated State
funds to'be so expendggd during 1979-80. This approach also acts ‘against the
possible displacement @ State aid with Federal dollars, which could oceur if
Federal programs are e®panded with no incentives for a cnordinnted State expnn-
sion of nid A

U
'
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. nttempt to read it here. I will try to summarize some of they) mn]or



- It these new funds are to be generated by states and targeted to middle-income

.| familles certain existing 881G provisions that restrict, or Aestrict, expanded

" -State participation ‘should be techmigally cotrected: the distinction between -

- initial year and.continuing grants sheuld be removed, the fixed bage year for .. . '
- eligiblé matching funds should be changed to a “rolling” base, and exlisting state - .

..~ judiclal, legislative, and constitutional constraints should -be recognfzed -with -

¢ regard to the participation of all non-profit institutions, These technical pro-.

- vislons now-stand as a deterrent to program growth, - . w[ R

" Bufficlent time exiats if these provisions are included now\ for States to begin

- planning for the generation of matching tunds;, and an effort as critically im- = . .
-portant as thix one desérves o have the States as full partners, both in terms.. ..
" of joint funding and shared goals. - oo : - ' S " e

.. -These comments obviously reflect our concern that increased funding be-

.-accomplished’in’ a coordinated fashion acroes programs, and bring to mind'a . -

" few related concerns. Many State programs now key their student aid' grants .
directly to.the family’s estimated ability to contribute, and thus are particularly . ' -
sensitive to changes in any Federal estimate of that ability and changes in the . ..

."award schedule for ‘Basic Grants. As a partner.in the Nationaj Coalition to - -

~» Coordinate Student Ald, we share the viéw that a nationally Unfform_ Method-

-, ology. shodld be-4ised to estimate this family contribution. This contribution is.

" directly-responsive to incomme levels, of course, so award schedulés that are in.
relation to that dontribution, Tather than flat awards across a range of incomes, -

+ are generally more desirable. Thus, I wbuld suggest that certain -features qf
"Senator Pell's' suggested Basic Grant schedule are desirable in that the extent -

~ of-flat awafds is diminished and does not begin until the $20,000 income level. At

_+ the same time, attention should be given to thé taxing rate suggested, if such an -

- ‘approach {s to be adopted, so that'it is in line with the Uniform Methodology .- -
rather than representi®g a further departure £rom it.. The effect of a radically _ , -

. revised Federal defliftion of family contribution might be to create greater need - .
in many. cases thai could be compensated by the increased award schedule. - .

. As many of the State agencles in the Association also administer Guaranteed -
Student Loans, I feel it is appropriate to note that the Inteilded expansion of . =~ -
that program will meet real financial needs, but can only bé accomplished with ¢ .

-real inceptives for participating lenders, beginning with a‘floor 8 percent special
.. allowance, with an additional fraction for loans e ering repayment, as recently '
recommended by a .Committee in this area. - . L e T

. We would also recommend. that ‘the ne{ funding (allocation less returned
funds) of campus-based programs be examined before ‘enormous increases are

" requested or applied to these programs. We support expangién of the SEQG - -
Program and the flexibility it affords-campus aid officers facdlf with centralized -

sprograms.-In a program like College Work:Study, Lhowever,  there exist certain
Jrihibiting factors, such-as the ability to create additional jobs in acadepic. de- ..

. partments, that act to. curtail the expenditure of:funds even at the presently. ~ ':

~ appropriated levels. For this reason in New Jersey we withdrew a legislitive’
-Initiative to create a State Work-Study Program that would appropriate further - = -~ ' °
funds with more lenient rules for campus jobs, as our advice from the institutions. -

- was that we had redchéd satoration in this area. . ‘

. &gain,’T thank you for this opportunity to present the views of the Assoclation, - R
Wy d:ready to work with yon in whatever capacity might be helpful to assist ;>

In theé speedy enactment of this legislation. * -~ .~ . T
.. Mr. Raerr. Thank you,sir. - *: T

- ., First, T would like to indicate our association’s strong support for . .- ..,
this initiative for increased student aid, by the extension’of existing ..} .
.. programs. We are on record as opposing the tax credit approach. We . - -
,- are prepared to talk about some of the reasons, bup I think; ey will "~ -
be well covered in other testimony, as far as the uneontrolled national - - -
. distribution, some of .the even regressive distribution of dollars to
i families. And weé support a need-based approach to expansion of aid
- to middle-income families, N R T L
‘. I might mention that the association currently through. its pro--- .
. “grams aids over 1 million college students and we disburse about $750
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m1lhon a year thtough our rogram grant funds And 1£ is that pomt
that I want to talk about Yo
_Thé data that we have—and which \we w1ll be glad to share w1th
your staﬂ‘-—-show ‘that our programs across the 53 States and terri-
‘tories do a better job of reaching middle-income families and studen
. with grants than the existing Federal programs. That is riot surpns-
.- 'ing,'since nany.States have 4 long:tradition of grant programs o -
" students -who attend high-cost colleges. And we estimate, based on
some ratfier large sample surveys.we have, that between 40 and 50 per- -
i grants go.to families with incomes over $12,000. It is quite
@ statistic than comparable data foi'the basic grant program.
nk we have the vehicles in place t that already can prov1de
I mcreased aid-to mlddle-mcome families. Therefare, it was puzzling to -
,'.,-"- " us to see that in any of the administration or congressional statements,
: therQ was no mentlon of the' State student mgentlve grant program as ..
f“ "' avehicle for éxpansion of aid to middle-income families. ' 3

"We talked about this with quite a-few people on'the State ; seene; 1
know Mr. Buchanan has brought up-this point in'the joint hearin )
"One of the conicorns that we have heard i is that if additional funds
B made available for the SSIG program, perhaps the States would
not put ﬁ new money in: Perhaps we would match avith the money.
that is a1®ady designated for matchmg, since it is known that States
e overmatch the. SSI(%‘:‘;n program on an aggregate national level, as high -
- 88.12 to Jgrather than'lto 1.-But.I would Itke to speak-in'a ra.gmatlc
 géiise abduit the impact that we could have on middle-incom students
. if some of thess funds would get'into the SSIG program. = . %
“Mr., Forn. If I could interrupt you at that point, the. uestxon of
SSIG was discussed in preparing this legislation but the aut orization
‘on the books, which w1ﬁ)come up for renew'al next year, and 18 alre,ady :
E - consxderably more than the appropriation - -
.. The President’s budget 'for the year. has.a shght mcrea.se from $66
" mllhon to $77 million for SSIG. -
- Our. problem is to get that ﬁscal approprlatlon to a more reahstlc o
o amount : noE
- Mr. Ruerr. T would like to suggest that there' are Ways, if that &
o, mcrease passes the $77 million- agmmlstratlon recommendation for ,-f
ﬁscal year. 1979, to ﬁenerate stghificant State, funds—which would go,
in large art, to: iniddle-income families—as the increase itself- recOm- ‘
-mended . m the fistal year 1979 budget does fiot have that much of an
lmpact There are several reasons for thlS The)r are falrly techmcal in .
nature.
‘The one that i is mokt ea‘sﬂy ’imderstand.‘able'a is that in. the 1ﬁ‘erent
/States—-—m own, for instance——the base ¥ear is unchanging, so’ my .
amount 6f matching funds, if you will, has been.set’ su’;ce t e mceptlon
6f the program. Thgre is nothlng dyniumc about that:.
. Large States, such ag New'Jersey and, sotne of the other lgrge.student
ald States, have SIgmﬁcant programs and can sit there, and match
ﬁ every' year at the present ] level of pfund.mgtwltho'ut ever klcreasmg
: State appropriations, € v .
e do fiot think that is the spirit of the SSIG pt‘ogram Cer.tam e
techmcal adiustments, like motingy to-a rolling base ‘year:2 years .
B before the a locatlon year would have ﬁh,e e’ﬁ‘ect of arlmg‘the proy -’

w2 ® '>"‘.,'
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i grams toappropriate more State dollars every:year, I can give youan = -
. Mlustrotiom of the differenceysf. - L. oon i
" T would ‘suggest, for. instance,xhat $50 million be added to the 1979 7
' recoy ed budget.. If nong-of the rules of the program were = .-
dihatiwould hiave the effect.of adding only about, we estimate, .~ .-
. $7 milhon t65'$8. million of new State money.'We would ‘match the$50 - "
million with existing funds, primarily; .\ aeh B0
"+ £ weshifted to:a rolling base year, we estimate\that would bringin . . .
. $29 niillion or $23 million of ne w appropriationson the Statelevel. /= v . -
" "Now, if the spirit.of this legislgtion. to assist mid le-income families .
A8 mﬁabo be & halanced.one, it should involve.the tates as partners’
 .with shared- goals _a.nditshared.’fundin%.h-l_ woiuld suggest that it is &~
-"gtrong opportunity. .to make that. tec inical ~chari§e;,to_..increa;se-;j_tjh§
- g.:zfnatlo%o of funds-to the SSIG. program, and thus generate badly. ™
¢ needed State matching dollars out of new appropriations.. .
= T.can talk more about what technical changesneed to be made - . "%
- " _Mr. Forn, Would.you'care to comment? Do youhave a copy of the' - ~ .

b

.. billinfrontof youd ™ - . ..
L ‘-Mr.-,_:ﬂm,,ﬁo;,l'da not. "o TN T _
o [Pause] e e TRl e o

. ~-Mr. Foro, It is easierito work from:the bill, On ‘page 4 of thé hill,”

" Tine 25 at the bottom of the page; there is:an athendment dealing with
- 88IG. Section 415 of that act, ae amended in 1976, is imended by strik!
_1't'x_'¥[qu_t__:,theﬂ$75 million and nserting, in lieu thereaf, $100 million.. ..

.. Tt you:would refer back to sbction 415 (e) :of the Higher Educatio
- Aét; youwill find that the effect.of that would:bé to provide an incrense

- -in the ceiling from:$75 million ta'$100.million, the ceiling being & poin

. at ~which new' ppspropriated ‘money; instead of ‘going to.the existin

% program, woild have to be allocated on a bonusbasis. """ "

t. ., ~Mr. Raerr.’T would prefer an approgeh-that -would -keep -ﬁi‘e‘,tﬁ&

... ‘ger limit at the $7f: million level ‘and then have a-tolling.base year; - - \

" what we call a twostiered. agproach"._ Tet the. ground riles stay basie- =

5 ally-the sarge for the first $75 million to'insure some stal ility in‘the - " -

. program,, States do"not-lose any of the level of funding that they arg.,,
- ‘now matching. “Above $75 million, we would suggest. also rétaming *

- ‘the GSL incentive.. Then for-the remaining money; we would suggest ~

- . some fairly simple language that would -establish a rolling base year. " :

. and -that” would “be what “would. .drive . States. into' new State - .-

. :appropriétions. - - . or o T U N A

.. The néw -State appropriations, we contend, would then feed .thg,s_e SR

programs that.now reach: more- middle-income'students ‘than .any-of. . -

he Federal programs. ...~ 070 00 SRR s -7
1~ 1f I might point-out another advanta ,'of - this-approach, if you - .-
provide all. of the. growth in a centralized, federalized program and -

#campug-based Federal programs and provide na inceritives for growth

#" _lon therState front, my theory would be thatwai would see'a displace-

=" ment of. State dollars with increased Federal funding. And T think a°
. bajanced approachito, the problem would be to prévide the ‘ingentives..

" suggested: to.the'States so that they have to grow along with the Fed-

" eral programs, tather than backirig off the street and saying that since-

" this new basic-grants schedule:is aiding '_these_'-stude_n__ts,l"&e'S!;ﬁﬁ;e‘g.dql;ﬁ{ :

d
>

not hae to expand our id to that income group. - -+
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T can te)l you from experience with State legislators that this would
be a very real topic of discussion, unless thers are some balanced in-
centives for States to grow along with this initially, rather than stand-
iniqon the street and watching it go by. .

* Mr. Foro. I would invite you to submit the specifics of what you Y -
l;;ovs;_e. I ask you to bear in mind that one of the offects your rol inﬁ
ase year approach has is to sny to a State that has been a pioneer anc
‘has had considerable expenditures in their programs that we are corn-
stantly going to be rolling away from you and only rewarding the late-
comers who come in. ] . -
" Bt will have the cffect—and that is what it was designed for—of
britiging more people in and getting more State mogey. At the same
time, it has the effect of using more Federal expenditures only for
those people and not treating as well those States that have been in the

business and have been making that substantial commitment. '

Mr. Ruerr. The effect of a fixed-base vear. Mr. Chairman, is again—
putting the spotlight on.my own programs, since we had a level of -
growth between a particular. vear which is fixed forever as our basg
year—no incentive for us in the interaction of the SSIG program tp
grow further. We have something on the order of $7 million of ove
match every year. The SSIG program would have to reach fundj
of $200 to $300 a year before it would have nnythina;z else'in it fo
to match with new funds. ’ o

~ What T am suggesting s that this combination of retaining the fike
base yesr for the first $75 million, leaving that langnage-alone, but
adding in a two-tiered approach,qmts the whip to us again who say
that since we did a ‘good 1o in ¢lie ggrty 1970 of expanding our pro-
grams we ean now relax. This will sa¥'no: you cannot. If yoy want the
supplen¥éntary funds vou have tb keeps going, and I find that a powerful ..
-weapon in dealing with my Staté legislature. T do not have that weapon
now. T do not hmve anything froth S8TG. except that you can get the
¥ is no ijjicentive to increase th

-

some anount. from the match, The
appropriations. We have to find-dfher reasons on the State front.
T will bo glad to furnish the subcommittee staff with our suggestions
for legislative technienl lniguage. We' do have the sections marked up
and today wecan give themtoyou. : '
T have a couple of other remarks on Congresstinitiative.
Mr. L. T think SSTG was suceessful, drnwing many of the States’
not in the arena. In all of these programs, independent colleges are in

. .Q‘l;z‘tlu- States” programs now, the students attending them are receiving

ards. and T think that was the concern in 1976 and I wanted to indi-
cate to vou that all' States now are awarding State grants to students -
- i the independent sector and that it looks like a good time at this .
point to think about a second generation of incentives. as has heen
outhned. o * o :

Mr. Ruerr. Turning to the hasie grant additional funding, as a
member of .the National Coalition to Coordinate Student \id. T am
_ very concerned with what is called the uniform methodology and how
~we determine a- family's ability to pay: Those rates of contribution
we tend take fairly seriously. and it leads me, and some other people
in my trade, to not alwavs be in favor of flat grant rates across a large
number.of income levels. . J

v
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_ grant from

. critical, especially in high-cost institutions of study.

, En s relationkhip toﬁome levels and therefore our grants step down.
mfew of ys give fikt
v

: . R
- That is simply #Mhething on behalf of.s number of Statos- that -
‘I would like to‘g

h 'R . .‘ | . o ” . "4 ‘.:
, me sim ' mhoo:ml_xi&eo to consider some of the ap-
Ohohe a&w e

ator Pell is advocating, ngt 60 much 1n
t

spedific_percentage taxgtion rates—I thifik that:those
n f o ion—bu agpLO8C .ths:i does M\ﬂ'blb——'fl ‘thint:
> was thjs earli a more eloping table of gran
) - 'm,m lm&’ d' :
It is an approach that’ would generally fit in betjer®with State
sines moet of them adopt the ouMok that this contribution

grants across any wide spectrum of income

ring tewgour attention. Technically, we thigk there

is more reasor® to keep with the pradlice of the Stafh, sucl as the

uniform methodojogy, in looking at that graduated level of grant
that is brou?;togg uniform taxation rates rather;than setting a flat
sﬁy JU om up. "" o

‘T would also ke to say that we suppo ansion of aid for the
campus-based pro :"the SEOG program I particular 8 well
known to be helpful as we become more centralised in the Federal
programs in having a significant amount of funds available for judF-
ments in individual circumstances on the campus. This is extremely

‘The work/study p m, I think, should be Tooked at in terms of -

net allocation before large increases in “Federal @Pnountg are made
in support of that program. Many of us in the States ha watched
as our States have returned col{oge work/stydy funds and have
reached a poing where some of the campus ;&ici s say they have

#reached saturation. A program like thig has certain infbrentrestraints

inrthe ability of campus departme

) to emeate jobs.
Although the program protib

an stand some expansion, 1 think

- & net approach should be taken o fhat, seeing grhat the Federal out- -

-

lays have been and seeing what the{returns have been, the deobligated
funds, the reverted funds. In some\States such as mine, we have seen
on the order of a magmitude of $1 million a year returned unused of
college work-study funds. So it bears close scrutifly to what the rules
wi{f‘be and how that money is applied.

would like to return to the topic of your discussion before I.came to
this table and say that the expansion of,that program is important
and some of the Initiatives we-are hearing now are welcome, but the

“incentives to lenders have to be real. I do not have to run through

" with you the relationship of private capital to program expansion.

e ' 84 "’! - ,

are in regulations int ting so many things in the 1976

amendments that are strange §nd wonderful to behold. The ability

to keep lenders successfully imvolved in a substantial portfolio in-:

vestment is gritical. Thus we urfje vou to look carefully at the special
3 . - .

allowances and incentives.

We see an’ expansion enmu%l by pfogram rules, although there

T think that the floofof 8 percent that has been suggested is worth--

while. You might consider going up higher. having some percentage

. increment for lenders based on the amounts ir‘% repayment as an en-
h

direction.

Y

couragement to them. an incentive in the rig

L4

- [y

nallK, since many of us operate student loan’ agencies as well, I -
e
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~ Talso ‘out with regard to your refnarks about default collec-
* tion that 4 years there. werg large States offoring HEW their

entire software ages that notified peaple of default, kept track
of their home address, and correspondence with those students. These
offers were not accepted. . . : :

Our default rates, a8 you know from previous testimony, in the
‘Statd agency guaranteed loans is sigrxiffcantly less than any direct
Federal om‘:rognm. . i

Wb would like to keep that straight on the record. As we discussed

some of these problems with HEW, collecting some of these defaults,
we would also like to mention the flexibilily in arranging repayment
schedules, as mentioned earlier. That flexibility is inherent in our
P m now. It is simply that the conditions do not exist to encour-
age lenders to use that flexibility. : .

Often in my State, for instance, we have turned over loans in default
where 010 effort has been made to adjust to a condition of unemploy-
ment. We then make that adjustment and get that loan back on a
gaying basis. @Qur default rate in our State may be 7 or 8 percent,

ut our rate of uncollectables is 1 percent. This is $100-plus miltions a
year in guarantees, in the third largest State guarantee agency in
the country. - : ’

So T think that many of the conditions that let this program be
run well now exist. It is just that the full cooperation of the lenders
has to be maintained and cxpanded to. use some of the rather labor-
intensive procedures that can result in successful collection.

Mr. Forp. Have you had any opportunity to convey this to Mr.
Kornfeld in his efforts to establish the new program of collection

Mr, RuerT. The answer is yes. We have attenipted to have meetings.
I knoWw the National Council of Higher Education Loan Programs has
had sgveral ‘'meetings with its executive council and Mr. Kornfeld,
trying to bring out the general points that we have made, for instance,
that something on the order of 28 States with loan agencies that now
* have these procedures in place. , ) ¥

The massive Federal collection procedyres, though making good .
newsprint, are got as effective as turning over collections to States on
a cost-plus basis, where we already have the collection procedures
established—and very sucgessfully, according to data compared to

 Federal frograms.

I cannot see any movement in this direction as a response on'the
art of that Bureau. Whether Mr. Kornfeld intends to move in that
irection, I do not know. )

You could ask Mr. Smith, who met with Mr. Kornfeld. If you would
allow him to speak to that point, he has been directly involved on be-
half of the loan programs. =~ - . o

Mr. Smrri. Mr. Chairman. T woilld only respond to your question
and say I do not think it is a failure of the agencies to understand?’
There appears to be & concern on the part of the Office of Education
‘about seeing a reorganization get into place before it begins to func-
tion, as you have alluded to earlier. . :

Expanding my response—representing amew State. a State respond-
ing to the 1976 Amendments where they created a State: guarantee
agency—the incentives are today promises about what might come
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% down the road, as op{;oeed to being able to take the action that you
~* took and transfér that to lenders who must wait for a rather cumber-’
. some rulemaking process tadefine what the intent was before we may
- lmPlegnent that and‘give it to the lenders. o I
.+ 11 did not come today. with a prepared statement for the:national
o co_ulﬂ:nl, but that would be, I think, a response that we could agree
. with. :

_ Mr. Foro. I wonder if you would be willing to prepare something
Y to give usf . - ' :
e r. Surru. Without'a doubt.
R . Mr. Foro. That is an interesting approach. It has been my obser-
- vation that we are determined to bring about some rational solution
.to the problem. I have never dealt with a problemiil#c that has so
+ much mythology attached to it and is so difficult to get a handle on,
because almost everyone on this committee has discussed the whole
problem and bas a slightly different idea of where the problem lies.
_ The one thipg that everyone agrees on, at least at the Federal level,
18 that little or nothing has been done in the past. That statement just
made about the offer of a software system already in existence strikes
me a8 rather hard, because in the early stages of talking with the ad-
ministration about moving, it seems that one of the problems they
had to wrestle with was how to develop their own software. If they
could walk in and use a pattern that is already developed and start
with that base, presumably we are talking about some of the largest
lendinﬁ States, the 28 that have this capacity, if for no other reason
than they have been in the business longer than others.
" We solicit from all of you here the specifics:of how we might try
to urgethem to move more quickly in utilizing those resources.
1 wish you would submit, on behalf of your organization, your sug-
gestions about how we can put real incentives in place in a clear, con-
_ cise language, perhaps even as a part of this bill so we do not have to
wait for spmeone to try to write a regulation. - -
Usmally by the time the regulation interprets our intent, we do not
izo it anyway. Wo would like to write it as specifically as
1ble. . i )
Mz, Ruerf. SOme of us who write regulations on the State level see
it £ beth 3ides. We are both guilty parties, and we also accuse the
. Federal le¥el, tvo, It'is a complicated problem. ,
Mr. Forn. Mi. Buchanan? : .
3 Mr. Boduansy. Mr. Chairman, I-agres with you about being as
e - @pecific as.pessible. I appreciute the help Hf your experience. ,
o Mr. Porp. T Made the mistake of visiting my State legisiature yes-
+ ofday fwhere Ii?ﬂprly servad as a Statg senator. It was a mistake
4 -in theffnse thal'it was a fairly nice ex erience all the way around
until all of the people cancerned with [egislation came to me to ex-
plain why their ideas of whiz.we should W doing were so far supertor
to ours. I felt a little bit like the position yotgxpressed yourself being-
in as a writer of regulations and also as a domplainer about some-
body else’s regulations. y g .
Their attitude made it very clear to me that they did not really
expect that my absence from that State legislature for a-period of time
" would permit me to understand that things are different from that
perspective. : '
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-+ Mr. BucHANAN. Mr. Chairman, I recently held a seminar for local
).-. public officials from mK‘congressional‘ district here in Washington
7 'go they could meet with various people from governmental depart-
~ ments and agencies to learn Wayg to get taxpayers’ money out of the
Federal Establishment. ST e . y
One of the perspns who adiressed us in this session was a regulation
* writer. He told us two things. The first was that he was from Birming-
ham, Ala. The second’ was {hat he wantéd to come to the seminar to
represent his agenié to demopstrate’ that there can be a regulation

’

writer who does not iave tweggheads. o
- . Mr. Foro. Thank'you very xh . ‘ o
Dallas Martin, executive gftrétary, National Association B8 Student
, 4 Financial Aid Administ kWArthur Fritz, direcyor of financial
* Affairs; and Donald Holec, director of financial aid, Purdue Uni-
‘versity, chairman of the Committee on title IV studant aid programs.
‘Without objection, the prepared statement pregented to the com-
mittee will be infroduced at thistpoint jn the record and you may
proceed, Mr. Mnaitin, with youe panel. T :
"[The prepared statement of Dallas Martin follows:] ° . *-*

‘ . . . » ‘ M

- aid,'Syracuse Univewsity, director of the Commission on Government . .
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\Iurouu, Aasocu'nov o¥ STUDENT I‘ruvcun. Am ADMINISTRATORS .

v ﬁnunn md bere 72 the' Sub ittes, I am Dann mu,n. xx-cunvo .
loo}oury ol the National Association of Studopt Pinancial ud Ad-inhtnhon, sn
. m.ninuoa vh.lch npnunu more thnn 1,418 1nuituuonl poun‘condn'y educa~- - : i .

uon. 'Aeoomnyim ms today ia-Mx. uthur Frite, Dinctox' of Hnmcn!‘lud u

lync\uo Onhnnity, ..v Dinor.or of NAS!'M s ‘Comm; on Govtmnannl ‘!hho. _ .
We wish to thank you ' tho oppo:tunity to ciif the recently iAtro- . .
. S e ,
duced: 1.qnhuon, H.R. 10854, Hetter ).nown as the g e Student Assis- PR
- I

¢ tance Act. Proudcn: E«utn lnd sccntnry Cunh .

- 'oduc.tfon. . odul t:s uy, ln Addiuon co conqutulnunq Prea

y for their ehudnns' po:tueo_
)thu.o it h any co ace uhy

- upodiont solution to pmvize rel

e think it in time for nambﬁr n rican puh

14.‘5 t.a t,a)t& a nore

careful look " the px‘ol’i’tﬂ'{-" !

U] :t,tg,‘n chnd currendy senc
v 1‘

{ artunly nwara thn: th coﬁ.:

Tl

'S .
; .;.Ifar.e!ore, 1;. 4.5 evé_'
: or ‘an:qr nl,l 1%



wﬂno!‘ihmbnlﬁforyunwom

Muqo). u.on uperodiu sus increased tund.tng in exiounq -tudnnt aid
: e B

. ptogu- to ind. tho b'ou ny-to"hl Lnkoni mulauom ve, dd-l.u ko assist.’

m. who' zuvor tultion its uquo th-t t.hcy have the’ zonowmg ad~
]

nnugu:“- e [ I .
) \* ', sTAmED Awmm Op TUITION TAX CREDITS

. -

; 1. ﬁl‘bu ‘tax crdt&l do not increase thu !odcnl budqet;

} rution &x crﬂn u‘( mhr to administer than uudont
d‘l prograns; .. o

3. Mt!on tax. croditg are zu.h- in that they pmvsde the same
m@qdy taan £ ies; L “ .

_ g tax cﬁditu do not r.qui&: an Sncz,eued buraauqrattc |
ﬁ » .r ¢ g

A!n payman to the middle class, as’ dtudent aid funds vould;

) 6. Mu.on tax credity help to maintain *{w pluralhuc natuze
L . &w M9iur ucetion gystes.
. ) -
’ . . L .
Ihne these® arpnn? ar uppuling at tirst g!.’nce, it 1\1mpornnt to re-

view t.h- nhd thiir dhadvqntagknon.cmmuy. ¢ . ﬂ\

- '

v : "
Y ‘e . bsawmmnﬁor TAX CREDITS %[- , .+ &
» . . N Py e -

. "- b T ‘_.. J

v Cd .

. : » Y
o . 1. m;u’ the tt& t may not, - ﬁlcreau, the Xoss of, ,,nvenul;
. from the U 'rzeu udboaniea u‘:buno in
dred. as mfch as .

rY-18 gdpne,
1 such tdx . g

‘ . tr a 82 fundabl
;  $2,5billioh Yor a $5Q0 crefify. In asaition,
' credits become entitldent benefits, which are
sppropriations., Opge amounts and eligibility ‘r emen arp
spelled cit, eve s ¥ho meets the c m 1s e1{giblé-
the boﬂaﬂt-, and proqr ts Arp W 1lable. :mﬁh‘;x; Lo
in futureyyeays, the MI W he unt of cred-. ;
it of ‘expand eligibi y it will® overvhelming. .,
-nm-, qutyc revenug expogy: csbocau- ter and funds to . .
1 Mro’ spending programs, that we knbs -\
'vork, e mug) more scarce. ) )

i
4
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Lo mtbton, it u Wi-u that we i !unytvi!qh un .nmu‘éi;. and az.- s

t ubjact to S o

mug tax cn#” do'not set tho pncedent of making trins- \
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© 2, The éase in adainistering tuition tax credits is totally based -
upon the type of legislation passed. .If limitations' and re- .
strictions axa' a part of a tuition tax credit, then thé sdmin- “
istrative burdens are suhstantially increased. Por example, B
. Sevexal tuition: tax credit bills currently pending in Congress $
1imit ongibnity to full-time students, or require that other -
. types of federal grants or private scholarships be ‘deducted
) from the credit. .Obviously, these types of ‘restrictlons raise
N serious questions as. to how the Internal Revenue Sarvh:c might | s
¥ ’ avdit individual returns for compliance with guch restrictions,
and whether or not institutions will be required to sign affi--
davits for individual taxpayers to substantiste such claims.
Such reatrictions, without proper monitoring, will, undoubtod- . o
. ly, invite taquyorn to -buu the prwisionn. - .

3. While tuition tax nrodits nppear to be tair, they do not bene-
‘it all famjliss in the same way. Pamilies with. lower incomes
frequently do not receive all or even any of the credit because
« their tax liability is too low and moat tuition tax credit bills

» are not r-tundlble. . '

In addiuon, a recent CBO report entitled, Federal Aid to PJat-
uconda_rx Students: Tax Allowances and Alternative Subsidies,

indicates that s non-rafundable tuition tax credit of $250 per

year would be distributed as follows: .

SIZE AND DISTRIBUTION OF BENEFITS
UNDER A NON-REFUNDABLE TAX CREDIT OF $250 .. : .

COSTING APPROXIMATELY $1.7 BILLION IN FY-78 o

Adjusted Gross Income Class
(Dollars in Thousands)

—0-20 10-25 ' 25  All Groups
Aggrequté Benefits . R :
- (Dollars in  Millions) 223 a3f 620 1,682
Percentage of Total | . ) ) . .
Benefits: : 13.3 49.4 °  37.3 - 100
L]

Average ‘Benefit Per

Eligible Student : ’ - . .
(Dollars) by . . 143 . 160 213 174

T
.

s/ CBO estimate based on data from the U.S. Bureau of the Census; data from
the U.S. Office of Education, National Center for Education Statistics;
data supplied by Joseph Froomkin, Inc.; and tax data published by the U.s.
Department of the Treasury, Internal Revenue Service. :
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- 23 The svexage bendfit for leudcnn with nﬁly Ancomes -above . 425,000 is
. greatex 1 _for stpdante in_the $10,000-§25,000- incomd clase-be- "~ ° U
© . cause those the higher. {ficoms groyf ate more likely to attend-school :
v lon s full~time basis. ~The average"BeAdfit for full-time students in ... . )}
' . both of thesa i lasses would b¥ $250, Many full-time students R
with t‘qnuy incomes below $10,000 would get thg full credit because R o
. tha !n.uy'. tax 1m111:y ie hn than $ 50. o ) ’ T o
PO : ) .
Source: rg_g‘u-: 4 to Postsecopdary .
- w Students: Tax Allowances snd
Alternative Subsidies, ' Ce
- Congressional Budget Jat Office, ), )
: E lnuu:y. 1978, s R
' o 'y ﬂ '

Phere is slso another way in which tuitio ax credita sre unfair as thay v

[

. nhte to people who are applying !ox; ‘other tcms of nced-baled student aid.

Preunuy, in ordar to bd conlidend for most federal campus-based programs, = ' *

5§

% a8 wel) as for most noed-baud state and Lnudtudonal funds, s student and his

\:
1 . . S AR
- of hor.!muy' are req\ured to £111 out a need analysis form. 'rhese documents . 1‘

oon.ce dlta on s !mny 8 income and aasets, as vell as their linbniu.as, ln -

.ordu- i:.o compare the relative financial strength o! one family with another. “As

plrt o! t.hil nvaluation, certain non—disctatiomry itema are deductsd from each
!lnlly 8 gross incon\e One of these deductions is Federal Income Tax. fha xe-
%ucu.on of non-discketionary item such au.taxes is a means to determine the .
-lnount ‘o! a family's available income i.n order to determine how much is actually
available for a parent's aiscretionary usa. Prom this dliscre.tior.mry inconc} mar-

ginal taxation ratés are applied to determine ‘the contzibution 9ﬁe family can be s~

expectcd to provide to meet pogtse_condary educational cxpenses !o;u ‘their ck_;ildren. -

If a tuition ‘tax credit.measure were npproved,' thereby reducing a family's ovq_:ran-’—f:

‘tax liability, under t.lhe existing nced anlalysis formulae the family's eligibility
for .other nced;baced assistance would ‘also be ‘reduced. between % and ) of ‘the amount
o! the tax credic.‘ The . following example explains what I mean: o ’
'l'ake a typical middle- income faglly of four making $20 000 a year, with one
o

child in college and no unusual assets or circumstances. We can sod vhac hcppens

. to the student's eugibility before'nnd nfter npplyinq tax credits to the need
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lnny-i- !omm- . . ) .
., iy up_og; mxum Tax Credits  Family With Tuition Tax Credits

Total Income:  °  $20,000 Total Income: $20,000
Minus deducations for: o Minus deductions: for: N
. Fedaral Income Tex: 12,500 Pederal Income Tax: * 2,250
P.I.C.A. Tax: . 1,072 - PiI.C.A. Tax: . o 1,m
K3 qu [ othcr Taxes: 1,400 State & Other Taxes: 1,400
dard Maint ) ' -~ Standard Maintenince
Allowance: 1,650 .~ Allowance: , © 7 7,650 .
-7 Avallable Income: ‘Availible Incone: 81,629
Contribution, from = Cotitributian’ from - ' o
Aucul R ! ,Assets: ’ i . =0= "
» Adjusted Avanlblo o "xdjuu.a Availlhle .
" Income: © 81,379 ¢ Jdkomes $7,629
{ S Yoo C R .
X AAI Taxation Rate® =- = ¢ '_"‘ffh{ ¥ x AAT, Faxation Rate = :
' Pavental Contribution: $1,818 - pannm Contxihutlonx . $1,892 -
A . ‘ |
Cost of Atundan:g: . $4,000 Cost of Attendance: '3'4,300 )
= Parental .Contr utlon(, "1,818 . - Parental Contribution: ' 1,892 .
~gtudent Financial uua. $2,182 . . =Student f,tmﬁcial’ﬂaod: $2,108
m nxmmca $74.00 '
& Y ' * ’
After u.l cnlcnlntioru are: eomplate and the marginal rites are nppl
thin example, the una student with a tax credit of $250 is engible for $74 leu Ln
other nood-baud aid than he or she vauld be vithout the tax cmdit. At higher
Lneon. lavels, tha tuition tax credit is reduced to nearly one-hall of its origi-
" nal vuu..' Purther, ‘there is: no guarantee that the studenr. will ever see the $250 ¢
tax credit, since if benefits the parents and not necessarily the student..
4. Proponsnts of tuition tax credits argue that such legislation -
would not set the precedent of making transfer payments to the
* middle-class, as student aid funds would. First of all, one
must question whether such transfer paymen® are bad, particu-
. -larly when one considers that, with a tuition tax credit of ’
*:. $500, the Congressional ‘Budget Office indicates that .nearly
~ ) . $600 million of such benefits would go to families with in-
comes  of $30,000 or more. FPurther analysis shows that under
. : such ‘a proposal $432 million would go to families in the .
$30, 000 to $50,000 incone bracket, with $416 mlllion goinq to .
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© % $1,577 = 34% AAX over §6,700. o l CE )
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g: " femiles in the $15,000 to $20,000 rangs. In- mzdo'}a, bzs

feeling incnaud pruaura lm w-puying, niddle-incomc lmuiea who nena nonc

]

* million would go to those !.u.n.\ with over $100,000 incomas,
. vhno only $16 million would. go to familias with .incomes from
" 80 to $5,000. 7This is to sa¥ithat triénafer paywants, to middle- '
incoma’ ‘familias may not be bed if funds for such payments come
. froi the Aﬂluent membexs of society and benefit needy families.

mre -uvun two.othar polnt-.t.o nkn.on thu iuuo. Mnt, “thenl is no

: precedent t.o be set. The precedent of transfer payments is thh’ .grud-upon con=

cept upon vhich ln lodaul student ﬂnanci‘cl ud is- bned. saco Sy, ve are 511-

1y

ﬂnancm rouol and who axe uking_!or transfer pnyuntn.

’ grucut fear 1- that, if reucl is not f‘orthcoming noon lor thase fami-

11-., there will no lonqur bc -upport for the proqrm and levels of funding need-

ed for our very pbox ntndentl. we would then be closing our ncndemlc doou to.

f
those vcry peopls. we have attmp:ed to. anist since :tudant aj.d progrm beqan to

expand in the mid 1960's. 'rhh would-be a tme Amaricnn tx-aqady. .

. 5. Bome will argue that tuition tax credits do not require an .
increass in the bureaucratic structure of federal agencies. ’ AN
Sowevsr, this -is very unlikely, regardless of which alterna- C
tive is chosen., If tuition tax credits are adopted, there
would have to be additional regulations developed by I.R.S.
to handle such monitoring ss I described previously, as well '
as changes to the Internal Revgnue Code and -the Federal I
Tax forms. In addition, auditing procedures for the Serga '
would be increased and yet another ledaral aqancy vou].d

- be involved in .tudent a.td‘ )

The increased student Yaid alternatives would also require NN
some increase in,the iating led 1 atudent aid delivery

'aynt-; however, the structure and procedures for such are
. already in place and are thoroughly familiar to all parties. .

addition, existing program regulations for student aid. t/ '
1d auiiy be ‘adapted, thus preventing still another set : .
'ol"federnl definitions and rules that differ from the norm.
Adoptiog of a tuition tax credit will inevitably lead to .
additiondl regulations at a time {filen we need less requla-
tions, not more. = - sl .

6. - It has been atated that tuition tax credits will help to )
' maintain the pluralistic’.nature of our higher education sys- .
. Such a statement obviously implies that private and :
lic -institutions will benefit equally, but there is rea-.
. son to'doubt that such would be the case. In fact, evidencg o T
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o ke

- “shows' that most mﬁ:on tax credit proposals may have an . -
. mdversé affect on ligher-cost institutions. because they pgo~’ . ’
- vide- fixed dollar bensfita rsther thin benefits based upok; . . K
..coats of education;. Recently, ths Mational Association of . ' ’

opposing flat-rste tujtion tax credits. Since this organi-
sation represents most private institutions, there is strong
evidence to support that they qussticn the merit of such s
Apzvpo}:dl. : SRR R .
> DA ‘
- " 'ADVANYAGES OF STUDENT AID ALTERRATIVES
‘ : B o

Those who favor an extension of federal need-based student aid programs cite
: . . . w, . o . N

the folloWing iu-:anplldlx

. A . ¥
1. Stident aid programs provide the benefits directly to the . )
students, not the parents.’ All ‘existing federal programs g
-“distribute the dollars to the ac‘antwractly.' Tuition IR
tax credits go to the parent ini most cajg@s and may or may
.~ not be _trana!prr'ed to the student to help-pay for education.

» w . . . :
02 Bt_ud.‘nt aid programs provide the benefits to the stident at ° o
. the time he or shs is faced with paying for tuition and fees, .
not' six to 15 months later, as is the case with tuitiom tax ' ., .
. .credits. ) - Do S

3. Bindlpt sid .ult.ema(:lye's target the wonies to those in greatsr - . L

sst financial need, whereas most tuition tax credit proposals
 indiscriminately provide financial asaistance to all families
regardless of family income or the actual costs of postsecon- : \ "
dary education, . . c
4. Student aid alternatives take into consideration all education- ¢ ¥
al expenses, not just tuitiontand fees, as most tuition tax
. “credi ;'-ptoponals do. In. fact, for some .students who are pres-
ently attending tuition-free community colleges, there is a
serious question as to whether or not such students would even T
qualify for some tuition tax credit proposals becasue they are .
tied oX]ly to tuition. . . ' ’ :
5. . Student aid alternatives prevent unneces fragmentatipn-of . >
educational ‘policy among different Congrfesional committees. ’
quiffon tak -credit proposals would only ald additional work
. for the House Ways and Means and Senate Fi ce Committees, .
which already face -enormous legislatlv*lponsibuitlés. , E O

1 .

6. Student’aid alternatives provide families with a choice of how
to meet their childrens’ postsecondiry educational expensés by
offering grant; loan and work options. ' Flat-#late tuition tax
credit legislation would fail to take into consideration vari-
ous costs of .education, . For exdmple, a family sending their
child to a higher cost institution with average cost of $6,000

o

‘Independent Calleges' and Universities passed a rnolu}'.'ldn ’ __— o




| of: college. ‘With the ‘flat rate tax credit pmpoqai this

‘ . 12, family ‘would be qngn;lo for $1,000 if four years with a ] .

#7 - 18250 ‘tax ‘cradit..: Hoyever, with # student ald alternative
LoPE "such as the ,one. which has:\nen Prepared by President Carter,
) any ﬂni.ly vith an annual acuusted famuy income of 540,000
. vauld be oligible ‘to. borroy up to $7,500 'in four years and

L - ‘same period and thmughout the loan's nlne-month grate pe— t,
: * xiod of $1, 706. ot L
e ‘ e .

In ‘addition to the -ubaldy, the atudent is also able to bor-
row nearly ona-third of this total cost of education, With:
‘a- ten~year repayment perlod. This type of solution ut‘

beneficial to a family which faces cash flow problen;s

a :txugm-. $250 tuitlon tax cudit.

. '. . i
1\

,.‘1t is clw why our Assochtion, tavora" the studcnt aid alternatlvu to a tuition tax

crodlt app;:oach. l‘t us now turn our attentldn to the 5pec1£ic leglslatlve propo- . !

-nl vmich §8 be(oro u-. : o : . N SN | .
I! we caretully compare the Carter proposal/ wlth the curront program,

‘eloar to see that nll tamliles with up to $15, 000 -incomes would’ rocelve snghtly

higher awarda, (on the nverage ot betwccn $200 and 5350) , than tl'wy do under the .’
ex'isting programs Hdwevax, for most tmﬁllles with inoomes in excess ot 515 odo, .

the Carter propo:al for BEOG s}.mply provldes*a mlnimum grant ‘of 5250. with thls
¥

type - ot apptoach, almost a11 families between 515 000 and 525 000 are treated the

. same. . o ; ' . . : '. ! !

Since. we know that the:e ure dlffernces in the. flnanclal strength of such
t

: fumilies, it is’ incumbent upon us ko addresr these dlfterences. In order to' do .
s . .
: th;s, th’ore~ are several approaches that cguld be used. S
- ? - .- . f,‘ . : ' A
* DISTRIBUTION OF FUNDS ° . Sy

o . . : % \ . . . °

1.” Change the.-TaxatLon Assessment Rates.

'rhe Carter ytOposa]. kecps the’ current assessment’ taxation rate of 20\ on the.

O
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'yur is tminq in expenditnn of. sz;aooo for foursyoars' . .. ' . . 4 g

-treceive -an interest dubs,my from the government during the ° P

C ﬂrst 55 000 and 39\ on a11 amounts above thls level, as ‘shown i.n the’ following &xart

Havlnq now, rnviewed the advantages and dlndvantages of th dlo alternatives, O

LAY
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Jat these mu'u were changed, sthan tha u.uumm of dollare woula’
be Siffersat,. . - <o, ' K

. muqno. t!m!o\-ﬂm‘\nn ;.auc.aeo::\. thoathobottu llopo

_ummmmmmum:xwe. M‘byndw&mmlmtno!th

33!0 mt uu and Allo pm“lw slightly Mghu na:dl to ’oopln between $13,000

to the propobal. T oL . o

Another’.vay to modity the Mainistretion's propoul would be to dzop uu two~

lar t that vhich has been pmpond by Senator Pall in his bills, 8..2473 and 8.

offsats are saintained, Bov\vu-. the flat $250 sward lina could be reduced, depen+

d.hq,wol which tmtloa rate 1- nbptod. : - J

\ R .
lgdhn to uy. the ‘combinations of sltarnatives lro almost .Mlnn. depen-

ding mﬂu desired objnctlvn to b. _-cahvod.

! .
[

Xx. ! Cedli. 5 ., .

o~ : b 4

Another alternative which bu been eonlld.ua by some isto index the -ﬂ-
L]

wam awaxd, If this were to.bo dono, moat cugtcnt -vu-d r.clphnn. axcept ﬁou

* cawght by the half-cost tactor, would be bonnﬂtod oq\nlly lnd t.ho dht:lb\:t.lon
1ine would b. mvod'lughtly to thée right. . Such proposals uinu.ln equity, but
.do little t;_nddxpu the pn-;nxn- of higher middla-income families. If no othu:
changes ars -fd. in t.hn-pr:agru. WIWM no changes in .:;.ltl.pq ux&r-un. then:
inigial-year program costs would be increased by spproximataly $95 millica for
‘nch $100 'lncmﬁ tn maximam awards. mx-t-h.r. if in future ’.“-. such award
.tncmn- wers wtn-nde-lly indexed pro-pocuvaly. based upon reasomble ooom-gc

!.ctou, then th-rq, are minimal outyur coats -nochtod vlth this oppmch. It

4
mld be noted that, if the program had been indexed -ano lu inception,, tha
-~ ’

cnn‘cnt saximum avard would be 33 100.

108 0181 v .4 . -
ta, '

¢ T . ' R’

‘rate \nl go'to s flat rm m. vould produoo 'y dhu'nmt;on plthrn -m- -

B now- costs would lncron. if the $650 lncro-u Ln the mq.y sise

" and™918,500.. Program ppﬁu would increase -{uhuy. but m;_oquuy would be added |



O

ERIC

Aruitoxt provided by Eic:

iy 84 non' ' S

um momx m:uch to b coisidered in addyessing the diiuibuu;an of: .

.lute Ouu; funds h to inoreass tho h-uy sise off) u.. cnrnnuy., t.ho n-uy
-_mmuuuuummzc nntpxoqrnu;hudwontlnlnzuuq!thc

(m.ky) M\h\nl.. » eowni’on, the. vnllon Hethodology Allow-

! ancss, nud with the caq-m-buod pxoqnn,, axe dovo).opod ‘from- the nu:uu of uboz

luu-uc- lw-inac-o cht cntoqory. 'l'hc loumdng chu't cluxly shows the au—

.lqrmu ht\nul these two -ytoux . L :

. 1] . ’ N ! ) ! A

P caouusou or FAMILY S8IZE OPFSET

" BETWEEN cum BEOG AND BLS LOW xm

Pamily sisa ) . Current BEOG - BLS .Low Income - " Djiffsrsnce
: - . ' A .

2 < u 00 . . $4,970 $: 870 -
S . 4,900 ) * U e200 ., 1,300 -
N , . 6,250 7,650 ® 1,400 °°

s L . 1,350 - 9,030 | ) 1,680 ¢

s, 8,350 10,560 2,10 .
S 9,300 " 11,760 - . 2,460
,'8 . . 10,200 . .12,960 , 2,760 -~ .
R 11,200 14,160 . . 2,960
6 . ~ Y 12,150, 15, 36p + 3,210

[

.
. m Adliniutntion'u cumnt pzopoul ulms €hat the Basic Grant' hnny
oiu offsats would be increased by $650 for each nnbvance, or thet u\u.'n un amunt

Vv
of dhcntionnty incoms would be, excluded tron taxntlon. “our Auocéndon ltmngly

0.

luppoxtn [ ) aavmin this direction, llnce.ve would prefer to dee th. Basic Grant
lomhu l:\d the Uniform Methodology bmught closer toqether. Another Advantnga
ol'thil 39-0 of lépngach is that lt helps all families whose chudzen are now B
.ugibh for a maximm avard .or WEG are nQt limited by-the hal!-cost factor by

qiving them more nnnltic nvlmr expense nnownncel. v . - .

'l'h- eolu to the total pmgzm for these kinds of chnnges are fairly exp.n

"sive m cxnp!.l, to phnnge the cuzrent program from the BEOG (Onhnmky) l.eveu

" to the Uniform mchodoxoqy (BLS) levels, would cost about ssao mﬂn})n. On the

R . . , D
= -
v ~ N
. : v
a
.
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u\m- kR %so .uumu. pxopo“d by rmu.n: Carter costs. about s:oo wile
non It tb- !nily oize ounu \dro incnﬁed by $1,300, which is uloser to N"

N Y

' _ doll«u’ di“ b “‘_ tho two -'l‘ : , then program costl would be "
PR S B B . . . .

i L

thﬂ three ﬁuic nyn to change the di-trlbutinn of

t)n Buic &Ant !undl, we nu-t me back to the centul objactive. -While it is
fed
- chu.' that evcryom has-different ideas about this oubjecf our As-ocintion wouM’
hvor a propo-n which vouldx v _ .
. Lo . . . ‘ i ,w..
1. Insure that uwud. to tho neediest families uh not being
ndm:od at the expenss of the less needy.
B 2, n..‘l.p all :mfm receLvn renuatic ‘family size *!sen to
more accurataly estimate the true li,ying expenditures asso~-
cliated with todny s co-t of living. .
. FE . Y -
! .3 Dilulbute Mernl grnnt dollars gn such a manner to insure ¢
c - that such fwards are reduced as a family's !mechl \1011- : '
- ’ b.ing is increased. . )
oo e
. . 4.7 nLnLnLu flat gate awards across broad income ranges, thus

helping to p um equity in the’ program. - . i

! ’ L
We feel that 7&11: qpproach' ia'not only the fairest for all con"eex‘gxed, but
-"also essential u/the need-bnad concept of student dd is to be presezved.. We

would, thora!o;‘ endorse the Presidem's proposed anréase from $1 600 WI 800 T

'!or ma m/nén»smc award and would, likevisa. favor the exchxsion of 3650 in

diaqreti nary. income However. we would stmgngly suggest thnt the assessment tax-

~ation rn o] be modified to minimize the length of the flat line $250 ‘awards. ‘,
le we: cnn understand why the President's proposnl suggests the ‘winimum

3250 al ardqvit h only fair that we express our concerns with this approach. If R

. )
&'V' nlnim nwards are npplicahle to the large number of ntudents\,tndicated by )
v .~ the Mnlnhtration s figures, then serious consideration needs to be given to hov W
s
.. - L0y
. » #uch awards will be delivered, R . . ' L
iy
v . It has been nquested that a simpli!ied t‘om could®oe used !or thole atudenta J "\
: AJ : . . .-
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%.\wnnuy. ‘ala ihinl-tneon oou.ot: n.i.ny dounod !h\mclnl nzmt!.on

(o, caum of aia roci.phnu vhich enables thes o v.xuy luch stated {nformation. ,
m !’ht-lml n!.nin mxd- do not hnd uu-ulvu to this type o! .verification ‘ .

} vitbnup" naninq tho t-uy to eo-phtn )l nud .nuyu- !ox-. lh:uo 1.: 1- tive o .1
tlut by\mht&nq luch a document, _th- ltudem: may well !Lnd thlt ‘he or she ie .. } ;
Aho 01 m. for othor typu o! -tndcnt !lnnnchl ulilnncc, h. llth be bettex

Ty

’ pubn 1cy to guduu t.h- size of the awards buod \won !unu.y :Incon with the o

: donm which ‘are pmpoud to bo avd.hble in P79, o T Lo
- R :
. S
Amthu axea d\nt we vhh ho addrou u,a.y in the Mm.i.n:l-trauon': p:opoul
¥ h u;- toul roulnco upon tho upnndlnq conoge-buod funding through jnn: tho

: L
Conm llork-ﬁ!tudy pm~ m;.lh thcro is no doubt that thau !undl are noed.d

x
A

. N
- as Mdancod by tho mtitutionnl ‘.nqnn‘h !ron previous years, thm is nl.-o a ‘
! . |

tr-.ndwl md for mctuud tundinq 1n the Supplmnm r.ducational Opport\mity' |

Gnnt (8EOG)" pxoqnl The ssoc. progrn “has long been rocognind q one o! the - =,
[ mt o!:octivo programs to pxovide low 'lnd ‘middle-incowe ltudcntl,,p cboicc of th‘ B .
i typo of po-uoeonduy aducauonal. insumion they will. attcnd Ho\nm, vithout A
) ngdltioml‘ funding in "-:95 this cholce Wux be nininiud for un¥ of th'ue.lﬂa-

mu.. N B . I‘ .t . . APV . . ) ‘>

s
. .lle lincenly npprechta that tho tponson of H. R 10854 ucqqnhe &1- nood,

u \nn as t.ha need to expand CWSP by increuinq the threshold levbh in the n-ao

L budgot year ‘!or both of these p? . Homvit, i at an pollible, this nnd
budget. ,‘-f';..

ukmdu, we would -incerely hope thut additional fundinq could also bo !ound . .

nhould be addrouod in the FY-7 1 S .

‘for the snn Student Incentive Grant program. This proqtan has also proven to |, o,

greatly | bcm!n: ll&d.lo-incm ltudentl. In addition, dollars app:opriaud !or this -

. pxoqnl are n:chod equally by nu funds, therahy naximizinq oap!.nl expendod by

4 . . ]

th.!odlrnlgovctmunf _;/ - _ P

) The cnrnnt bal ce between Basic Grant,vempul-basod aid, und lnm aid pro-
.g:-l has urM low and -odenu Lnoone !miuei vd!-. 'l‘hia ‘safie balanced app:oach, . )
vith !.ncunod tund.!.hq in n11 pxogrm, can allo adeq\mtely serve’ n:lddla and vpper- . o
lhﬁh—incoho !n:u,i.u. ‘Yonx continued support lnd cmful oonaidention of these

’ . alternatives is grcatly\npprechtad, and our Association and its nanborl ltand'mdy

uwxx;ﬂqmnucmgv;ngmnmxgou o N
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' STATEMENT OF DALLAS MARTIN, EXECUTIVE SECRETARY, NA-
' TIONAL ASSOCIATION OF STUDENT FINANCIAL AID ABMINIS-
| TRATORS, ACCOMPANIED BY ARTHUR FRITZ DIRECTOR OF
FINANGIAL AID, SYRACUSE UNIVERSITY AND DIRECTOR OF COM-

. MISSION ON GOVERNMENT AFFAIES, NATIONAL ASSQCIATION
STUDENT FINANCIAL AID ADMINISTRATORS; AND DONALD
LEC, DIRECTOR OF FINANCIAL AID, PURDUE UNIVERSITY,
RMAN OF COMMITTEE ON TITLE IV STUDENT AID PRO-
MS, NATIONAL ASSOCIATION OF STUDENT FINANCIAL AID

STRATORS = - h

~. Thank you, Mr, Chairman. . - '
ould like to thank you and the other members of the subcom- ,
or the opportunity to appear before you today and to discuss
pu some of the advantages of the student aid-alternatives and -
the aiSadv“'antagesiof the various tuition tax credit proposals.
8 you well know, we have been very appreciative of the efforts of
nly you, but Mr. Buchanan and other cosponsors ¢f the Middle '
me Student Assistance Act for comihg forth with a proposal to,
ly recognize the plight of the middle-income students that are
ng such a difficult time finding the means to finanée their education
postsecondary institutions across this country. . !
e gre appreciative, of course, of your colledgues on the other side
* of the"Congress in the Senate, for the work that they have’done, in * -
working with you in trying to address thisneed. = . - - |
It is easy for us to see why so many view tuition tax eredits as the
most expedient solution-to provide relief to parents for postsecondary .
. expenses. However, Ithink it is time for Members of this Congressand =
the American public to take a motre esreful look at the problems. . . .*
Ore of the c{)ilemmas with tax‘credits is‘simply the fact that they *
face major weaknesses from the standpoint that if they are very,simple, -
provi and coverage and have broad phlitical appeal, then they
allso ; omg very expgnsive and they become very unfair, and you loge
alot 8f eqyfity. ot ) L
On thq other hand, if youput a lot of restrictions on tyition tax
credit-legislation in an effort tory and control ‘it so that you can.
' manage expendittires arffl try to make sure thut the dolldard are dirécted
to. where they should go, then these tax crédity proposals bécome cum- . .
bersome and really are not-any different frpm 'the other kinds of

neoe

»

student aid programs that ye currently have. “ Co
Lthink this basic weakness affects all-tuition tax credit proposals . -
- that we have seen. . E e S e

For.this particulat reason, Mr. Chairnfan, we have .opted ivery. - 6 g
strongly to favor a.program, such as you have suggested, that w’oyg -,
keep the existing st‘é)]ent aid delivery system intact and also add to 1€ «°
# . We have felt for vears that current student aid programs have db{ée )

" an excellent job of serving particularly low- and middle-income stij-:

dents, and we think that the record and the facts and figures regarding
4the students that have been assisted will substantiate -this. .=~ -
Unfortunately, we have not had the means in terms of adequte
appropriations to take,care of other needy students and, because of
this, today we find.so much’ pressure from deserving people who are

L)
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el of veliegito, Hilp_pay. for thelr, childrents *

Vo s e A L il K RS .
“Rathegth ing through all of thb'astahdiadvﬁntugﬁ;:nd b- .
uent disadvantages of tuition tax credits that have already been :
whinitted for the'vecord, let- me just'say, Mr. Chairmian, we'are gleo. ..
*§ware, that:in a'lot of the testimony that js being given on/thin -, »: -
issye, there'are some very:confusing facts. We would hope that some- - -~
how ‘you wonld ‘have the opportunity to sort somie of thig outy</- . "
7 T’have. particulatly ,begn‘.ap£alled,,by the fact,of some of thi g‘l;pm La
-+ ition Committee, but before the Ways and Means Committee, wherd ‘-
- things have been exaggerated, . ¢ T v i
* " Foran éxample, when you look at some of the distribgtion pagterng. . - .
.-« of the tuition tax credit benefits, such as.the chart which we included: | -.*" ..
- " in our testimony, I think you will find that actually thbse benefitstend - = _
% to help people at_higher intome levels rather;th -a} the moderate -
... group that we wohl t'{ip,icalg' indicatesare middle incom, ;. . esut
. "1 know a witness earlier tqday, for,example, ¢ited & previpus studyx . .-

‘that was done.by the American Cquineil of Eduention: and sitnply <" -
/ pointed out that about 5 percesit/of the tax oredit benefits wquld go | . = 7
/\ families with incomes inder §28,000: - ** .- v v o, o 200
*f Yt partioilar study+which was done, Mr, Chairman, ‘wis s “ [
-’,‘§arlie1;., s'tudy;"Siffga."them,‘-tﬁg% tabase has'heen changed. As 4 tesult. - .’
1

It

4 . (] D J o .
* { “of tlgk éovrectidn, that particular fact is no longer true: The revised- '. .
' AdEDfrgnws a;'e n(glv:_av_ailablp—-*lam sure thdy would; berhappy to =
©provide them to you—their new figures would also parallel the figures . .-
ot thatcumntlif:mtintheCBOestlmated. i e U e
- Thisis the kinid of confusion that hiasexjsted, -  -*. . oo
" 1 also was amazed thig‘morning to-find someeneé- indicaté, in an- !
.. other })ari"al, that sfudenfs would be'required to fill Sut-a len_gi 112
.. page forin to apply for this kind of student:aid assistance. T} &/
: t'the case, In fact,if you take the existing basic grant application, . _ -
* + you will find it i$ a.one-page fortn; It does’havg'several itgms en both™ .-
B sidespf it. Lot o S .-. A " N '” . A < . - =
. It 1s & comprehensive form, however, if‘that it tries to address all -,
- ' students, both. Mdependent’ and dependent, and* it- does not require
. - that all stu'dents'neces@;?lyéﬁll-dut gl¥, of .thoge items, but rather
", only these items that. pertain Tp them and their families’ particular . {
* gircumstances. The rest of the’ informationthat is in that,booklet.is - °. .
=~ simply informational ifems-to give people Background ory og.the -
- “'programworks and.a description of the, other student ald oppor- = -+
' tunitigs that axe uwailable. 'Nevegﬁeless this 9s the kind of confusion = - -
. »- that h’as'?cauaq?'soms of the prdblems in terms of people trying to -
. “justify orfe Eositioh' or another on thisisgue. - . R '
"7 We.would say to you that with any proposal that is developed, and . -
. in - partioular with a student aid proposal, there are four specific .=
- 1 .points thht wé Teel are critical. - - ) A
“* .. In particplar, let me _highlight these for you, Mr. Chairman. . :
. Nd~b, W8 are yery concerned that the alwards we currently havetq =
the neédiest.families are not being reduced at the expense of the less - -
“ neédy.» Secondly, we are also concerned that we help familigs receive.
, realistic family size offsets which more accurately estimate the true -
living éxpenditures associated with'today’scost of living. - -
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e o'all a1 rqoftheﬁnpacto:tmﬂatlonandwhathuha ed :
inorey lwp txﬁhea,mcreasesmﬁtateandlucﬁtaxeéasgvguellllas:

guld hope thgt Fed:@al t c<lilollurs r::ﬂd%&&%uh
‘manner- a8 to-insure.that snch awards . uced 88
e o
4] gome 0 ropow pht. pa.rtxc ar y 0,0Ne .
: tha‘t zhe admmistmtlon is og ering; we f {ng ‘with-some furly
Lo a ual benefits across broad bands of- the income scale. Natugally W
3 ',j ,wa woild favor something that would moye adequately address the’
~ finangial ‘stréngth of the Individhal family so that awards-to those
wxeetg Wt:ﬂilt need would be Ia.rger and athose to families w1th less
: n er, T~
>+ . " Forthis r%:son, we would suggest strongl that yoummi;mze, as far -
‘a8 possible, the flat rate awards across broad income rapges, thus helpé\
m%opreserve progiam eq t&
_ Q are concerned, that in the package that ou have %roposed. that
" - keep the %zeg.ram balance that has serv ug 8o’ we) ,
e Whllo we Tealize that thére are certain approaches that ha n m- o
cluded here, such ag mcreases in the student loan program, and like- s . '
‘wise, increases in the- wdrk/study _program, yeé ‘would also
_ . hope that"serious consi emtlon could be givep for addltlona.l fund=’
#% s+ ing for the SEOG program, as well as the State student mcentlve grant
.\’ program,: oS
\ l We Kiive a partnershlp in terms of student aid for severﬂ yosrs -
-that.is specifically, designed to assist 1ot of students and each program o
- serves different groups.and populations. We would encoyrage«you -
and ¥he other-member- of the subtommittee t6 try to maimtain that -
- baliince as far as_you can so we are being responsive not ‘only toall -
..~ constituents from the ‘vatious populations, but so.that we ‘also -are
. being resporisjve to the various sectors of postsecondary educatlon that
- arebeing served by thése various programs.
' ‘We have also included in our testimony, Mr. Chan'man some speclﬁc .,
. examples to show how the flat rate awards in the basid grant program _ -
- ¢+ might be changed and have,outlined three ways thaf may assist you .
- with this. ‘One, change the dssessment rates; two, change the award

"« ceiling, by, indexing the program; or three, bv changing the fu:Z

\a

A

~ :size offsets or by not taxing a certwin’ part of -discretionary incom
"~ With these approaches, you gould change the slope of the line w .
,  exists in” the admmlstratlon s prbposal and thus reduce the flat $250 = °
. award band. (
., Wethink ‘that t}us would make it-a better ackage, and would(cer- .
tamly come closer to recognizing the true neeg of all families, It will -
“also give us' addltmnal ggsurance that mlddle-mcome famlhes are bemg
’ well-served
At this time, Mr Chalrman, partlcularty smce I know that you
have & full'agenda today and that the House is in session, and that you
. ’have had a lot of witnesses, rather than elaborating on our proposal,
+ . T'would like to giye you the opportunity to ask us questions. ‘
oo M. Foro, Thank you very much, - ' '
‘Before I go any further, I would hke for the recofd and pubhcly‘_ .
. to thénk you, Mr. Marfin. In your capdcity as execu'tlve secretary
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of the Nationd]l Association of Student Financial Aid Administra-
tors, jou have beén like an extrd staff member to this committee for
& number of months ag wg attempted to develop what-may not be the
» . perfect plan to meet the problem of middle income students but ones
“* that, with your help and that of other people’in the educational com}[ .
munity, we hope is a rational and'efficient plan for meeting this goak: *
" T can think of no one, frankly, in this town who has spent more
time explajning and explaining the present operation of this system
and how changes will .affect it than. you have. The considerable ex--

_pertise yor have demonstrated over'and dver again has been inyaluable - - s
. 'to s in developing a package, in presenting it to the administration
.. and in coming as far.as.we have thus far. * ' . y
-, /It would npt have been possible in the relatively short time-avail-
_able to yis tog)resent something that seems td" attract the widespread - <

- approval that this grop’osal has dttracted from the educational com-
" munity and the students, as you. héard earlier today, without experts .* -1~
like. yourself to draw the road map for us. I would like to tell you =~
- that you have drawn maye graphs for me on the backs of envelopes and
. aven table‘coVei's\ﬂian_anyone ‘has since I have been in Washington,
. and there have been times where I thought I was learning more
~ about student assistance than any normal Congressman ought to |
~ really know. oL ' ‘ J
" You have been a great teacher. o .
Mr. Marmin. Thank you very much, Mr. Chairman, you were an ,
easy student. I wish. everyone:- had the abiljty to grasp conceptd as
- easily as you do and to see the merits of them. " : )
Mr. Forp. When you draw me a picture. I am a.Peanuts fan and that
-is where I study both economics'and human psychology. I find Charlie
~Schultz can get to mg. faster than the other Charlié Schultz, who
did not draw me pictures. , > T :
I would like to ask you how you feel. You:mentioned the campus-
based programs. We have had testimonv on the concern that some /
~ of the people in the education community have over the fact that this '
. legislationin_its present form does not move more money into the
other progra_.%. ' ' ) . A
If we consider the constraints of vorking with the fixed number of
* dollars that we have very strong and unprecedented commitments for
7at this stage ‘and the probability of not being able to get much more, -
“would it be worthwhile to consider shifting'some of the money: into
* the program at this time? ' v L. .
Mr: MarTiN. Mr. Chairman, T would like to yield this quéstion to.
my two calleagues and let them give you their perspective. They rep- -
 resent two separate types of institutions, one public, one private. This
seems to be a question that is frequently raised on this issue. I would
like to allow each of-them to respond. * o o CE .
Mr. Foro. Someone yesterday indicated ‘that, based solely on mews- -
paper accounts, a_spokesman for private schools indicated thiy was
a big rip off for the public schools at the expense of the private angd
a spokesman for the community colleges indicated that, on the co
trary, it’s a big rip ‘off for private schools and was not doing enoj
for the low-cost publie schodls. . o ' -
T donsider that to be the kind of reactign’that indicates at least they .
- are paying attention, We hope to make contact with them and persuade
- them that they both are right.* = * - . A
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"¢ j M. Mago, T 'would ask Mr. Fritz and Mr. Holec:tb-comment on ,

Jr;.. __.P;Zrthd _vaolfﬂg‘mﬁ'kﬁ;ﬁthat-mt:omlxlnehdation.' b sally: collegs work/ -
'+ ;Mr. ¥rrrs. Both programs, three programs, really; college work/ .. :
. . study, SEOQ, and national di’rect ugéht loans could also begi.;lcluded -

here _i.ﬂsp.yrédis’t’ribu.t__iqr‘}.rqf_;ﬁ e fixed amount of funds now being- .

whete,
m' abo,ntf".' : g B : Lty . o
+'All:three programs have a specific thrust, It is almost a ‘delicate. -’
.1/ balance of the mission they attempt to accomplish. e
: % The.SEOG ptogramdoes have a larger impact with greater in- =
i, fluencd; at high cost, evan & medium-cost institution’s ability to assista -
" widen range of studesits with a widér.,.mnﬁe. of income levels. _
.. . Thappen to represent an institution in the high-cost range. Next
. year, our total student budget’,will be $7,000 ‘just for 1 year. The
7 SEQGgdrint really reei)resents the only Federal grant that the majority .
.+ of our applicants are eligible for. « ' - ‘ o
-~ "';+ Under the proposed amendment, there would be some who would - .
get a minimum basic. grant. It might go'to the lower income, lower -
. middle income: These would replace institutional dollars at the higher -
. - costinstitutions. . , ol S
. - Ong of the things we do have as a financial resource to offset this -~
is our own'endowed and unfunded scholarships and the degree to which
- SEOG.or BEOG funds goes to lower income streams and tlirotigh 4,
the middle-income range, the better able we are to direct institutional. -
.fuidsto s wider population. . - . I : Yo,
. 'We are in a position, not a very fortunate podition, but we have to -
. pag no to about 50 percent of the applicants who apply for;aid each .
.y T.. . . ‘ \/‘“ . ~ ‘ N T ) e ..

' The average income of an applicant is $21,000 and the pfve'rage' in-
_. comeof a recipient of aid isclose to thataswell. . . o -
~ The college_ work/study program serves the same - population’ of -

- applicants and recipients, and’ there.are some extra burdens ig that .
program presently, particularly, I .would cite-the increase in mjni- ..}

mum wage, a1id -we are ‘beginning a gerigs of these increaseg,over the

»

Vs
4

«* ' coming ygars. - e ‘ , c
_+ " This ‘does represent a burden. Qur objective is' to stretch funds to -
" assist the largest numbers of students ‘posfible and, at the same time, . .
. -meet the minimum standard. Then we are going’to have to see more -
-+ fundsin that area. . . S .
The sum of the thrust of both programs—and*I will omit, at this
stage, any reference to NDSL:—I think the only thing that would
- be proper is to evenly distribute them through the twb programsi =~
. "SEOGand CWS. S e T . R
"~ Mr. Hotkc. I think a balanted proposal, as piesented in your pro-
 posal, between the basic programs; basic grants, guaranteed student .. -
. loan, and added funds for-work/study" provides all three alternatives,
the grant, the loan, and the employment. - - . .- Y TE
" Certainly, the SEOG :program provides that element of choice, 8~ =~
* choice for a student to go to a higher cost institution, to go to ingtitu- ~
" tions out of State, but a choice. In some cases, access as on the part of
the older student that perhaps with a family, tries to go back to get
his or her education. The SEOG is necessary to meet these costs.
: " The SEQG program is important to institutions, and it is important
——to-81l in the gaps of the. very fixed rules of the basic grant program’ . -
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* . 7
. » ~ 0, ,‘ . L‘!E-t- . “ « . o'
* P ) X ._lOP- N - R -
I < - AYag oy
. ay . - N .

-




N

st cannot deal wi n gtuat) .

£ flexibility.for the institution to.'espond to individuals, '
-mentioned the higher wage rates and certainly they represent; increases,
‘same stiidentshat are receiving it right now. * -

% ing under; xpmgrmi"Many institutions have to restrict eligibility
. "/ because they do not'h |

» ot have enough funds to take care of all students,
‘more funds in that program would also

yrovide some pddi-
i cept; also, that wehave a balance betweenr SEQOG and work/study.
f - My, MarriN. I just might remind the subcommittee, originally, in

. fiscal’ year 1979 Carter budget, they set an increase for college work/ -

cait, and it js going to cost a-lot more just to fund the

i FHopefully we can get.some additional funding in there also so we
e ean moveu&:t)y@ incoma levels, to the students that wegye not support-

‘_"." * tional funds for nifddle-ihcome students, 80 I would gndorse that con- .

‘Work/study.is s very critical program as well. Mr. Fritz siready

.~ .study to $15 million. In the additional ﬁmc 7o which has also been -

Y- PrY] there is an ‘additional $150- mi
© . with$165 million, -+ - -

If T hear my colleagues '.correctly,-thefv are suggestir:f that we can.
uay.

", split this amount evenly betiveen the ‘college work/study. and'SEOG
\ -~ 80 that we can keep the balance thilt is necessary for all concerned.

\ . Mr. Forp..Mr. Byichanan$* - 2

\

ot . work/study ¥ Could you handle a $150 or $160 njillion ificreasain terms
- ‘of finding sufficient job slots? Is that a problem generallyd

ion. Totally, we are dealing-

" Mr. Horzc. I'do pot believe it is. Jobs can bo created. A couple of -
. months ago we liad a meeting of the Big Ten aid administrators from -

v

- be handled. _ o
: < You have to, first.of all, build in
ﬁing. to expanid the number of jobs
.. tund the current ones. = .t

. all’kinds of ingtitutions. All of ustho:%ht that that could realistically

. Many institutions could use additional fund‘-ing right now and do’

.“,.\;_ .apply for supplementals. Some of the problems*are that some of the
i and their institution cannot use the money wher it does-
- ‘available, T 4 N

7. ‘supplementalg do not get.out until after school is practically: over,,
zecome‘

K ¥loyment g;rogrmhs for students, They are unable to do so because the °

unds ar® being used during the academic year. . ;
. -1 domot think there would be any significant problems. I think the
» . institutions would desire that challenge to create more jobs, through

-not enly the institutions but off-campus agencies as well. T know at my |

it doal with certain situstions or it can provide the slement

Mr, BuceanaN/ Do you have difficulty in obtai}niné job slots for L

PR

~

g igher.wa.ge\' rate which is not .
ut takes more dollars just to = ..

’

A number of \institiitions would like to expand their summer em-

. own institution we have been able to increase our program t;glppoxi-_ A

. »*mately threefold over a period of 4 or 5 years, and we have
- difficulty ir"creating additional jobs for students.

s ... Mr. BucaANAN. ‘We had .testimony edijiép by Dr. R}}eft that some B

-, had taiturn back this money. RN

ad no
aane,

-

¢

®

L

W

.-

Mr. Rufrr. I was sayipg, that that vas one of the reagons that aid- ' -

* officers in my State had given me for the deobligation-and reversion of
 funds, of what I considered to be on a large scale. L e
" Mr. BucrawNan. It must be different in different placgs.
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... Mr. MarTIN. Let me &)mment on that, Mr. Buchanan. The college
“work study program has always been a little more difficult to adminis--
" ter in the fdct that you are tr¥ing to spread the money out and esti- .-
mate monthly payrolls. From an administrative standpoint, on the
_front end for scioo]s, it is a little more complex to make accurats as-
. sessments and judgments in terms of expenditures than it is on your
. loanexpenditures. o~ ) e
+ . If we go back to look atthe'history of the program, actually,:with
: * 'the exception of just 1-or 2 years, the underutilization of funds in an
.. given year Has really been under 10 percent. There have been a couple
“+ "of ‘exceptions to that. There are also a couple of horror stories that oc-
curred in certain States where there were large amounts that were
rpfunded. - Co o
© . Particularly I refer back to 2 years ago when one State in particglar
turned back a large amount of money. On further investigatiqn, how-
. ever, we found that this came about because the State agency there had
- increased very substantially their State grant program and the amount .
. of difference ‘In ferms of underutilization was nearly equal, dollar for
- dollar, to the amount of increase in that State’s scholarship and grant
‘program. : ‘ :
There are these shifts. What we are saying, in terms of the deobli-
- ation process is—having certain institutions i)eing able to deobligate
E ertain funds so they can be used by other institutions. While the Office -
of Education ‘zoes through that process it is a very slow and cumbey-
some process, that requires reports back from the school to the régional
* offices, from the regional office tohere, from here, back to the regions
. «who in turn notify people: . ' .
+ +  +We lose 4 or 5 months of critical time when these dollars gould be .
out there bencfitting the students and providing opportunities for

_them. Times just wasted, so consequently, at the end of the year,when =

you add it up, it looks like the program is not being properly used, and

this is not the problem of the program, it is the problem of the ineffi-

_ciency of the administrudion to give us those funds on a timely basis.
Mr. BuenayaX, Tam aware of that proplem, teo. - ¢ <
Mr. Houec.: If T could give you a personal ewperience, one of our -
regional cunpuses had been told they may receive $10,000 additional
for their work/study program for'this year and they were told that

in January, but they do not have it yet. : o
e They have no official award notice and they ran out of money and
..y, they had to terminate students in the progrm because there is no
v~ . firm guarantee that they will have it ., o
* * There ate two othet aspects to keep in’ hind, too. Some of the
_changes that were made with this very committee with the educa-
tional amendments of 1976° dealing with the program. to ease the
burden a little'bit from students having to terminate in the middle of
. the semester #nd allow them to vontinue on somewhat beyond that aro
. going to help. Wo are beginning to sec some of-the regulations being
' «eveloped ‘on that. We are hopeful that they will be coming outs
shortly. - . s : \ .
» vThe¥'e.~has been some negative reaction from the employers because
- of this and when OE gets through their regulatory process, we will
" seeto'it that this is going to help. o
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. is Jall, students who had stayed at homgehad to save-all
bt erﬁo:haqzm‘su&pm_;hhgmsalv’.esv_ ‘to save all but
$00 of earnied in the L

' cult to live on’

24 to 4 months by the sunmertime, it is protty

'\ can save that amount of money. Thij also hurts significantly lower ~ o’
:.-" inogme families where students may be helping to s-u?pait-the- family - °
- . to some extent during-the summer by some of their earnings. -

- They fipd it very-difficult to be able to meet these requirements. -

- of jobs, not j n campus but off campus, in the State.and around

b, ,_.\ TEUE T, S S
alig with the regulations, there have been goina:
re . for .students-to save virtually a.lm their, -
- eaTn whxle-*worlix::ﬁ full: time durinﬁn'&he SUMImer. .. -

If'jouhkean"il:lﬁtggndeﬁt student who‘h}';q to sudp ort himgelf for -
1

;. If we can get some relief from the Office of Educationon this, it “ .
’ will help us tgst and summer opgortuni_ties for students in_gll Sorts . .

.. " Mr, MarTIN, Another p(').ilnt"tliat'wé have -made with the people at
.. the:Office of Education: Currently their regulations allow a student.

By Aumulwe hadstudents}cémmg into us last year and saying, .
¢ “Thank you, but no thank you.” I cannot afford'to tako your work/ -
.- study job, even if I dm unemployed, becausé there is no way that they

I 'to’borrow to replace the parental ¢ontribution:that may or may not .

~ beavailable from a family, However, they do not allow that same - = -

student the opgortunit‘y to iwork -and replace it with earnirgs, and P

* . we have felt. for some timeé that this is a’ little.absurd, since it is

. contrary to a self-help concept, that students not be allowed to. work -

_to replace that parental contribution, byf are entitled to go out and - .'.

- . take a loan.

..~ We are hopeful through ‘the regulatory process this year, with the :
" changes in ‘work/study, we may be‘able to finally convine them of

‘the nead for a change in thisdirection. = .. '

‘Do youhave any comment or suggestions about SSIG #

.. Mr. MaRTIN. Mr. Buchanan, one concern that we have had with the "
- SSIG program is recognition of the fact that in ¢ertairi Statés, they

; ‘ eﬁ!,l that with-new SSIG money, you may-not.
" . necessarily be getting any additional State dollars. This.is a problem -

are sb far ‘overmatch

- that-has concerned us: I know Mr. Rhett and his colleagues have dis-
" cussed it and they are sympathetictoit. BRI

One of the advantages when the SSIG program‘came into being .

 was,that it not only ‘provided the new Federal dollar but'a matchin
dollar from the State. There is no doubt, in.our opinion,‘the SSF

‘ . programm has been very beneficial in helping students. It certainly has

, & program that certainly has directly affected a lot of middle-
" ineomestudents. . .- . = :

. In many States, the awards are iﬂg ‘tohigh_ei' ihcdmpwstude‘nts. t};an" .
we are able to deal with with odr existing programs. We certainly .. - : -
support that, but (zope we. do not -lose the matching fe: tvure-softhl_\t»- o

ating newidollars. -~ - . -

. weare, in fact, gen

.- - Mr. BuomaNAN.. Dr. Rhett proposed & two-tiered mrré.rigén:léﬂt for
' 8SIG: For the first $75-million, retain the present base yéar; but-above .

*that level, use a rolling base year in order to stim'ulatg a second genera-

PR

- Mr. Boosanan. I would certainly sgree with both of those points, '

AN
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.- tien ot'mto;eot on the part of States who are now ﬁﬂlj matched or
| hod ‘ e | .

o : - . .
Mr. MarTIN. That type of proposal would have a lot of merit.
.. Mr. BucrANAN. you very much. You had one gifted student
. in Congressman Ford..If you want to take one with learning disabili-
hﬁ'o‘mﬂd profit from an education. T : b
. Mr;Foro; I am looking for a memo on the status of SEOG which
-+ -Zhows the distribution of the program benefits, based on the current
year, showing that 57 percent of the benefits in SEOG now to .
_‘Income levels, below $10,000; 17 percent would go on the levels from
* $10,000 to $15,000; only 5 percent over $15,000 and 22 percent to in-

dependent students. . R -

. - Someone this morning su that if we draw a line.on BEOGs
out further then'we would bepefit by taking the hump that is on our
gmdph off where we put more money in for the people between $10,000
and $15,000. '

-

We proposed to give more BEOG money than is now:svailable—
in fact, give money that is not now avaNable to the $10,000 t6.$15,000,
. which1susing up 17 percent of SEOG’s. . " :

- ing that we could go to $1,800 on BEOGs, the 57-percent
figure, we assume, is not going to be gffected adversely in terms of total
mongy going to peopiq with incomes below $10,000. it reasonable to

. assume that if we keep the emphasis on a slightly more than an average
" decline for the BEO(’s for the $10;000 to %15,000 ‘group, that that 17
percent of the total rea;?g:rces going to that group would shift to the
above-$15,0001 W ‘ - "o -
“ . Mr. MaRTIN. Mr. Chairman, I think it is safe to say.that if we ex-
pand the basic grant program, which is viewed as the floor to all the
 student aid programs on which we build the otliers, that thbre is ob-
. viously ‘an efféet. We should be reducing the demand for the campuis- -
based programs from those that may be getting part of it now, go that
there could be a slight ‘shift’-zap into some higher income levels. -

. To say that we"would find jan immediate shift on that, I think that
‘that would probably be a little unfair to Assume that. There would
probably be some shift within institutions that would reflect that. -

One. of the Yroblems you may find is the distribution of funds
amongst institytions, some scheals would receive large increases mn

terms of some of these new.basic grant dollars, perhaps disproportion- = -

ately to their other mix, We might have to wait fatil the following ap-
plication cycle to reallocate some of those dollarsto other camr
- In theory, if we follow past practices; yes, the\dollars won ; shi
upward, up toward the right; toward higher income families. It is as-
sumed that the SEOG dollars would do that as well. .

[Additional material submitted for inclusion in the record follows:}- '

L K . " i ’ SN :
NATIONAL ABBOCIATION ‘%i&-;mu AL AID ADMINISTRATORS, '
: "= OENTRAL OFFICE AND PLAQEMENT SERVICE,
: . . Washington, D.0., Fedbruory 21, 1978.
Mr. WirLLiam D. Fogp, - :

" Chairman, Suboommitice'on. Postsecondary Eduoation, U.B. House of Represent-
atives, House Annex I, Washington, D.C. . '

5 ’ Draz Mz. Forp: During the last few weeks a number of articles and editorials
have appeared in newspapers across the country which demonstrate the wide-
spread popular appeal of the increased student assiatance dlternatives to tuition
tax credits as you introduced. Consequently, I would like to request that you in-

-
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clude the les which are enclosed in the record aénn attachment to the testi-
mony I pr ted on Febrtiary 18 before the Subcommittee.
» Thank you very much for your assistance in including this material in the
record. If I or the National Association of 8tudent Financial Ald Adminlstrators
- can be of any assistance to you, Please do not hesitate to call upon me. R
Sincerely, - :
Cot DaLLas MARTIN, Ezecutive Secrctary.
Enclosure. : .

{Dearborn Helghts (Michigan) Leader, Feb. 9, 1978]

Eprrosral. OPINIONS—GO0OD Nxws FoR Mmm?_lncou: 'Sfun:xrs——TnAxxs T0
: CoxgrEssMaAN Forp

A .
A real breakthrough for college-minded middie class students Is on the way . . .
thanks to the determined efforts of Cong. Willlam D. Ford and support from
President Carter. : {
What will become the greatest new plece of legislation for the middle class stu- -
dents who wish to go to college since World War IT was announced, with admin-
istration support, from the Oval Office of the White House Wednesday morning.
It will provide new, financing for families in the $10,000 to $25,000 annual

. income range as a for college grants and loans . . ..and should affect just
about 80 percent of tHe eligible persons in the 15th District, ficluding Dearborn
Heights and Garden City. ' . :

By next year the bill, as researched and drawn up by. Cong. Ford, should pro-
vide an additional $2 biMion in educational aid funds for the middle Income
students who heretofore have been locked out of such help. '

Carter's announced support at the Wedneaday press conference indicates that
the bill will receive rapid attention, with a joint hearing by members of the..
educational comm]ttees of the Senate and the Ilouse of Representatives which .
Ford heads, set for today, Feb. 9. HEW Secretary Joseph A. Califano Jr.-is to

" testify on the advisabllity of the hill at this hearing and throw the administra-
tion's support behind it. : .
v "Ford explains that the bill as proposed now is extending direct grant aid
above the former low-Income ceiling of $10,000 to a middle income celling of
- §$25,000 as well as basis for guaranteed loans up to an adjusted gross income of
. $40,000; He adds that in its second year the new program would provide addi-
. tional help for other campus-based programs for students seeking to get a college
education and hitherto locked out because of the low-income $10,000 ceiling.

“It works out that every college student up to the $25,000 ceiling would be
guaranteed a flat $250 grant plus having access, which he has previously been
denied, to a guaranteed student loan,” he said. Ford adds that while interest on
the student lgans would be pald by the Federal government to the loaning finan-
clal institutions, such repgyment by the student in the case would not become
due until after graduation. .

- “We are only making it possible for the middle income families to take advan-
tage of the grants and work study programs originally intended for low {ncome
students,” Ford continued. ‘ :
4 As proposed in Ford's bill, the program would cost $1.2 billion this year, with an
additional $300 million 49'be added to it in 1979. Only $700 million was included
+ {n President Carter's new budget as “contingency” money for higher education.
This means that the President will have to raise his $300.2 billion budget by a
balfbillion dollars to fund the program this year. .
This proposed legislation has regeived wide acclamation on Capitol Hill from
en whose mail from home has been running heavily in support of some
aid for thidde income parents with chlldren in college. The bill essentlally ex-
pands on the existing Baslc Educatlonal Opportunlty Grant program which was ‘
*  almed principally at providing grants and assistance to children of poor families:®

[From the Detreit Free Preas. Feb. 10, 1978]

Turrton Amp Is WrLL ATMED

’ 1
The rapid rise in college costs has brought forth a number 'ot new federal
ald propol:nu, ope or_two of which are likely to win Congress' approval. The .
plan recommended by President Carter this week Is well targeted and has a

N .
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They are from families with incomes of $16,000 to $25,000. The program of direct
grants previoualy has been limited to families with less than $16,000 in income.

Dther changes proposed by the president :

Tx maximum family income for the college student loan program, which
guarhntees repayment to banks and subsidizes thd interest cost, would be ex-
tended from $80,000 to $45,000. .

Additional jobs would. be created for 280,000 students who -work part-time.
The governmient pays 80 percent of the salaries. : .

The $250 grant program wounld be opened to additional students of low- and
middle-lncome families now excinded because of family aseets, number of depend-

- ents And other factors.

The amounts of scholarships for students trom families with incomes below
$16,000 would be increased by changes in the formula applied.
These are much better approaches than the one proposed by Sen. Willlam Roth,

" college students who, are not now eligl or federally financed scholarshipe.”

oL ' .
. : . 106 :

reasonable price tag. Al.t.houkx it may need some we hope it will prevail
over proposals that would scatter-the aid more b . i

A key figure in developing the plan was Rep. Ford, D-Mich., head of
the' House education and labor -subcommittee on ‘edncation. He said it
would bring “the biggest single infusion of fundl r middie-income coliege
students aince the adoption of the GI Bill at the en orld War I1."”

Some $3.8 billion already is being spent in schola and grants for indi--
vidual students. The plan entalls an additional billion. .

Bat it would expand the number of students eligible, recognizing -
‘that a Iamily now' may havq an e of $28,000 or mmmd.m,,amu.ndr-
cumstances, have great difficulty with bills. : L

. The biggest change would be to provi of $250 a year for two million .

R-Del., which would give a $250 tax credit (that is, take $250 off taxes due) for

familles of college students. Sen. Roth's proposal makes no distinctions between’

wealthy and lower-income students. .

We think it makes sense to provide much greater ald for families with less
than $16,000 in income than for thoee in the next bracket up. But it is clear that
increasing costs threaten to exclude $16,000-$25,000 familles from the college
market unless they get help, too. The Dlan also makes gense in that, although it

does not provide grants for the over-$25,000 group it does make more of them

eligible for loans, Care should be taken, of course, to assure repayment.
None of this enables anyone to get a free ride on the government because the
amounts involved pale in comparison with college costs for most students.
Rep. Ford deserves credit for his work on this solution, ag does Mr. Carter.

[From the Los Angeles Times, Feb.llz. 19781 ¢

EasiNo THE COLLEGE BURDER.
.

Presideat Carter has come foiward with his own $1.48 biltion plan ‘for relieving
the financfal strain on low- and middle- income familles that want to send their
children to college. - . N

We think it is a better plan than others now pending in Cougress, because it
would deliver federal assistance to those who need it most, and would not sub-
sidize students from the highest-income families, as would the other proposals.

The ity for expansion of federal ald to higher education is not in dispate.
In justhe past 10 years, coligge costs have risen 777, and now average $2,800 2
‘year fftultion and room and board at public institutions, and $4,800 at private
instit . The more prestiglous campuses charge 87,000 or more & year.

The affiuent have no dificulty meeting such expenditures, and the poor receive
most of the present scholarships, grants and loans. It {g the middle-income fam-
ilies that receive the least, and the President’s plas would benefit them signifi-
cantly for the first time. ’

At present, only students from families whose income i8 below $16,000 a year
are eligible for scholarships. Under Carter's Middle-Incorie College Assistance Act,
2 million students from families in the $16,000-to-$25,000 category automaticaliy
wonld receive, for the first time. $230-n-year scholarship grangs. -

We belleve that the $25.000 ceiling is too low and too arbitrary, however. It does
not take into consideration either the.number of children whom a family might
want to send to college or other financial obligations that the family might have.
We would prefer a scale that would reflect criteria other than just gwons income.

“11r
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.~ But, despite.that objection, Carter’s plan is still the best one in the h

y

-

While adding 2 million students to the scholarship -rolls, it would also

£ )

funding or expand eMgibility for existing forms of assistance to lower-income
studeats.  Anothér positive aspect is a student-work program. Carter-will ask
Congress for an additional $165 million to fund part-time employment for .

280,000 students, with the goverbment paying 809 of their wages.

The other plans before Oongress call for a direct tax credit to the parents of

college studeiits, ‘regardless of their income, A family with an inco
$260,000 a year would recelve exactly the same tax benefit as one

of

Sefis. Daniel Patrick Moynihan (D-N.Y.) and Bob Packwood (R-Ore.) are -
the guthors of the leading .proposal. It would sallow a family to subtract $500 ¢
from'its income-tax Hability for each student in college, and would also.allow a
similir deddction for children in private or parochial elementary and second-

., Whether the Treasury can or should subsidize private and parochial educa- |
‘tion below ¢he college level is certain to be the subject of intense debate in L
Congress, but there is stronger support in.both houses for the general concept .
of a-tax crédit than there is for Carter’s acholarship, grant and loan plan, = . .

. @he Moynthan-Packwond measure would be much more expensive. By ex: !

tending thx-credit be'nena to even the wealthiest familles—and by includihg

the lower levels of priva

_ and parochial education—it .would cost $4.4 billlon -
" ‘a year, three tinies as much as the President’s plan. :

Oarter has said that he will not accept new foris of aid ¢o higher education

celling to a more appropriate level. : .

Lhat reject family income as a criterion for eligibility, We hope that he will K
stand by tbat position. But we also hope that he will raise his own eligibility -~ J

+ The President’s assumption that a family with an income of $25.900 is mmn

nee, is simply unrealistic:

'more deserving fafmiliés than would the tdx-credit approach.

.

.r ~ . v
{From the New York Times, Feb. 13, 1978]

' A Berres TUITION Ap PLAN .

o able to finance. the college education of one more children without asafst-

A higher, case-by-case limit is necessary. With that change, we belleve that
Carter’s proposal actually wonld deliver more benefits,-and more equitably, to -

_ Congress appears determined 4o relieve the financial,burden on middle- come B
families with children in college. Senator William Roth's proposal to” award

every college student’s parents a $250 tax credit  has wide support .in

both

-houses—which explains President Carter's haste in fashioning his own plan .

for student aid programs for the middle class. We hope Congrees pauses long

. .enough to think through this expenditure of tax dollars to pay the tuition billy °
of some middle-income families. If, however, election-year considerations make .

.expanded student aid inevitable, g\t'_[eut the Administration plan makes better

bense than the tax credit approdch, -

~ Last year, excluding G.I. Bfil benéfits, college: students received ‘$7 billfon
in direct Federal aid and indirect tax breaks. Underlying this considerable
sxpenditure was the idea that'the Government has an obligation to make eollege

below

$10,000 thus garnered over half the benefits, and those with: incomes under.
000 got most of the rest. Now advocates of additional aid argue that ex-
ploding college costs justify aid for a broad cross section of Amerlcan families

‘ ?ﬂ’h to all, regardless of income, Students in families with incomes

ng far more. .

Do they have a case? The evidence {s not impressive. According to the Con-
gressional Budget Office, average family incomes rose 89 percent from 1967 to ,

~1978—but college costs increased by only 75 percent. Familles already com-

fortably off did even better than the average: Those in the top fifth ($24,000

plus in 1976) chalked up'a 95 percent gain over the 10-year period. No one

" doubts that a family. earnlng, say, $25,000 a year must make real sacrifices to

put two or three kids through school. It {s hard, though, to find compelling

statistieal support for the argument that middle-income families have
trouble paying college bills today than a decade ago.

) ‘
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It might be nice, of course, to ease thelr burden nohetheless. But money spent -

‘on student ald means.less for other wortby Government programs—or higher
“taxes. Difficult as the students’ plight may be, it hardly merits the highest priority
for acarce Federal dollars. Nor is it clear that middle-income taxpayers without

- neighbor's offspring to school.

~» . children in college should be asked to make additional sacrifices to send their

AL .

Right or wrong, the cause of some three million insistent middle-income par-~

ents is not lkely to.be neglectell in an election year. So it is important for
to understand that the Carter method of targeting funds to middle-

Congress 3
. income es i3 much more eficient than the tuition tax credit. The tnition tax
. “credit would-benefit all college students’ families whatever their income. More

than $300 million thus would go. to families with incomes above $30,000, more

- then $12 million to families making $100,000'and up. By contrast, the President’s-

plan would exiend the existing Basic Educational Opportunity firant system to

pay $250 per student to families earning $15,000 to $25,000. The Administration

acknowledges the need of some familles earning $25,000 or so, but limits their
beneflts to modest subsidies for private bankloans. o .

Higher education is a virtuous activity. It ig also an expensive actiyity; and

someone—student, parent, taxpayer—must foot the bill. Since most of tif® bene-

- fits—status, ineome, personal satts#dction—acerne to the students’ themselvesy

‘it seems that they should bear-most of the burden. We see no reason 'why_the -

Government should be in the business of writing student aid checls beyond the

amount required to make college accessible to those with real financial need. If -
.Congress does choose to classify middle-income students as needy, then it shounld -
- - atleast aim its largesse accurately. e ) S

..

{From the InBianapolis Star, Feb. 13, 1978]

v

. CARTER PLAN WouLp Hrre INDIANA.STUDENTS

" President J immy Carter's pr'o;iosed increases in ﬂnanddl ‘ald to college students

"1 educational grants and loans.

* . would increase dramatically, the ngm'ber of Indiana studehts eligible for federal

That is the consensus of the finanfial aids and student loan office ‘administrators
at Indiana, Purdue and Ball State 4iniversities and the University-of Notre Dame.

. The Indiana scholarship and financial aids officials also said they generally *

o President Garter rather then the various income-tax eredits contained

1¢ 

'

pending in the United States Senate. .

" prefer the package of increased. federal spending on education advocated /by
President Caxter last week introduced a plan for a record $1.2 pintiod in new

- ald to eallege st¥idRnts, including $350 grants to at least two million s dents from

middle-income families with gross incomes in the $18,000 to $26,000\gMge. .- .
- The Carter plan-also would provide subsidiged loans to students with family

- 'Incomes as high as-$45,000 before taxes, and expand federally subsidized work-

_styudy job programs.

Mr. Cafter sald more thin 5 million stadents in the country.could get federal -

‘aid when the increases take effect in the fall 0£:1970, which would be an increase
of-2 million students receiving aid. - . )

., - 'The financlal aig officers at the Indiana universities were reluctant to make.
specific predictions about how many more students in this state would be eligible

-(ﬁ:on_ld. But the total of their estimates is at least 85,000 students from middle-
‘income families. . : ; . ' :
Mr. Carter wants to add $1 hillion to the $2.16 billion Basic Educational Op-
portunity Grant Program which now helps 2.2-millfon students primarily from
low-income familes, Students in families with incomes of less then $25,000 would
apply individually.to the government for the grants.’ : = ‘
" The'administration has claimed that the goal of the aid package is to get the
money. to middle- and lower-income families where it can do the most good in
providing educational opportunity. ] ' . : .
This fall, a college student from a poor family, with income of $5,000 a_year
and fairly average assets, would get the maximumi grant-of $1,600. But in the fall

. 0£1079 whern Mr. Carter’s plan would be in effect, the maximum grant would ra¥se

to $1,800. - ) [ o .
‘A student from va low-middle income family” earning $12,000 would get $716
this fall, but a 50 per cent.increase in the fall of 1978 with a grant of $1,080.

1
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| & s®heit from’a family of four with lncome of $16,000 would get no basle grant.
’ this year because the ceiling a.about $15,000. But the plan would give all students :
«from families with income between $16,000 and $25,000 grants of at least $250
- be in the 1079 sthool year. o= - . T :
N\, Itisin:that family grossincome range that the Hoosier financial ald officlals
.. .sald they expect to see the huge inéresse in tbe number-of eligible students. But
- -apother large growth area wgnlad be in, work-study jobs in which the federal gov;  *
", ¢rnment pays the major portion of a st dent's wages 'fg; an on-campus job. oo
"1 . The chief advantage of Mr. Carter’s proposal is that it tends to funnel the
. greatest percentage of funds spent to the rhiddle- and lower-Income families, & . «
. tudy by the Qongre‘eslonal"Budget Office concludes. C

- ~

. N

L s & f¥romtheHartfort Courant;Feb. 15,0781 - - [~ S

L ' ' -HELP ¥OB THE Nor-80-B ' ’ ' ,
. Turee propoeald to .increase college dhistance to middle-class farmilies are

.. competing in represgnting a volatile mixture of politics, education and -
_.sociology. Of the three, one:is generally pre_gerable. one is clearly d‘gﬁc;e&..and '
+ g third is a satisfactory compromise. S e R .
‘This suddén rush to soothe the middle class: s prompted hy Senator Wwilllam
" V.. Roth, a Delaware Republican who has pushed throéigh the Senafe a $250 . {
. tuition tax credit, which would rise to $500 in four/years. Powerful House Demo- | R
" orats have reépedtedly killed consideration of-the R th' plan, until the Democrats - .
could come up With a proposal of thelrown. ~ *. = ' £ e -
-~ ..‘The Roth bill, which has gailed through the- Senste on three different occa-.
" . uions, yould provide efiiclent ‘and immediate ald in peying college costs. Bu:
. . reaucracy wammld be sldestepped by ntilizing the.simple niechanics of the income , .
. tax fystem. Besides the fact that Mr. Roth happens to be.a, member of the wrong - =
" political party, objections to his plan center on its cost and Its scattershot ap-  °,
~ proach, with credits given regardless of financia), need. We'have some sympathy - -
- for;those objections, suggest an income -eligibility celling to deal with both-. ..~ <
©idiffculties, | i o T T T e e
... A"different plan’ offered by. Senator Danlel P. Moynihan, & New York Démo- « 7
crat, and” Robert, Packvwbod, an Oregon Republican, is constitutionally question: - . -
“expand' the tax credit strategy to '* -

. -+able. The Packwood-Moynihan~bill woul
.+ ‘include private elementary and high sc
: * sneak federal funds to tharochial schools;

= . failed court tests at the federal.and state Jeve
- . _#by Congress. The cogt of such a plan waul ch an estimated.$4.7 bifllon by -
.~ 1980—gn extra srg.Orice for the general -public to pay for a program e

od 1o specificatly, 1Mndirectly, aid religious schools. - . _ . P
“Presidént Carter’s plan, which, true:to the long Southern Baptist tradition of
ch)ﬂreh-st_nm' eparation, includes no gifta to’ elementa?y ‘and high schools, is.a LA
. viable compromise that incYeases aid to the middle class, but with more restric-
--tions than th§TRoth plan. Income Jevels for certain federa) programs would be .
=~ . raised, 1¢;i:?'w d be more available to middle-income gmilies, and certain \
- low' income g1 ddle-Income families would be freed from - restrictions that
. have prevented them from recelving college ald before. - - Y
. * This spectal new $1.2 billion package has the adgantage of operating under
_-the current structure designed for distributing college ald, and still limits. per-
- gons with no real need from recelving money. While we would prefer to see ~ °
- the Roth plan .modified and approved, the President’s alternative 18 a step to- -
ward providing much-needed college thition assistance. . . oo
As early as 1647, colonial Massachusetts ordered every town, of 100 families
or more ta establish schools to prepare children for college studies. . - - ‘
. This yearning for higher éducation has long held a dominant.place in American’ .
“life. Univergity study has evolved froni primarily a theological tradition to a
professiondf and cultural pursuit. L . - ) ¢
T e As with many other federsl aid programs, 8 new tuition benefit might well
- encourage colleges to-raigse thelr costs to soak .up tbe new dollars. Declining
- enrollments -and .competition from low-cost community, colleges may curb' the
. tendency somewhat. We ‘believe the effort 1s more than worth tbe risk. The
nation’s best minds should be encouraged to attend schools that best meet their
needs, not just their wallets. ' - - . i

-
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v [From the Baltimore Sun, Feb, 26, 1078} .- S

CHURCH.AND )STATE AND ScHOOL

. e ’i‘he high cost of college could cost/nibre than money. If it used as a lever to

provide tax creditg'to offset tuition payments for students from -college to kinder-
garten, the cost to thé principle of separation of church and state could be ingal-
culable. The bill sponsored by Senators Bob Packwood and Daniel Patrick
Moynihan that hagemerged from the Senate Finance Committee would subsidize,
pirents who send their children to church-related elementary and secondary
"schools. And as such, it would batter the First Amendment provision stating “that.'

. . Congress shall make no law respecting the establishment of religion.” -

In recent years, the Supreme Court has guardedly permitted the use of public '
funds to provide school lunches, medical services, bus transportation and, in some,

\

instances, even books and fristructional equipment for private school pupils. This .

is on the theory that puplls attending private schools, 93 per cent.of which are

" sectarian, are entitled to benefits that do not have the primary effect of advancing
religion. The court has been even more flexible_in permitting state ald to serve
secilar educational purposes in ¢hurch-connected colleges. But at no time has it-
endorbed a quantum jump to tuition tax credits for pri¥ate primary and secondary
schools ; indeed, in the court’s 1973 Nyquist decision rejecting a. New York statute

."1t said such aid would have‘the effect of giving ﬂnancl'ul support to sectarian
{Institutlops. . ‘ ' ' e .

We feel attention should be focused on the church-state issues lest it:be
,obsgr_(ed'by the popular clamor for relief from burgeoning coRege expenses. In
_eachi'of the last three years, the Senate has-approved Senator William Roth's

tuitiontax credit proposal for collége students only. Despite objections based on

* “scost and tax policy, the idea has continugd to pick upsteam. That is why ad pcates

.

.. by/urging expangion of student loan and grant. programs,

-

of aid to Hrivate elementary and secondary s¢hools sre trying to ride pdggyback’

,’The administration approach might be less expensive. I would retain‘neet
as a factor In ddtermining aid to college students. Its grants dnd loans; when

oWe college tultion credits. It is also why: the administration has responded <$

s

"

required, could be of a greatéf magnitude than across-the-board tuition tax

credits of up to $500 a year. Though'exp,nndlng bureaucracy, it would not threatén

.public schools or the Constitution. . ‘ S . .

. HEW Secrefary ‘Jogebh_Califano has“yightly warned -that. the Packwood-
Moynihan provisions for tMtion grants at the elementary and ‘secondary level

would be “a devastating blow to publie school education in this counstry.” Con- .-

sider these figures: federal aid to the public schools now.amounts to betwe¢en
$125 and $145 per student (the numbers vary) ; the Packwood-Moynihan bill, in
contrast, would provide what amounts to a $500 federal subsidy to each child
_sent to a private institytion, secular or religious. Thus, Washington would be
promoting a dual schdoV system by givink four times as much aid to the private
school child as .to the public school &hild. It also would bé encouraging the
formation of more private schools dedicated to various kinds of eXclusivity—
religious, racial, economic, nelghporhood. etc.. C

There have been suggestions, most of them facetious, that if Packwood- -

Moynihan were really enacted, some puhlic school systems would .be better off
to declare themselves privatenmmd charge tuition rates equal to thd®ax credits.,
And why not? They would gtill nemain competitive with private institutions that

. predictably will raise tuition rates by nmopnts commensurate with tax credit .
levels. . . o . _ L

¢ N . .
Mr, Porp. Thank you very much. , E . ‘ : :
«, Without objection, the prepared statement presented to the com-
mittee will be inserted in H“m record and voun may: proceed, . - "

* STATEMENT OF JOEL PACKER, NATIONAL STUDENT LOBBY

.
Ml?, PA(‘;KE‘R. My name is .foo.l Pagker. T am legislative director of the
National Student Lobbg. This statement is presented on behalf of the

National Student Labby and the United -States National Student
" Association. : Toobae o o LY




country which focuses mostly on the area of student financial

~aid. While NSA is in its 318t year of continuous'operation, and also &

i *coalition of studént’ governments. Both organizations'represent both h
. »" publio and private student governments as-well as State and system-

E wide student associations. - o S _ . .
- X am delighted to be here today to be able to express our support for

P

o - Nggisé ‘(-yedr-old éoajiﬁidli -6f;studen't.' rovernments from through- e
~.out th ;

N

" HR. 10854, the Middle Ingome Student Assistance Act of 1978 -

. ,'%ISAA]‘.\ After years of fighting with the administration and the
. ‘nm

-not only over increases in the Office of Education programs

" of student aid, but to eIu'event programs like SEOG-from being totally
come change.to appear here to discuss how we -

eéliminated, it is a w

- _ llnfht best provide substantial increases in' programs, -

Tm laud you, Chairman'Ford and the other sponsors of our

ks bill, as Wellas the President, for his support, and Senators Pell, Wil-
Liams, Javits; and Stafford fortheir sponsorship of the College Oppor-

B tunity Act of 1978, which. would provide substantial increases in the
asic _ it s .

¢ grant prbgram.

K

,‘ ~ ﬂ] recent years, the themes of our annual conferencés have focused

on the lack of resources available to college students, and: the

: sour : eral
Qo lowﬂsﬁdrity that the Pederal Government places o education.g‘;xll,SOO
ight,”

T or : . Ahan s
S ;wa% he-slogans of our recent.conferences. It seems at last that we may -
- act ' ’ o

.. 'The

**"We WantMore Than Crumbs,” and “More Than Peanuts”

Teceiving more than péanuts, ¢

‘basic question today seems not to be whether. or not inore Fed:

" eral aid"for college students from low-.and .midd]e-iiu_:ome' stidents'is

"+ needed, but rather what form such)aid should take} a tax credit for. -

tuition-or an expansion of student.aid programs. NSL and NSA have:

>

-

.<‘.

- . alwayB opposed tax credits as art inefficient, ineffective, and inequitable -

" -\ Before I 'ouﬂine,our-épeciﬁc veactions to. MISAA, Tet me just men- - .
- *tion fof the record a few facts relating to the effect of college costs gn' o
" .gnrollments, in order to fully illiistrate the need for increased assiit- = -

o at college participation rates, that is the number of high school gradu- o

form of assistance.

ance, such agthat in MISA A,

Costs and income levels are a factor in .collegé'_emv'l‘lx'xiénts‘.Look'iﬂgv'

. ates going direct]y on to any college, the American Association of State
- Colleges-and Universities has pointed out that this rate is correlated

.. with the leve]?of-tuition. Thus, in California, with tuition very low in_ B
. public ingtitutions, about 75 percent of all high school grpduates went” -

w

Y

/’ .

o on to collegey while in such States agMaine and Verment, with very -

- New Yo
- crease.df alrost $800 in 1 year, 50,000 fewer students attended thé uni-
. versity, adecrease of 20 pércent. -© T -

A survey performed for the First National City Bank in 197§ound :

4 | Chi'ght tuition, the .participatjon rate 1s only-abdat 35 percent. And if

X

direct proof is needed of the effects of college ‘costs increases on enroll-

ment, -on‘l?kneed only look at the tragic case of the City University of =
where gfter the impagition of tuition, an effective cost jm .

that 12,5 percent of all- Americans indicated that someéne
family ha n prevented from going to college in the last

s
'
PO

~

their
. orr 6 N '
~years becalte of cost. The-same study showed that 60 percent of fami- ..

lies experienced hardship inh meeting-college costs, with half of those .
" reporting “extreme” hardship. - o T : :



s

Information from the Bureau of Labor Statistics shows that in
autumn 1974, a_family of four with an income of $14,333-—the BLS
intermediate level-—after meeting all taxes and necessary living-ex- - |
penses such as food, housing; clothing, and medical care, would have

.only $662 léft over for all “miscellaneous consumption” which in- -,
cludes education. Obviously not enough to afford a college education.

, - NSA and NSL wish to point cuf that while the need exists for pro- -
v_id?g aid to middle-income families, the needs of the lower-income .

». student must not be forgotten. Large increases in their awards are -

. desperately needed to ketp pace with inflation.and ipcreased. college-
costs. For instance, under the supplemental educational opportunity -
grant program, data frons the Office of Education shows that the aver-

, ageaward per recipient has‘declined from $328 in 1970 to'$524 in 1977.

. Inthis period it fluctuated from $505-to $570. E C e

Regarding basic grants, though the President has called . for full
funding of the program at the maximum award level of $1,800, this is ~

_only an increase 6f 29 percent over the $1,400 maximum in 1973-74,

.while the CPI iricreased over 50 percent.’According fo a high ranking - |
Office of Education official, an award of $2,200 would be necessary to' «
keep pace withinflation. * =~ v - , N :

. And thoughthe studént aid programs huve helped enormously in-
expantding access for lower-income studenfs, the fact remains as.the

“attached chart from ACE shows, thn?those from ineomes over $25,000

. .are enrolled at almost twice the ratd of those from families with in-
. comes under $5,000. At,{private universities thereds almost a féirfold
difference. -+ - . e o o,
iy .One last.piece of data is relevant. The attached chart from. the
*" Higher-Education Research Institute, showg that for fall 1975, net
- price of college, which is total expenses mings the sum of grant aid
- ‘and family Tesources ha¥sbeen roughly equalized for alllevels of col-

" lege costs, for all families up t6 $20,000 income. But. unless aid is
increased for the/lower incomes and extended into the middle incoines,
this_pet price barrier will.become inereasingly insurmountable as

.. collego costs continue to skyrocket. o T
'While we are in basic agreement with MISAA, we do have several '+

_ reservations regarding specific details. As you know, the package called -

" for by the President wonld increase appropriasions for student.aid by -
$1.46 Billion in fiscal year 197D. The bullé‘of this increase, $1 billion .

. will go to expand basic grant eligibility by raising the maximum award
to $1.800, increasing the family size offsets, and muaranteeing a $250
grant td-everyone with incomes from $16.000 to $25.000. In adldition)
current inequities in the treatment of indenendent students, particu-
larlv those with their own dependents would be rentoved.. = - .

. The rest of the funds would Zo-to increase the work-study program
to $500 million. which is the maximum allowed under current author-
ization in fisca] vear 1979. and to raise the ceiling for eligibility for -
the interest subsidv in the guarinteed student loan program from

. $25.00040 $40.000 adjusted ineome,- .
' The spetific changes we advocate are: .
(A) An increase in the funding for SEOG. An additional $130
» millieg, which would bring the total appropriation to"$400 million
- is necepsary here. This would provide about 260,000 new awards as-

i
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- suming that-average awards stay the same. The need for mcrqaged, t
8 ﬁc&n be seen_by lo‘ékin% at the Office of Education regional = '~
>~ . review panels approved request level.© . " - el
- In fiscal year 1977, thisamounted to:$600 million. SEOG awards:are . .
-particularly helpful to_ private colleges where due to their higher -
expefises, even an $1,800 grant‘from iEOG falls far short o\f even

. megking tuition charges. a a T
< fm- incregse to $450 million *

-

oA
" T 'riote that the Ford bill does mand
“.. * in SEOG in fiscal year 1980. I see no reaSon why this cannot be done
- . iffiscal. year 1979, which due to the forward funded nature of the’
* . program, will not be spent until academic year 1979-80. - - S
7 - 7. SEO®s provide flexibility, because even under the greatly-expanded
‘ < basic grant program, dué to its'uniform formula procedure, some in-
.- dividuals will be unfairly dénied aid. SEOG; granted by the campus
- " financial aidrofficer, can help alleviate such a problem from occuring.
. (B) Inicreélase the funding for State student incentive grants.(SSI % _
.+ Am-additiona} $50 millien above the fiscal year 1978 level of $63 mil- -
.+ lion.should be approved. This will result in approximately an addi- -
" tional' 200,000 awards being granted jn this program, which is a State-
" administered program, with the Federal share providing 50 percent
of the funds, and the States the pther half. S Yo

‘This has been an extremely successful and effective program,,and
@urrently. teaches more middle-income students than either SEQG or
asic grants..Jt is also one of the.simpler Federd]l programs to.

. éC) Do not change the chagacter of basic grants by Zuaranteeing
a flat $250 grant to all those"between $16,000 .and $250,000. incomie.
This tylﬂe of change detracts from the need-based nature of the pro- -
gram. In addition, it creates other serious problems, if-the program
casnotfullyfunded. © . 0 - . o A o T
~ /Normally all awards are reduced by a_percentage.-with the largest .. -
awards, for the lowest incorie group, receiving the sm#llest percentage . -
reduction. Under the Fqrd bill, these $250 grants would not be reduced " -
‘ ;gslgss..-thgn full 'fundigg; because of the language guaranteeing. E& _
T e L wl o ) v R
.., 'This creates m;sj: ign whereby a lower income persqn, from less .
.- “than $16,000 would"be®penalized at less than full funding, while the
.upper-incomevi)erson's' n'ifh_e program would not. This 1s certainly.

.
X,

. contrary to the progressive nature of the program. This could be *
* .~ changed if the $16,000 to $25,000 income group were brought into the
- yprogram either by further increasing the family size offsets, or by -
decreasing,the taxation rates on discretionary net income, as Senator - -
Pell has proposed, or some combination of thetwo. " . o
is would not only preveilitthe problem in régard to.reductions,. = -
-1t would also maintain the concept that awards shéuld -be proportional . -
", to need. At minimum, language should be added to insure that theg‘ o

RPN

$250 awards are also subject to reduction af less.than full funding.™ . -
Another concernvwe have is the problem of achieving further in*

creases in the maximum award above the $1,800 level. As noted earlier,~ .

an award of $2,200 isneeded to maintain the value of awards in pro-.. :
. portion to cost. We strongly support increasing the statutory limit on™ .
awards to $2,200, and providing sufficient funds fgr' this change. =~ .-

Cous o T T

B
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oo In addition, the maximum award level should be tied to an infla- #:
" tion or costrof-college index, President Carter, during the cqrhp'aigr'l, '
in an interview with NSL stated that he “was in favor of.an infla- -
, - . tion index.” This should be done as part of the reauthorization in 1979..
- It is my understanding that part of the administration’s feason for.
choosing to go with the $250 guarantee,’is to keep the cost of raising
- . -the maximum within a reasonablérange. - ’ ‘ﬁ;}‘ S
.~ Under the Ford/Can#k plan, every $100-increase in_the maxigum ",
. -award would cost $10(»milion, while if the rates were lowered on tax-
_ation of discretionary incorne tg bring in all persons up to $25,000 in-
come,’the amouht required for & $100 inerease would be closer to $400
to $500 million. It is vital that the expansion of BEOG does not make -
futyre increases in Jhe maximum award prohibitive, or lower income
persons will be unfdirly penali%ed. . oo
_~ Another issue regarding basic grants is-the current-half-cost Hmita-
-#tion. NSA/NSL believe this arbitrary fationing deviee should bg re-
- pealed. While this might not be dealt with now, it shonld certainly be ’
- considered during thisreauthorization.,.  * = .- e -
©  One last point I want to make concerns the instituﬂonal allowances
for basic-grants. Authorized at the level of $10 per BEOG gecipient,
—- these allowances are sypposed to be used by institutions to offset ad-
ministrative costs and-to provide consumer informativn to students, .
The administration is recommending $9.5 million for these allowances,
. . which is approximately $# per recipient. If the alloyances are even-
— tually fully funded and there are 5.3 million BEOG recipients, then '
©* $53 million would be funncled into this program,-which in our opinion -
= is ill'defined. Attached to my statement is a short paper from the Na--
4 tional Student ‘Educational Fund outlining why these alloavances .
" should not be funded until details‘on which specific programs would .

B Wr from, this new program are agreéd upon. T urge this cotn-
" TTmittee to give sefious consideration\to this issue. v '
‘ In closing, Mr. Chairman, while we have certain disagreements over -

some of the details of your proposal, we are in basic sgreement with
it- I urge this committee to quickly report this bill/%ith-the amend-
ments we have outlined. T hope the informut'ton we have presented .
here is helpful to you. ' ' Che o
" [The prepared statement ahd attached materials of Joel Packer :
follow ;] I : | ' S
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o nema {a Joel ‘Pnchr ma Iam u;uluive Diroc:or of the Nstiomf Student Lob- .

Sutu lhtionol Student Anociui‘on (NSA) NSL is. a uvan-yur old coau-"
don of uudqnt I;mrﬂnta fron throughout .thn country/ which has copcentu—
tgd itc ofloru on 1obby1ns on thoge ’iuues vhich affect ltudento in their

! cqm:ity i‘ ltudentl. primanily: on fin‘ncial aid. NSA, also a coal:l.bion of

studant ;ovornnonta, is now in its 31.: year of continuous operation. Bo:h

or‘u‘qtions hsve ss laduu both publig snd privnte inutigututiono of high-

cr.cducntitgx, as ‘well u aute and .ylten—vide otudent auociations. .Collec~ :

, A
donn. )

1am dclightid 40 be able to express NSA's snd NSL'- lupport for
H. R. 10854 the Middle Inco-e Stuant Assistance Act of 1978 (HISM) After
‘ydlu of ughting v:lth the Adllin:lltrlt:lon lnd the’ ponguu not on1y over‘"
mcrqml in_the otuce of Educntiotr (oz) programs of student aid but to

, puvont pro;un 1ike SEOG fro- being totally euminued it 1. a velcou "

Qlimn l’otd and uﬂcr- o!*'

’ 'culul in thou pfogrm

as ve11 p the Pruidont for ﬂis support, and Senatou Pell, Hﬂlinu, Jnv:ltu,
nnd Stlfford for the:lr @onsbuhip of the Collegé Opportunity Act of 1978

\ihich vould provi,de uubltmtial 1ncreanea in the Baaic Grant progum.

" the lack of uiourcn .vnilable to college “students, and tho general low

O
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Poltucondnry Educntton Subco-i.ttee, ny

by (IS{). m. uun-ut io puunud on behalt oE NSL, nnd tho United

tivoly, our combined lclbeuhip is npproxiutoly tvo nillion collego stu-

: chanso to appear. heu to dilcuu how we night best provide substantisl in- '

e I must appllud you Chaiman Ford and the. other’ sponsou of your bi‘ﬂ

In _fecent yenu'tho theméc of our aqnual conferences have focuud on

priority tlaa thq lodoul ;ovemunt placeu on educltion. "51806 or Pight\

']



. collcge,gnu Ancreases on®enrollment, one need only look at zhc tragic case

1

O
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o! m neout ;ouf.o u¢ "Iz uc- nt lut that we may lczu-ny be receiv-

m mc :luu punnt The buiq quuuon todsy seems not to be uheeher )

-

m— not -oro hdoul -sq tor college uudcnu tzom low- and uddle—incan . .

/?‘
uudma is mdcd buc]nthqr uhu ton luch aid chould tske; s tax cudit

.

!or tu.itiml ot an oxpnnuon o! ltudent aid progtus. NSL and’ NSA have nl\rlyn ' '

oppoud n: cndi s ds an ;.natﬁcienz. ineffective, md 1ncqu1ub1'c ‘form ot : .

[

micunu . v . o : PELE

P - ) A
!ou i outnm our, npﬂ:iﬁc :ucuon- to KISM. let me just men~.

tor the rocox'd 2 hv hcu tellung to the etfect ot college conu on . .

ontoll.mu. in order to tuny nluuhu. the nud for 1ncu‘iud nuuuncc.
.

(buch as that in HISM. o " . — .

- Costs und intome leveln nx‘e a factot in co lege entollmenu. Looking

NEN

at collegc pntticipuion rates, that {s the nusben of high school gtnduatel :
going diuctly on zo any collcge. the heticnn Auocintion ot Su:e Colleges ' - .'
lnd Univcuiuu has ‘pninted out that thu uu is correlated vuh the level

of tuiuon. 'l'hun. 1n Cnlilomin. yith tuiuon very low. in public inltitu-

1onl. -about 5% ot sll high school graduates went on to college. vhne in _

nuch ltntu u Haine nnd Vemont. vith very high tuition. the pltticipntion .

uu is only about 35%. And’ u direct proof u nceded of the cﬂects of

of tho City Oniversity of MNew Yorl, wheu'nttu' the iupouzion of tuirion. -

an clhﬁziw cost incnnn of almost $800 in one yut. 50,000 tmx' nmdcntc
‘ . K
utﬂldod tln Univerut‘fl decrcase of 20%. .
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; . . “

% vent\.djro- golng zo \.ol.lc;,c ln the lasx flv or.sfx yeurs bocause of J.ust-. ."lt \

a o we i3

" The une study showed that 602 ot’ famméﬁ

,collcge coltt‘-ulth half nr ;ho.e repurtl f eexrreme hurd.hgp. te v
-‘,.t_‘

Inl’omatlon {rom the I!urc.lu. of Labo .Statistics shous that in aut-
_umn 1974, 8 family o{ Tour wigh an 1ncoT ui Slé 333 (the BLS int di:fte

lcvcl), nl"x.er mee:ing all taxcs a‘nd newssary llvlng cogta, such as- fnod.

"

. houung clothlng. and medlcal Lure. vou)d have unly 5662 )...ft over Jfor’ all . T

nucel laneoul conaump!lon" uhlch tnclud’es educatlon O'bvlp'usly_ not enqugh

~ " S . . . . - -

L to .rh{ord'h u,.ol )cgc education. ' . ' ‘ o ‘ ’

. ] . g

exists for providing
. \ - N

‘alé to nldd lncole {ullles, the needs of the louer-lncome student. must

Sy . ahen

no: 'be {orgotten. Luge increale in their nuaras are delp.ﬁ-at‘ely needed to -t

t»

NSA nnd NSL uuh to pcﬂﬁ: out um ‘h‘he the need.

'kcep pace u!;h m}lltion nnd lnumued «.ollege costs, For instance, under

ot the Supplemenml Eduutional ()ppomunlty cr.m: (s:-:oc) prbgrnm. data {rum N

OE ghws thaL the avemge aual'd per rreclplent has declined from §52R: in . e

P

‘-1970 to 3524 in 1977. In this period' it fluctuatcy t'rom $505 to 3570 Re-
R gardlng Buic cunu. though the 3reqdent has called for full {unding of

_the progran at ;he uxlmum nuard lgvel of $l800. this is only an 1ncreau

u/

of 2” over th24$l400 maxfmum in l97] 74 uhile thev crt 1ncreaud over

. " s02. Iucqrdlng‘ bu :&lgw rnnklng OE ot't'lcial. an auard of $2200 would be
. ! o
neuellvy ‘to keep pace ulih fnflation, et " . 3 .

LN

O
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And though the student aid progrums have help. d cnqrnouoly in lxplnd-

ltoy ACL shows, thet thonq“?t omas over 323,000 are lnrollcd st s

. e'lug sccees lot louot—lncOI- otudcnto. the fect remains, es the stteched t
4

© rocket.

tﬁtéo the ‘rate of *thoss from f es with. incomes undlt $3,000. At pri-
vate untvorcttt.n thare is olnolt n four-fold dll(or-ncc.

One lest pfece of deta is relavent. The stteched chart from the

'Mtgh-r Educstion I-ccotch lnotttuto. ohovo thot lot loll 1975, net prtcc.ot

'colll;o, vhlch is totol c:pcnooo ndnuo th- sum of grant aid oad lollly re-

sources has besn roughly equalized for oll levels of college coltl. fot

. . ' . . ) . . "
all famtltes up to $20,000 incomé. But, unless sid is increassd for the
lower-incomes end extended into the middle-{ncomes, this net price-berrier

will become 1ncron‘1njly insutmountable as college costs continus to sky=

'
.

.
A

While we sre in basic sgreement with MISAA, ve do havé ssversl res-

crvot;onn regerding specific d;tcll;. Aq:yoh know, the packsge celled for by
the President would incrsess opproptlctiono'fot student eid by $1.46 billion
in FY 79. Tha bu1k ol ihto {ncresse, $1 billion will go to expand Basic

Grent oll.lbt{tty by tl;llng the.llxlnun svard to $1800, 1ncrooolng the (am-

ily ct:- offsets, and |u|tnntcllng . $250 grent to everyons vith tncomes from

$16, 000 to $23, 000. In oddttlon. current tnoqutttoo-ln the trestment of in~

.dcpcadont students, portlculotly thoss with their own dcp‘ndonto ‘would be rc-

moved. The rest of the funds would go'to incresss the Work-Study program'to

$600 million, vhich is the -lxtlﬁm sllowed under current lu;ho:i:.ttqn.tn [ 24

. : . '
S @

EY
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79, sad e nt-.lh‘.ﬂ“l for eligibility for the faterest nubn“y ia
t“ Mmm ltuhlt. Lean program {rom $23,000 to $40,000 edjusted uebn
The qauu nh-.h ve ndvocau aret
v A) LICERASE MR WMDING POR $806
Ja sdditionsl $130 million, vhich would bring the totel epprop-
ristion te 400 aillton 1o mecosssry hare. ni- would provide about 260,000
"V avards uo-m mz average avards’ nuy the same. m need for i{ncreased

- §30C cem N n‘a by loonu ot the OR numl nvuv vemtle Approved requeast
lavel. h Y 77, thie mud 40 $600 millton. SEOG awerds are particulerly

hlpml to private colleges, mn dus to their higher axpenses, even an suoo
gramt from MEOC falle fer .lnrt of sven meeting tuition charges. 1 aou that
the lord b1l does mau an incresss to $450 million in SEOC in ¥Y lo.

888 %0 reason Vhy thie canmot N dona in FY 79, which d\n to the forwerd

. funded nature of the program, vill not be spent mm eacedenic yeer 1979-
80, SROG'e provide flexidility, because aven under tln greatly wu«d

" Basic Graat program, d\n to i{te wniform forwule procodnn. individuale

will be wrifairly dontod eid. SBOG, unud by the' canpus ﬂunetnl oid of-
ticer, can hlp elleviate nnch @ problem frow occurtn..

§) ISCAIASE TWE FUNDING POR STATE STUDDNL INCENTIVE GRANTS (S81G)

An edditional $30 willion sbove the FY 78 lavel of ml)umo.a T
should be approved. This vill result in spproximately en edditiomal 200, 000
svards Hu ulntqd {e tMn program, which fe @ etate ndltahund progras,
wvith the Mlﬂl ﬂun providing 30X of the f\lldl. and the States the other
half. Thie has been an ntr-lr succesaful and effective program, and
currently reaches more uddlc-tnco- ntudnu then ntthﬂ SE0G or Bastc’ Ouau.

1t ia elso one of th- eimplar hdoul prag $0 adminfeter. 4
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This type of change datrects from the need-based mature of the

N

pmu-. In adéition, it creates other sarious p:‘gbh-. if the program ie

ﬁp ot luuy-l-b‘ Wormally all swerds are reduced by a-percantage, with the

.

ur.ut mun. ln the lmn-neo- group, receiving the smalliest percen-
toge mm-. Dadar the hri bi11, these $230. grante would not be ro_ﬂmd
- at less thea full fusdiag, becauss of the language guarantesing the $250. Thie

_ereates & ottu:t_oi vheredy a lower-incoms person, from less than $16,000 would
I“:ouuu‘ ot less than lpll-lnuuu. wvhile the upper-incoms porum in the

ron vould wot. This fs certainly- cougnry to the pnanutn utun of

the pregran 8 eould be changed tl the 316.000 tl $23,000 incoms group

o the program aither by further increasing the family eise

'T‘?m.m » OF by decreasing the taxation rates on dticnuoury nat incows,

as Senator Pell has proposed, or some combination of the two. This would not
oaly prevent the problem in regard to reductions, it would also maintain the
i eoua;t' 'shn avaids “should be proportional to need. At ainisum, language
“should be added to ensure that th’cu $250 awards are aleo subjact to reduce
tion at lon than lull—lundtn..

_Another concarn wve have {8 the .rob.ln of acheiving lurtlur tn—,
crease 1a the maximum award above the $1800 level. As notad sarliar, an avard
of $2200 is needed to maintain the valus of avarde  in proportion to cost. We
.etrongly cqpon- increasing the ontutéry 1imit on avarde to $2200, ;nd pto-
v“tu oulucunt funds for thie changs. In nddtttou the —xi- qward level

should bo thd to an inflation or mt—ol-collun index. President c.rnr.

—
Do
Cr

L 4
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duuug the campaign, in an intsrviev with NSL stated thst he"vas in,tﬁor

- of iﬁ inflatiod ‘fndex,” This should bs dons as part of the nnuthoriiation

in 1979, It s l(undchundin; that part ofstha Administretion's resson for
cbutu to |o vith mszso lulnnno , 1s to knp the cost of raising thn
mxisun vtthh-vn nuomybln. range. Under the Ford/Cartsr plan, avery $100 in-
creass in ths qnl_l-.lvnid,vould cost $100 lillionl, whils 1f gho ratas wers
lowersd on taxition of diecretionary incoms, to bring in all paraons up to

425,000 incoms, the smount required’ for & $100 increass would be closar to

" 4400 to $500 milliom, Its1e vitsl chat ths axpansion of BEOG doss’ not maks

future incresses in the mim swaid prohibitive, or the lower-income pcnonn.
vill be unhtrly pmliud. ) o ) '

Another’ inu. regerding lnic G!ﬁn 1e tha current half-cost limite~
tion. B‘/lﬁ- bolhn this lrbitnry rationing device nt;ou/ld be rcpcalnd.
mu{%ma might not bs deslt With now, it should cnr:niniy be cm'nidcnd
during’ the na.uthoduuon.

One last point I want to make concerns tl?o institutional sllowsncss
for Basic Granta. Authorizad st the lovelbof 316 per BEOG n’ciphnt. thaae )

P
all ars supposed to be used :i‘innutuuonn to offsat administrstive

coats, snd to provide consumer infofdstion tg students. The Adainistration

ia recommending $9.5 million for thsas sllowances, vhich is approximatsly

$4 per racipisnt. If the allovancas ara avantually fully-funded and thars are’

5.3 atllion BEOG recipients, theh $53 million would bs fumneled into thh
progr-, which in our opinion ia ill-defined Attached to my statement h e

short pcpcr from the National Studant Educational P (NSEF) outlining vhy .

these allovancas should not-be funded until detaily/on which spacific programs
would ba paid ! r from this :ic'v money. 1 urge tWis committee to give sarious

connidcnuon to this issue. ' . R !

In cloning Mr. Chairun, whue 8 have certain diusnmnn over

m-i of the dnuiln'o! your propo! we are in basic sgreeement with it. I

A A

urge this Committee to quickly gdport. thid bill, with the amendpents ve o

)

'

have outliﬂnd 1 hope the inforLuon we have’ prennted hars is hnlpful to

you. ]
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R e LT ~ National Student Edicational Fund

e T e e
Student’ Amendments to Higher Educatfon kp‘f‘bf 19_'53" o _
2=t be actomplished. thru'0ffice pf Education’action 1n 1978

. be dccomplishad thru “tectinical amendments® .in 1978 ...

to-be accomplished thry “substantive amendments® in 1979-80w

' -—

>

¥ ngii'ﬁ' 9; of . Layton - Qlson,.to ‘ﬁbuset PS_stﬁéc’ohd&ﬁ‘ N
HCo! ' i '&bzttlrﬁinf tion” and "accountability®
for students: and prospective students; . (Z) Working Papers and:Recommandations -
.gf Student-Commiss ionar Conference. (December :

. Programsi” = - e ¢ .

> 1. Student Information Allowances to pdstse:\fongjgry,‘insti tutions
: = Llon_ X0 Postsecons 'tution:

. Principles: (1) the allowances_.mggﬁ be g?mgggg 'for_specific services /
0 that inst,itutions. students, and outside parties su::‘g as OE, state .
agencies, legislators,.the publicPknow that Federal mondy "makes a df ffer—
ence”. in the quality of fnforma®on and financial aid services; (2) the

t be “s the_financial aid admi

o allowances nistrator ‘(1n.con-
sul tation with financial aid ttee and chief executive officer) for .°
visible and additional services, and got simply deducted by the chief ex- -

© ecutive officer from the insitutional budget of the afd office; (3) allow-
*-ances should be seen as a "less exgensive gd.temative" to_extensive. Regignal
' fice fam review (program officers, auditors, nspector general's. = ..
T staff, etc) which normally is very expensive and which normally involves
-only problems of gross negligence and which normally has no direct relation
- to the quality of financial -aid information or services provided; (4) =~ -
- - allowances should encourage the dévelopment. of new " uality control”. ser-
vices about student information and student financial atd services; an
L3) allowances should not be so‘large or so unspecific as to force the
‘Office.of Education to make the-aid officer a virtyal ‘employee»of the .
Federal Governmént in order to secure the appropriate accountability for -
the spending of Federal -al lowances. - - - - ) c ’

{

<

. » N -
t - Proposal:: The 6SL and BEOG allowances should not be funded until\institu-
tional, financial aid administator, student, state agency, and Office of
.Education agencyrepresentatives are able to come up with an appropri
“earmarking® of allowances. Unless these parties are not. able to develop~-
appropriate*"earmakking”, -it 1s not appropriate for Congress to directly - -
" /legislate how the allowances shall be spent. -A proposed earmarking:

. ’. "+ $4 to pay for financial aid form processin » including the. provision .
s : ; " . of a report to the filigg student and to the postsecondary insti- .
. - : Wn. The institution could select torEontract_ with any approved .

t

cial aid progessor, This would replace the “processing fee"
urrently charged’ to:stixents, which is a financial, -administra-
tive and psychological baNrier to access to and choice among post-
secondary education ins utipns, B ) ’

$4  to pay fo ‘1lling out 2 documents whith will pfovide better mfor—'
mation about the nstitution's cost, financial aid, academic pro-

. gram, drop-out profile in common formats. understandable to students

and theiy families. Document No. 1 is the Statement ofcCost gna

-

a0 0.18an A _ o v
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-(. "

Ane Md Practiges (similar to a form designed by institu-
onal :financia) 414 aduinigtrators .in 1975-76 1n a project on
Mpr’;jﬁ%%g@;*_lon"-quuc%ﬁbyﬁthe-t:ﬂ]ege Entrance Exagina- ..
Jon Baardh n,‘ﬁrizalﬁemaﬁve" o2 "government-imposed” format" ° -

)

“as. has' badn mendated by the Fédera) Trade Commission in similar’
el 93); - Thisidocument could be filled out through pri-..

{rcunst
te: w d-processin

agencies, rather than by’ the Office
i3 thé Institution Report Fi

vom the U.5. Office of Education:in 19/3- . .
naJirican Institutes” for Research; to fdentify the 14 . -
i ‘Potential . Cansumar AbUgq: by an institution, inwhich . = - . .
undirtanding both-by the fnstitution and:by the potential.. . .- - -

;is, inpartantiin’ avolding jor. mistakes by bth..- The /. .
ollection of this 4nformation is Yes clear; as it °

e . .
“ 'may be’collected by OE,. by:state agencles or by other groups, in
ordér-to ensure- the comparability. of’information between schools.

- “to"pay-for "quality. contro}® serviges about *student information Sl
nd -financial ‘aid servicas” provided by the institution, in order-
fo’ assist the.institution-determine if (and’how) its student T
consumer infordatidh is being understood, and the good aspects . .
-.and had ‘aspects of the running of the financial ald services in - .
‘the. financia) atd office. . Such information is vital to assisting -
‘the-gchool - {n:making priorities for providing better information
* :and:sévices based on-divect feedback of persons applying for. . .
tinancia] ald.. The “quality control service” might send a form. .:’
ito 2030 percent of the- students-applying for financial aid in '° . A
" order to-Find out their level of understanding of the system.and - v
- what problems they had. Such a service would be hn excellent low-
: . ‘cost systematic chéck on the way, thé system is working. Such- sey- L
s vices mght be offered by private financial aid processing groups ., R
. or’by the institution itself, with the expectation that the group. L
which "processes” financial aid applications ifi the first place - '
- should not also "evaluate the services. Such quality control ser-

_vices are not only important for students, but become a “sérvice R
spot-audit® for program reviewers coming to the campus, and become . ..~
a valuable source of information at the state and national level o

{1n the aggregate) 4o identify where the biggest “successes and ..
‘problems” are in student information and student financial aid L

'$10 total per student. Although the price-for each Service migﬁt_% o

R o vary, the total cost would approximate $10 per student in Basic

. ..Grants or Guaranteed Student Loan Programs. Hopefully, there wil}

" - not be substantial duplication of participation. ..
4 perient for Campus-based Programs should continye as “free money" ’
to the institution to be used as designated by.the financial aid
admipisgrator. -Since many aid administrators do not have access -

.. to théde funds, OF should cequire the documentation of its use
for -student. information 1n reference to the above standards for.
BOEG and 6SL, and require consultation with a campus fif. ald
committee. ' This will assist the ald officer control the funds.

<

S w2,
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: c1ted 1n the Higher Bducation Daily art;clé below 13 ’
An éxample of the cost to. thé Federal Government, to the o

v;: postsecondary institution in time, money and headaches for

. failure to set up upprOpriate'tinancial aid manaqement I
> . practices. "

‘U; o Such costs tocul only on bookkeepinq, which may or may not
. . " improve servic@s to students, As the .article states, about’
the only .thing the audit will do 13 catch major traud.

T o Thul, theé . tailuiq to sat up- po-itive ‘quality control ot -~
e 1intormntion and: financial aid services to students" has left
c /8 vacuum to be filled up by wuditors. RAuditors job is taq
save -’ the ‘Pederal government ney, rather than settinq up

‘a lyltem which 1s.reapons o students.

L Thia kind of action ah 4 be beld off until \t can be
v * integrated into an overall plan to' overgee the activitiel
“ -_and tinancial management of student aid offices, "
[N ) o . .‘ ’ . . E i » - ’ .
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STUDENT A!P PROGRAHS TO BE ADDITED EVERY TkO YEARS
S

By Ott. I, H!N ] Audit Agency plans to be auditgng 1nst1tutions participating in

t aid progrnms once ‘evary .twb years. Now, only abo 0 percent of the colleges

d universlties using federal student assistshce programs ard\audited biennially,

f; ccording to a report by the HEW Inspector GCerieral.

Univer-ity nccounting and reporting of federal contracts and grants has "become an

ares of increaaing concern to the federal officials and to. the universities themﬂalvca!
aaid the Inpector Goncrnl'l report for the quarter that ended Dec. .31, 1977. Last
yesr universities did not, properly -account for:$420 million of $§1.2 billion in o
federal contract and grant monay. lccording to the. report. : - v :

The report said a major luditing reform program is bcing developed lnd will includc

. simpler regulations that maintain safeguards; improved procedurea for quick resolution
\s;“ - of audit. findings; early audit review sérvice for schools propoaing changes in

R accounting systems; and sanctions against {nstitutions and individuall when corrective
a::iona are not taken within a "reasonable time par19d." o

L Crackdown “The auditing improvemcnts are part of a jwneral crackdown on student
- ‘aid fraud and sbuse that included a-recent cross-check on féderal employee rolls
' that found 6,783 federal workers in defaqlt on student loans (HED, Feb. 10).

"« . The Inspector General's Office, created in 1976 As.a uabchdog ovar federal money, .
. along with the Bureau of Student Financial Assistance, plans.to continue "operation
cross-check” in:consort with HEW'S Bureau of Student Financial Assistance, The

two offices a13& plaa to conduct a study to determine the type of 1nstitutiona that

wie!  are "high risk" for student aid fraud and abuse. --DS
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MrlFom. Thankyou very mueh.

w1 think“it is no secret around i.hat, w1th the aid of a lot of
peoplo, mollid.mg our organization, we attempted to put together a " - -

g the exxst.mg support, for low-income students. For example, there -
< wag noty in our original idéa of what the President’s legislation ought
_.U:.to be, ,rg:n at the. m% level or $16,000 level, down to the $250

ppened whfn'we trisd to ttheproposalpasttheOﬂice
ament and Budget and we we%gvfomed into-a tradeoﬂ. A
o 1Al : this is unprgcedented—when the Presx :
““'dent announces msdvancethathelsgomgtotakemoneyfurbe
. whathehadmhmbudgec -and commit himself* to"the imm
. expenditure of that money, we are constrained to mtroduce his versmn
. “of the'legislation in hopes that we can show  faith and get the
e momy more quickly and virtually guamntee that amount of money. ~-
.. If one stays.within the $1.4 billion figure, when you start working .
the BEOG ants with a graph like the one hefore us, what:you -
e difference between the higher griint, for the stiident
u'nder $15 the student who is already eligible, and the additional -
o students who ‘would: be. eligible for more money for the over $15,000. -
" - The legislation actually contemplates that we would do that in.the -
second ear by stretching it gut. You have heard some discussion here
_.today. The estimates are that it would cost a romma.tj:}i another
1

$800 million to continue at the rate that we esta. ed forthe BEOG . .
t,u]lthe way to the $25 000 income. ° o

Mrn Qule has su% = W o ibility of revertmg to 4-pei~cent’
T e a

mach middle-income students without surrender- . -

rate across the run on the computer using 16 per- - . °

o cent instead of the 20.to 30 wgercent which produces the dropoff for us, -
"and the effect of that istoadd a substanu anmum: of cost to BEOG’s '

- “and leaves nothing for the other pro g) -
- The problem in trying to éxtefid beyond the $16‘000 above $250 is .-
‘the people below the $16,000 level. The administration’s version of a

_ better way'to make.a tradeoff- was to try to keep the ts for the.

. incorfie Tevels below $16,000- as high as possible with the amount of .
" dollars available and then dm;]; off thh the promise of somethmg for -
’«the future, with res tﬁwt to peop e over $16,000. -

" So you look at ?p and see what this roposal would do to

- the present progmm ou see that it actually creates the biggest in-’

- crease in . expenditure of money .when related to a student between the
$10,000 and $15,000 figures. We will have to consider whether or not -
that is a good: tradeoff. Should we reduce that and movg intamore

: 'mom{y for over $16,000 incomes in BEQG, or should be maintain it = - .
-and increase the money past $16,000 at the expense of other progmms S

- in the packagei- o
.. Tamsure we are going to have to negotiate that out before weendup up .

~ ‘with a piece of legislation. It is very much my personal concern that

- we try to keep faith with the commitment that we have from the

- - administration “for new money and stay .within. the overall dollar

- .amounts. We presume we are setting the stage for the ultimate which

" swould be to take the present BEOG program at the $1, 800 auther- . i

© ization and extend it out to $25,000-income legels and let the chlps fall g
“whére they may. : i

1
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41 l%ect to the family contribution, we also tried an adjustment.
. in that. We td about moving away from Orshansky. into the °
v * - - Burean of Iabor Standards ﬁ%;:res and we were quite surprised. All of-
i ' ~—our-hunches about how bad the Orshansky ¥ormula is proven when -
2t youmake a computer run on what happens to shifts, without using the
e ',%'ureau of Labor Standards figures, because it costs i awful lot of
.. . thoneytodo. - , - - . o
- ».~ The very fact that it costs money is clear proof of how irrationaland.
- arbitrarythe présent system is. The BLS figurés got lost in the trading -
. process in favor-of trying to get as much money as possible spread -
across these programs, o e S ) R
~ "We would appreciate:y8ur specific' suggestions ‘about™where the
* . prioritiés of the tradeoff ought to be. We would be: ha"p‘f)y to have you .
*.. - work with the staff s0 they can explain fully what the a ternatives are.
‘We have a number of computer runs already.showing what happens to - -
all of the lines on the if you juggle parts of the package, partic-
ularly with respect to EI())G’s. °, _ :
Senator Pell feels very strongly about the aYproach he is taking, We-
. Will probably wind up ‘with something that looks more like. his pro- -
posal than ours. : o v e
Mr. Packer. I also wo&d agree that something between the two
probably would be the bes®W There are some conflictin ‘values of the
cost-of the total proposal as well as the point we raised in terms of pos--

. sible future increases, the maximum award if everyone is l;;;ﬂlvtvm by

N Ec

the lowering of taxation rates to increase the maximum award-Witha
$100 increase under Senator Pell’s proposal; it would cost $500 million. -
Under the administration proposal, 2 $100 incregse would cost about - _
~ $100 million because they are only, in effect, dealing with the under "
-$16,000 for that. - .~ , Dg\bm
. go there are a lot of conflicting issues, as you said. Our bmsie priori- -
ties would be that whatever is done, it should not create ‘additional
pressures t make it prohibitive to give a fiirther increase in the maxi-
mum award. As I said, even the $1,800 maximum award is, in effect,’ »
.. worth less than the $1,400 award several years ago. We would hate to" \
¥ see-an expansion of the program prevent the' maxignum awsard from
S §oihg up for myany, many years in the future which, in effect, is
ecreasing everybody. =~ T e
That is one of bur top concerns. . IR .
Another concern, as I said in my testimony, is that at less than'full ' -
. funding, which we hope never happens again, we hope that we can
»  keep that entitlement nature of the basic’ grants. program. If we.do
- receive-less than full funding, everybody’s award, no matter how they = °.
are in the program, is requced so%lg(vivhat. That burden of the less-than- -
full funding is spread over angh y. ad not just:the under $16,000: . -°
Imcome persons. - . ... oo 0T el D e
_ At a minimum, we would support’ language that would jincttide a . ..
» reduction gspect of the $250 guarantee awards. Currently, if the pro-+ "
, gram is less than fully funded, 2 minimum award of $200 1s dropped to
. "$50; whicl, in a lot of cases, $50 is rather meaningless. But agaui that
burden should be spread with everybody. . - IR
I ;st:ron%l agree with your comnents, that we do not want- toplace ——
additional burdens an the lower-income students. S D
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B for the overall

- THE N Hioitation is ‘discriminatory: ' Low-income" t&d?ﬂs ;fmugix'xc;_ly.. )
- chly have one ‘feasible . option ‘for poat-secondary educatio s“ittendance 2% 8-

.. nearby low-cost institution. ith the present limitat ﬁ:oo Slrnnts ‘make .
54t {mpossible to cover noninstructional ‘costs thit may make their only practical
*-‘cholep betweeh not attending at all or attend

" -saying, if we cannot give you enough to a
. not going to give you enough to go to any school. So, in effect, that is
- - preventing people from going to school. -t |

et

Cam

[r; Fosp. We discuseed & half-cost | rovision with representatives of - ‘.
orel insl itutions: We were sugnseg at the controversy. how readily .-
st grotip of institutions, which you would .thmk:xpost,,hkely would

wint to stay with the half cost, were willing to go to 70 percent. That,

again, was a mmg‘%ifn;m it almost set the computer on fire when .

we ran it throughhen we dropped down to 60, and that is what we
ymitted to.OMB, and their computer started sputtering, and so we'™-

. bk to Where we are. i ' ‘

lilnk everyo reoogniheé thatanadjustmentlsnecessary It is one - L
of the wiys

ne" n
in which-a judgiment can bemadethat provides moreequity . ©
e overall package of student assistant programs. , . . o w2
. Pacxer. T would like to read for the record .a quote from the S
egie Council on Higher Education.. '_I‘he\ir\N report concluded: . o

tatton. the-
on.a part-time basis ‘while” .’
"~ Again, the point we are making is that,,‘i .eﬁeét,'.the'GQvefnmeht is

‘ private school we are

* Talking about access.and choice, I think that access is the first. eri-, 4

" "teria. We certainly support private schools. A lot of our membership, .

- alot of our members and board” of: directors are from private institu- .
- tions. That:is why we are strongly supporting.increasing the SEOG - ./~
award, but .the half cost is an artificial way of forcing people into . .

" choice or preventing access actually. ~  «
L Mr. Forp. Mr. Buchanan ¢ ' Co ‘

Mr. BuorinaN, Thank you, Mr. Chui_rmnn.lhﬁire no d‘uestioﬁs. - .
‘Mr. Foro. Thank you very much. . . R
The committes'will recess now until 9:30 a.m. next Wednesday for

\

~ further testimony on legislation beforeus. -

" [Thereupon, at 12:45 p.m. the committed recessed to reconvene..

Wednegtlay, February 22, 1978.] ... o W
L/ . W -
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'ASSISTANCE ACT i
. WEDNREDAY, YEBNUARY %8, 1078
N Hdﬁmdthx&Anvm, o
' SuncoMMrrTEE ON POSTSECONDART. EDUGATION, ., . ' -

.0 . ' CoMMITTEE ON EDUGATION ANDLABOR, - -

B I.:'. o ‘.:l . '-":. : ._ ". .‘:.'_' .‘.""b ‘\1 S Wa.smgt%p.o. &
., The subcommittes met, putsuaiit to notice, a9 :40 a.m., jn room 2261,
.~ Rayburn House Office Building, Hon. William D. Ford (chairtnan of
:-thesubcommittee) presiding. = - : ERE

¢

. ’ s . :
Members presént: Representatives Ford, Biaggi, Mottl, Cornell,

S Stadt pﬁ?&q Thomas R. Jolly, subcommittee counsel; William .
. Gaiil, comrhittee associate (_ﬁ'len_eral counsel ; Patricia F. Rissier, clerk/
. legislative associate; and Christopher T. Cross, minority staff assistant;
o .eﬁr. Forp. The- Subcommittee en Postsecondary Education is meet-.
- @ ing ai‘:gx today to hear further teéstimony on the Middle Income Stu-
* dent Assistancq Act, which isbafically the administration’s proposal to .
. help hartl-pressed middle-income families achieve tHe goal.of a higher -
- education for their children. . » . .. . b dNe T '
. At earlier hearings we have heard from college iaﬁ&ai.iﬁv‘érsity presi-. -
" dents, student organizationsystudent finincial aid adinihi¥trators, and
<  State .%%stsecondary education officials’ds well as frém 'the Secreta:
.. of HEW onbehalf of the administratioh during the joint hearing wi
the Senatdl": - . L g - . -
.+ We will coniclude the hearings on this legislation tomorrow with the
! appeprante f the Commissioner of Education and representatives of ~ «
““the ,Oollegé%EntrancgsExar'riipatiOn Board, the American Bankers As- .

sociation, and a répresentative o%‘h'_e Suburban Caucus intheHouse. ;
. This morning we have with*us Mrs. Margaret Gordon of the Carne b _
Council on Pelicy Studjes.in Higher Education. Following her will -
* _ bethe executive vice présidént of Fordham University, Dr. Paul Reis:"

" Father James Finlay, presidept of Fordham is not aple to be here as -
... scheduled. The Fordham testimony is at the-réfjuest of Mr. -Biagﬁi 8,
_.¢ member of the.committee. And our final witness this morning wi i)e '
« . . ‘Dr. B. A. Forrestét;‘président of Enterprise State Junior College in
> Alabama, who will be §ppearing at the request of the ranking minority

+ - member of the commi tee, Mr. Buchanan, and Congressman Dicken~

i son. Mr. Buchanan hs bégn delayed on his way here but he will be heére

[ oomomentarily,  RUoN T TR

' . Wewill proceed first with i(mr'garet Gordon. -~ :
Mr. Mortv.. Mr. Chairman; s it the Chair’s idea to have markup,

then, next Tuesday ¢ Lo e

_ “Mr. Forp. It will be next weesIg . ' g
N » v'(izg) - . . o
’ ‘ g"" 3 :
. o }"‘a. P
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. Mr. Chd.r-nn and Hembers of the Subcomaittee:

. pridary forw. off federal aidta Mghelt cdu(:hb;.on,.(ppu: fron support of r‘e-
" - search), oirltk

‘involve the govommnt 1n interf

-education. We are concerned with'

" sense that the various uaociatio

‘clear that the Carnegie Council has 7o

131

Sn‘n:m:w'r BY Mnourr 8. GorpoXx, Assocn-r: Dn:cron, CARNEGIE (‘ovvcu,o‘

Poricy STUDIES IN HIGHER EDUCATION

It 1s a privilege and plaasure to accept tha chairman's invitation t&.
discuss the President's recant proposals for expansion of aid to stydents
enrollad in higher education. As members of this Subcommittee.know, the
Carnegie Cowncil and its predacessor, the Carnegie Co-i.‘ton.
continuing interest in the evol n, of student aid poli -
decade, and'we have had .thb ve _
ptopoull,\,( least in thef?’ ”3 i‘ oui 1
Our major emphagia, as you km;u.,iu' Y

grounds that the"tddqpl, gdvemnent hu a apecill relpoﬂli-

bility to en 3 ¢
trasted with institutional aid, md’ungﬁ n:udem: chéice and doe- not

1 shou.!.d add that the Clme i

aducation and expreu
’t‘.‘higher education in the,

matitutiona of-higher )
'educuion do

In di-cuuing the recent Adminis
ld ah‘ opportunity to discuss, thoge
'ecgntly., Honi Ver, the ptopounlsv

proposals, which were made public ver
riou_recomend

can be evaluated in relation to the s
made by the Council in recent years

178
Moreover, I have discussed wy commei{th ‘on:

Chairman of the Carnegie Council, and have
to say.

: The most recent relevant reports of . the Camegtg o\mcfl are ’!'he
Federal Role in Postsecondary Education (1975) and The Sﬂte. and Private

Higher Education (1977). We are alao preparing a new: repprt which will take
a broad look at progress in the development of utudent .add since the early,

. 19608 and will ing¢lude recammendations aimed both: at greater equity and

greater simplicity in what has come to be a complex nnd.,poorly articulated
set of _provisions. “
Let me emphasize at the outset that the Administraotion propoanll. 1n
their main thrust, are consistent with the Council's gaucy ponitions on
student aid and.have our support. This is particularm ‘2he case since they -
come at a time when tuition tax credit proposals have, kéen receiving serious
consideration in the Congress. We are opposed to the: aQo‘ption of tuition
tax credits without careful consideration of their relationship to tha entire
existing array of student aid provisions and in advance of the caraful re- .

view of student aid which we belieh\re should be undertaken by Con‘gu.&. before .
5 .

the pfesent legislation expires 1n°1979. .

We alsg- beb!eve that tuition tax credits tend to be inconsistent wiith
the basic pfiqziples and philosophy that ahoulqhunderlie student aid policies,
as Clatk Lerr .made clear recently in a letter Tt Senntor Russell Long,

. T N .

)
K
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'Mr— of the mn Nnm Copmittes, eoplu o! vuch were ‘sent to 4- '
of the nlnn: 'can.muoul ea-u:m ey e

1. ‘htdbl\ t.qx ndu benefit parents o! colu.ou‘htuduu without n;crd
to peed; and, depending on their precise pnwulolu. tand to.-be. re-
.mclm. aiding middle~ and upper-income (h:luu more than those with
lov ,incomes. In fact, it has been estimated. nut,‘chdcr :.ho Zoth ‘bei, -

. (llll) vhich calls for deduction of student grantald. ’fros sny La%

N «credir, 70 percent of the benefits would probably go to f-x
'$18,000 or more in incoms.

2. lLargely btluu tuition ux credits ere indiscriminate with rupcc:'zo. vy
N nead, they are exceedingly costly to  the U. S. Treasury in releticn t
» the. amount of tuition relief provided to any individual family, compered™,
wtt.h studedt aid measures that ere umch to the needy. ’

3. louuu the amount of pnc! provided is modest, especially in reletion .
. to'the tuition burden of parents with children ettending privete colleges
‘univereities, there is & very great danger thet, once the legislative
r is open to this type of aid, Congress will be subject to pressure

to incresse the amounts of relief provided in the future, with very T

greetly increased costs to the Treasury. .

4. Moreover, it seems highly likely that meny institutions will raise their
teition by the smount of eny tex credit provided, thereby ensuring that
the federel benefits will flow either to stefe governments in ths case
of most public institutions or to privete institutions, rether than to
the perents of students. The danger thet this will-occur is fer greeter
than in the csse of nead-based student eid, beceuse ,1%1&1—1“54: o
inhibited from raising their tuition as e response t e evailability
of student need-based grents, for feer of discouragiys enrollment by
students who do not benefit from the aid. In the case of tuition tax
credits, however, the benefits flow in the first instance to the vary
families thet must pay full tuition, sud thus the incentive for the in-
‘stitution to raise tuition by the amount of the tex credit is very stromg. gy

5. lﬁ is, of course, the perents vhose children attend privete hu:uu‘tlom

) thet ere most heevily burdened by guition costs, and yet tuition tax 3
credite are en exceedingly inefficient wvay of eiding privete institutions, et
beceuss e vegy lerge proportion of the bendfits will flow in the first
instance to the fer more nume rous femilies vhose children ettend public R
mmuuon-. .

On the issus of tuition tax credits at the elementary and lecondtryl
level, vhich ere provided in the Peckwood-Moynihan bill (S 2142), our co‘mp
of coursee has no position, beceuse itsl derms of reference ralete to Ma}" ;
educetion. [

~

' Now let us ‘consider more closely the President's recent proposels.

¢ )
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.uxmuq conditions ‘aid the increase in thc l:;lm- grant -chat. wre: pi
vt&d for. {a the Admialstretion proposals. . : ral Bols in’

z y Appmriuiom
mgund ia e -bu satisfactory qmor—fron’s ‘million in 1974-75
(vhen oun réport vas being pxqund) to $2.1 billion in the fiscel 1978
budget, to which the P'r”ichnz' ‘proposals would now add $1 billion for
fiscal 1979, 'In 6ur judgment, based on cost estimates that we heve made
in the past, 'family income eligibility condtuom can now be relaxed somewhat
without munlng zlu.nJaquey of - nt} uvnunblc for students from low-income
families. ' "

Ve hm uriou- numuouo. .houqver. oﬁz the propoul for s uniform V
grant of $250'to ?udcau from tuil es ,ln :ho 816 000 to $25,000 income : = -
breckst, for zho following reasons: . ". " - '

L

1. .m- provuiou depdrte from the pringiple of family conzribuziono pro—
portional to income. s departure.may seen rsther modest, but it panu

) "” e danger for the future very similar tq.thet'posed by tuition tax gredits.
Espacially fa relstion to costs of uundunce st a privnu ingticution,
$250 1s s very modest’contribution. There would slmost certainly be
strong pressure in the future to.increase the amount of this uniform grant
end to reiss ths upper limit of family incode to which it epplied.

2. 1In the light of the principles expressed by thé Carnegis. Council in the
pasg, ve questicn the, desirsbility of extending grant sid (ea opposed to
work-atudy or loan aid) to families as high in the income distribution
ss thoss affected by this provision. 1In 1975, the letest yeer for which
an! data have besn published, 87 percent of families with children

L 18 to 24 had incomes under $25,000, Median income of such h.-iliu .

*in thet yesr ves about $13,000. In the past, we have Buggested that "a

student from ] family in the lowest income quu'uh should ordinamily

recaivs the ndximum grant, that sbout one-half of the maxisum grant should
bs ‘the sversgs smount recsived by a student in the sscond lowsst quartile,

.and thet eome grants would be made under ‘unusual family ¢ircumstances . T

to students from families {n the lower pert of the uppsrt helf of the

income range' (The Federal Role . . ., p. 24). In view of the large
incrsass in student sid dvailable to studenta from lov-income families
since we mads that statement,, ve would now be inclined to suggest thet
some grant aid be made available to students from -families in the lower
two~thirds of the incqme ‘distribution, but this would certsinly not

extend to families with incomes of $25,000 (vnless there ware spscial

circumstances, such as nora than two dependent children). Family incomes

have Tisen since 1975, but an income of $25,000 would continue to bs

in the top tounh of income of familiss with college-sge children.

L3

3. Thare would bc a strong induce-en: for institutions to raise tuition by
$250 1f thia provision were sdopted—the situation would be very eimilar -.

to thet resulting from a tuition tax credit of the same amount. L
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We beliave that ‘thers ara more desirable and squitable vays than the

)

$250 flat grant of extending graat aid to families with incomes somewhat
above the medisn. Senator Pell has proposed one, approach--reducing the per-
csntage o! :h. saximum grant that would hsve to be contributed by the fnily.

Ano:lur lpproaeh that wve hgve urged is a very luhuntul increase in.
fedaxal sppropriations for the Styte Student Incentive Grant (SSIG) program.
This approach, has' the advantage of tretching the impact of -federal student
aid dollérs hy/providing an incentive for states to increase their student

- aid- appropriations. In. the years from 1972-73 to.1976-77, federal appropria- .
tions for ‘the SSIG program increased from zero to $44.0 million. During those
same years, state appropristions for nsed-based undsrgraduats scholarships
rose from $315.5 million to $601.4 million (not including the federal contri~
bution). Thus, the increase in state appropriations was nearly 7 times the

- rise in federal appropriations. Probsbly nct all of the incresse in state

funds can be attributed to federal mtchihg grants, - since -there have been
strong political preesures towsrd increases in state scholsrship funds in
many states even without the federal incentive, but there is no question t.hnt
the SSIC program has had s decided impact--and this despite .the fsct that
soms of the large outu--upechlly Calffornis, Illinois, New York, and
Pennsylvania—already had sfzable state scholarship progrm in effect at

the time the federal SSIC prognﬁ was adopted.

have linked our proponl for substantially expanded SSIG appropria-
tions Yo a recommendation that the federal BEOG program be structured to meet
stodents' needs for noninlttuéuoml costs end thst the chief means of
meeting needs for instructional costs would be through state student aid
‘programs. Thera are two main reasons for this suggestion: (1) noninstruc-
tional costs sre more uniform from state to state than tuition costs and
thus lend themsalves more readily to national standards of student aid;
and (2) tuition levels in public higher education are determined at the state
level, and thus state lchohnhip programs can be more readily sdspsted to
di*!otina tuition levels between public and private inuitutinnn than can
a national program. , -

Oue -of the most interesting results of a survey we conducted in com
nection with our work on The State and Private Higher Educatiq wvas that,
among studemts in private institutions of higher education receiving some
form of student aid, the percentage from families with incomes of $18,000
-snd over tended to be significantly higher in states with substantial state
scholarship programs (or other forms of aid to private higher education)
than in ststes with minimal state scholarship programs. Quite evidegtly,
thia reeult ¥as attributable, not so much to a tendency for stste s larehip
programs to provide aid to students with families in this upper income Sroup;
but rather to the fact that sizable state scholagship programs made it .
possible for private ipstitutions to reserve nzof their own institutional
student §id funds to asaist promising students from families that would not
qualify Tor public uudont aid. ‘

Although we flvor(chlnges in the federal SSIG provisions—-especially
changes deaigned to mpinimize inequities from state to state and to ingrease
the inducement,for sfates to provide for portability of student grants--the
point to be stressed In the present éontext is that state scholarship -




(\ . L ' . - e . ‘ .
programs are playing & s{gnificant role——probably primarfly through their
indirect effecta—in pmvidins some atudent aid to upper-uddle—income
ctudentl. ) . s T
L We believe, also, that the Supplementaty Educational Opportunity Granta

 (SEOG) program can play a significant role in this respect.. . .Although our.
pravious.reports have recommended a partial phasing out of thp SEQG. progran,
on the growid.that 1t has been found to operate in an ihequitabla manner,
we -are currently considering recommendations desigued to transform it into
a program which would enable student aid officers to structure packages of
student aid that uoulq meet the needs of students in unugsual circumstances,
and. this might well include some students from middle-income families.

Before lesving the BEOG proposals, I should add that we have serious )
reservations about the wisdom of increasing the Family size offset for a -
- single independent gtudent with an income of $4,200 or less from $1,200 to q'\““d
$3,400. This would have. the effect of making a very large proportion of ™~
- 4independent’ students eligible for grants, since a student who depends on, .
| part-time earnings is unlikely to have an income much Sbove $3,400. Grafted «
{ that there are independent studenta, especially in age bra&ets above the
i usual age of college attendance, who--are genuinely cut off from any prospect. )
E of support from their parents and who-are in need of this type of.liberali- - e
2ation of the family size offset, we have to face thefact that the proportion
. of ‘students declaring themselves independent has tended to increase signifi-
cantly and . now accounts for more than 40 percent of BEOG applicants. Would
not this large increase in the family size offset for single independent
studants gnptly enhance the incentive for.students ‘to declare themselves-
~-'=- independent; even though they might have to wait a year before satisfying
/ the' re*éuirenentl for- eetablishing independent status (such as not having
" lived at their parents' home more than & minimal length of time, not having .
been declared s dependent on the parents' income tax return, etc.)? And,
. if the trend toward an increase in the proportion of independent gtudents did :
turn out to accglerate,'would not the cost of the‘proposed liberalization of
BEOG provisions turn out to exceed the Administration's estimate of one
billion dollars by a substantial amount? We believe that this is a posei—
bility that should be seriously considered.

¥

» The Collgg_e Hork-Sc Proposals : N

. He are heartily in accord vith the President 8 propoeal to increase the
appropriation for the College Work-Study program and to 1liberalize the fmily
income eligibility conditions in such 'a way as to allocate two-thirds of?

- the increase of $165 million in expenditures to students from families with
incomes above $16,000. In The Federal Role ... (p. 42) we recommended a
gradual increase in the appropriations for the program from the $300 million
made available in 1974-75 to approximately $700 million '(in constant 1974
dollars) by 1979-80. The total sum of $600 million that would be allocated
under the President's prpposals in 1978-79 would represent very substantial
progress in the directidn we suggest (even though $600 million in 1978 .
dollars are equivalent to only about $470Q million {n 1974 dollars).

-]

’ We also recommended that family income eligibility conditions should
gradually be eliminated in this program, but "only as appropriations increase

~
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eu!ucicntly :o ‘permit euch l:l.beu!iution without pml:l.zing students in

“‘thesfamily income range.now el:l.gible ‘for College Work=-Study. joba " We
believe that that condition has now been met, at least if one conaidera the

"r\inmmd lvnihbi.uty of all types of etudt nid for low-income students.

& G&mtud Studeng Loan Prggosals e . /‘

. ‘The Guerenteod Student Lom Propoeah raise more difficult ieeuee, .
-espécially vhen scrutinized in relation to the critical views we have expreeeed
_ebout the’ eutu o! !edernl etudent loan programs . 1n the past. '

I

' Brieny. we believs that "there is no aspect of student ueietance that
© 48 1in greater need of ujor lugialative restructuring ‘than the provisions’
~relating to student loans” (The Federal Role . . ., p. 43). Granted that

such restructuring is a problem for the 1979 Educstion Amendments and would

not. be’ appropriate in a.set of proposals desigded for ‘temporary application -
An 1978-79, I find it difficult to comment on the Presideht's loan proposals
.v.lthout some reference to our criticim of exigting student 1oan provisions.

oo+ In criticiz:lng then provisionn we have emvhaeized. (1) a basic problem'
. of :Lnequelity of opportunity in a program in which private lenders are likely

" to be influenced by the credit.standing of the student's family, (2) the,
difficilty of ensuring/student access to loans in a tight money market, even
when bankers receive a\'special allowance” when the prevailing interest rate
goes sbove 7 percent (the rate subject to subsidy), (3) the lack of incentivee
for banks and other. lefiders to pursue adequate -collection procedures ‘when loans .
are guaranteed by the federal government, (4) the growing default rate, even
- though one should be careful not to exaggerate the pervasiveness .of deﬁaulte
and to recognize that certain proprietary schools have been major culprits,

" (5) s basic question as to whether interest subsidies, as opposed to deferral
of interest during periode_of enrollmerit, are appropriate, (6) the disad-
vaatages of a l0-year repayment petiod for many college graduates, who tend
to have relatively low incomes in the first few years after college’compaved
with the higher incomes they’ reech after 10/té 15 years in the labor force,

- and’ (7) the. inequitiee associated with the-retention of an anachromistic !

v;‘intereet rate of 3 percent in, the Direct Student Loan program compared with

.- 7 percent in the GSL program..’
- We have consistently recomended the establishment of a National Sl:od

Loan Bank (NSLB) as a replacement for existing student loan programs. "1
have been somewhat puzzled by the fact that Congress has apparently ignore
-this recommendation, but I am told by some of my Washington friends who!:fol
congressional matters closely tihat this may be because there is a tendency
to assume that our NSLB is modeled after -the Economic Opportunity Bank (BOB)
proposals originally put forward by Zachariad- and others. The fact is’ ‘that.
our NSLB proposal is quite different from EOB- prgposals in_ that repawment K
obligatim are nof proportional to income \mﬂet our propoeal md nhefefore
our proposﬂ does ‘not ‘involve redistribution; o'f income.\ Fntbhemore. oy;
proposal does not. at all 1y full-cost tuition ‘in’. public;highq: lducat#

3 EOB propoule teﬁd cog f LN

L.

. . . X ‘-",” ',‘ ." o
3 repayments Hm!lﬁ"be p‘;opbrtionql :o income in any ‘:'-
1 repaymmt 'obiiggti"ﬁn fqr emy bon-oven uould -




H

- incones would be_able to repay their loans in s comparatively short .perfiod of
*  timé, whereas borrowers.with lower incomes would t_ak:m.efavemge :
'repayment period vould be about 20 years. v i )

" ..equal the amount of his borrowings plus interest. Those with ’relativelk nzgh

. ’, o
N . .

. The Hational Student Loan Bank would be a nonprofityprivate corporation
chartered by. the federal government and financed by the sale of governmentally
. guarahteed securities. The interest rate charged the student would be set .
at s level that was adequate to permit the Bank to obtain the funds and to . .
. _cover the cost of cancellation in the event of death or\severe permanent dig~

“abjlity of the borrower. Interest payments would be deferred until after .
. ..graduation (or ctompletiop of graduate study, militsry service; etc,) but,: :
%'. .would not be subsidized, \and there woutd be no needs test. ' S :
.;. - There is a case’for interest subsidy in 'a loan program tht.is de- S
signed o aid low-income styudents, but we do not believe that there'is'a. ~ ~ ~ . "%
case for sn jnterest subsidy in & losn program that is geared primarily to . AT

* . the needs. of middle~ aind upper-income students and to graduate andrprofes-
_‘sional students. The more adequate the avallability of .grant and work-study
aid for -low-iqqpnd studenta, the less they are likely to have to b'pg.'m -and

the more a_government loan program is likely to be relied 'on chiefly by '

. students from middle- and upper-income families whose parents find it gif-.
ficult to provids fully for college expenses. The current Administratipn
proposals, taksn as a total package, have the effect of reducing the need
for loans by students in low--to lower-middle-income groups, but also of
extending the availability of suhsidized loans to students practically re-
gérdless gf family incyme. I say, practically regardless of family income,

- because the interest sibsidies would be extended to students from families
with incomes up to $45,000 (compared with.the present cefling of $30,000) .
“1In 1975, only 6 to 7 percent of families with heads aged 45 to 54 (the age

' - range which would tend to include most paremts of college students) had -

") 4ncomes above 310‘?',000. . ; Y. \

L Thus, we question whether the B ivilege of receiving.subsidized loans) |.
should be extended to students from families as high in the income range
“up to $45,000," even though we recognize that, in practice, banks are re-
luctant. to make loans to students who are not elijible for the subsidy, ‘4|
because the administrative cost of collection of interest from such stu :
‘1s high. o R .

"_Thege ig the additional consideration that, especially in a tight money
market, banks that could make subsidized loans-to students from upper-incope .
families would tend to favor such students as borrowers over gtudents from

- low-income ‘and disadvantaged families. -This type of inequity is- inherent’

i in the program, in any event, as we have already suggested, but it could well
be exacerbated.by bringing upper-income studenta into the program on a sub=
sidized basis. The danger might be offset, however, depending on dev_elopmnt:l_]
in the money market, by the attractiveness of the added 0.5 percent to the
Apec/ial' allowance that we understand is part of the President's proposal.

i
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SRS ™ conclm.i.on. Iet me. recepitulete by urging, _the epprovel of ubereli- -
'zations of- ths AEOG and wllege Hork-Study prdguii alotg the general lines N
. of the Preeident'e ptoponl-. I.yould, urge both Congress and the Adminis- S
) however, to look with: careful scrutiny: and ekepticien-end with a
. alternative possibilities——at (1) the ‘2lat $250.BEOG grant, (2) the -
‘Ane¢rease in the family size offset for.the single independent studenmt, .
: - (3) the’ @xtension of subsidized loans th #"the GSL program to families = . . -
*with incomes up to $45,000. ' The scrutiny Ia:}ghly likely in any-event,

beq euge both' the flat $250 grant and the GSD eubeidy provinions would require

:cl’unsde in ezuting legi‘shtion. ’. ) .

- "—

~Let me add that, although we favor liberaliud.on of the family incone
"eligib:u\g.ty conditions for:BEOGs and College Work-Study aid, as well.as
other .changes designed to extend atudent grant aid to students from. faiilies,
‘with incomes somevhat ebm}e ‘the median ‘family income, we are not incli.hed
 to eccept what sppears to be & widespread view that the middle c:lue {s 1in
‘“the throes of a crisia in relation to college coats. To indicite. nm}‘uf .
_ our ‘reasons for skepticism about this popular’ impreesion. I am appending two el
chuu which show changes in college costs in univarsities and other four- .
-year colleges, public and private, from 1970-71 to 1976-77, in relation to '
) dunzu in the consumer price index and per.capita disposable income., The
charfs show that ths cost of board and rooy has gone up considerably less
than the consumer price. index and much less then per ‘capita disposable income.
_Tuition has increased at about the same rate as the consumer price index, -
sxcept in public four-year colleges, where its tate of increase has been
- relatively high (this may in psrt reflect the abandomment of free tuition L.
at the City University of New York). The critical test, of courbe, 1s what
- has happened to tuition and board and room combined. The increases in this
‘. combined measure have been somewhat less than, ‘those in the consumer price
index, except in public four-year colleges, and considerably less than per BT
. apite dispouble income :l.n e11 four types of institutions represented. o

!breover. a recent report of the Congressional Budget Office, with
z of this comuittee are probably familiar, shows thst, if tax .

“taken into account, 32.5 percent of the total (dolhr) :
- henefitd. of student aid flows to students with adjusted gross family income }
r,éf $10 000 to' $20,000 snd no less than 38.2 percent goes to those from families ‘ »
adthign qu'a of $20,000 or more.* The same report (p. 9). shows enrollment P
rates: education declined somewhat after 1969 for all income groups; o
“hut s dﬁnﬂ!‘.de;azly more sharply for students from families with incomes of =~ . /\ .
325;59 ‘ﬂlotq—uho could best afford increased college. coqts-t.hah from o
middd og e pf-tisgme fanilies. On the basis of our 'own-apilyses of :
genrouun we believe that the decline in enrollment ratealtﬂ:er 1969,
. which ehowed up upng males primarily, was largely attribu e to the‘ change
in the. xlft situdtfon, and perhaps to some ‘extent to the less favorable - o
job markét' for'college greduates. rather than to increased costl. . Coe

All of this does not mean, of course, tha.r. some middle-income fenil:l.u s g
-—perheps becauss of special circumstances-—are not hurting, but it fails . !
. to support an ullegation of students from middle—:l.ncome families being priced
out of higher education on &n intolerable eule. , .

: COngreuional Budget Office. Federal Aid' to Postsecondary Students: Tax
Allowances and Alternative Subsidies. Washington, D.C., 1978, p. 6.
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. Carnegie Commission’s role before the 1972 amendments was prob- '

‘supported by many of the associations
- 1972 amendments to the Education Act. -

r

: smmk’g:mégkugm; GORDON, CARNEGIE COUNCIL
| * ON POLICY STUDIES IN HIGHER EDUCATION

" Mrs, Gorpon. Mr. Chairman, it is a great pleasure to be here to pre- J
dent the views of the Carnegie Conncil on Higher Education:

I think that miembers of ‘the subcommittee are familiar with the -
work of both the Carnegia, Commission and the Carnegie Couneil, -

- .particularly as'it relates to:Federal aid to higher education. As I think
you know, the Carnegie Cdfimission very early took the'position that ° :
gthe primary form of Federal aid to higher education should be need-

based student aid’; and it took this position esssentially on two grounds. :
One, that the Federal Government has a special. responsjbility. for'*

" | equality of opportunity, especially in view'of the differencegif‘income . :

among the States; and second, that making student ajd the primary

‘form of Federal gid to higher.education would preserve the principle

of .student choice and protect institutions against interference with
their' autonomy, which we think might very well be the result of insti-
tutional aid. I am sure you all know thdt institutional aid was being .
in higher education béfore the

I think that the Carnegie Conimission poéition on this was-influen-
tial, and we have had great satisfaction from the knowledge that'the -

ably significant, especially in relation to the adoption of the basic edu-

. catlonal opportunity grant PI‘Og'[am. May I sag also, before I.get on
the '

- to the isgues before us today, tha

Carnegie Council is not a spokes-
man for higher education. We speak about issues in higher education, .
but we do not represent higher education, as do the various associations

‘that are centered in One DuPont Circle:

Let me say also that I didsat receive H.R."10854 betore I left Cali- .

~ forna, It arrived in my effice yesterday, after the long weekend, while

I was on my way east. I have not really had a chahce o study it, al- .

though; clearly, it embodies the Carter administwftion proposals,

which I have seen in the form of various media reports.

I might ‘also say that the, Carnegie Council has not had &n oppor-
tunity to discuss the President’s proposals because there has not.been

© & meeting since those proposals were made, but my reactions are going
:to be based on positions that the Carnegie Council has taken in the ...,

past, and particularly in two reports, “The Federal Role in Post-
secondary Education,” which was published in 1975, and “The States .
and Private Higher Education,” which was published in 1977. I have

“also given Clark Kerr a copy of my testimony—Clark Kerr being the
.chairman of the council-—and he agrees with it. =

In general we agree with the President’s proposals as they are em-
bodied in the bill introduced by Representative Ford, which I have
had a chance to glance at quickly this morning. We concur, particu-
larly,since these proposals are presented at a time when tax credits are
being seriously considered by the Congress.®WVe have a substantial rec-

- ord-of opposition fo tuition tax credits. In theyvery first Carnegie

Commission report, “Quality and Equality,” which took positions on
Federdl aid to higher education, there was a statement in opposition
to tuition tax credits as representing a regressive form of aid to.st-

- dentg in higher education. . .




oL

/, ; . S
the Tecent peport;en “The

;- This position was spélled out further in
:ftites and Private Higher Education.” .
., 3N owg 186 T g6 Into our reasons for thi 1
. ik the ,.%very’nﬁpm:tant in relation to tME Hosition that Congress - -
will ultimately take on the Pmsidentﬁgppg@'&l’s;&nd Chairman Ford’s
roposals. We think that serious considération of tuition tax credits

ra moment, because 1.

.. by:Congress at this point and without dne'conisideration to the relation

. of such a measure'to all existing studént aid J:rovisions is premature, !

. particularly in view of the fact that in 1979 the higher education pro- * ™™

- vigions will be subject to review- and careful study by Congress, and -:ii¥":
: re,rztlhs_l;:’n..But, we-have more specific reasons for opposing tuition tax. -

v First of all, tuition tax credits are not related to need, they come to

- the family regardless of need. A

_.Second,,depending on the details of the provisions—an .there are -
- differences, as you all know, betweeny let us say, the Roth bill.and the -

_}l:ﬁfpkwqbdfMoynihan bill—suchaid to higher education ‘teiids to be -

. 'Pefgressive in its impact. It has been—and I think on ¢hbétantial au- .
. thority—estimated that 70 percent of the benefits under the Reth bill, ..
. for example, wouid"go. to' families with incomes of $18,000 or more. :

A second very major objection is that tuition tax credits are exceed-
ingly .costly,-'?“' slation to the amount of benefit provided: This is'per- -
haps not so '} jagj-_,in the first-instance, but when you consider.that a
tuition taxioredit'of $250 would not go very far toward tuition'in the .
more elite Institutions these days, which is now up inahlg,_%,QOO range, - .

it is very: easy to sée that once the legislative door is open to;that type - -

~ yo¥Provisian, there would biehormous pressure to increase the:amount :

. .of benefit provided inthe fut¥rd antd the cost to the Treasury.would : .
hen begin to run into many billions of dollars. . =~ :u» o
Furthermore, it seemns quite clear that institutions would be‘likely * .
raise their tuition by thé.anfount of the tuition tax credit. Now, this "
. temptation is.not so impértant when we are dealing with need-based -

student aid becaype an institution always#igto think of the impact of
a tuition increasé”on thase students whé'are not benefiting from'stu- . -
dent aid, and whose families in general pay full-tuition: With this type .
of prayision, however, there would be a real temptatiofi for the insti--
tution to raise tuition; and in #he case of public institutions, then, the
- benefits would flow in large part to Stite governments; and in the'. .
@ case of private institutions to those institutions’ general ‘financial :’
© position, - o T ;
" Another very important objection, it seems to me, in‘.view of the
_fact that theré-is grave concern these days about the survival of pri-
vatethigher education in a period when institutions are expecting
declining erirollment, tfiis type of approach is.a very inefficient way to . -
aid private higher education becguse the major portion of the funds -
will flow to the far more numerous families whose children attend
'g,ublic institutions of higher education. Lo
' Qo-geruch for tuition tax credits. Now I come to the President’s pro- -

+ posils,; as T have been able to interpret them from accountsin the press,
primerily. = - L T S
" 'We strongly agree with the main thrust of these proposals. In the
Federal role in postsecondasy education’ we recommended gradual
liberalization of the family income eligibility requirements for basic .

%]
LW

B R




s

. education.gpportunity’ grants but only as the funds appropriated
, becamé};:h&%%%éﬁfor'%,u%st,@ntiﬁll"ﬁid to low-income students. I think
. thelimé has'arrived; based:on.cost estimates that we have made in the
_?as"&t‘-,‘-*??héi'i'_the basic educational pg‘port,unitv grant fundsare ‘a.deguate
. ¢ fof the needs of low-income gtitdents, and therefore those students .
'« ~»would'not be penalized su tially by a relaxation of.the family ‘ : /
. incomie eligibility ‘conditiongf" Very stnvch.the, same. commiént. applies . * }-
. to the relaxation of the eligibility éonditioris ynder thé;-.ép_l}le%e?mg'pk
- study program, which we also have recommended ifi tha past. In fact;
. We timk that the college work study prograsi ‘is-one in’which-ults- - -
mately po needs test:might be required, of, thaf is; no néeds tést might .. "~ -
be appropriate, . . .- oot RS S T
o Hg)we'ver', werfidve. sion‘g_.}reéervations ‘about. three features.of the . .’
President)s proposals, s embodied in H.R. 10854, Those reservations' ...
-apply to/the flat.mihimum grant.of $250.to:students. from families' : -
.~ with incomes from-$16,000to $25,000: to the very subistantial increase -
“in the family sizé‘offset for single independent-students} and to pro-
- viding subsidized loans for students with family incomes up to $40,000. -
- I take it from the wording of this bill that thismeans adjusted gross

D
‘

‘e

family income of $40,000. - R ST .
‘Mt Forp. That is correct.- _ CEaen T T .
Mrs. GorooN, The figure reported in the press was'$45,000, which I

" take it, is unadjusted income. ’ S Tt :

. Mr. Forp. The figiire reported in the press is based on earlier testi- . .

- imony of the admifistration when they were talking about the thégreti-

- cal model family:of fotir, and what would happen if you applied the ., .i
. adjusted gross to that’family.of four, It c.()u_ldp Ee c'o’ns;derﬁ;g '

- than $45.000, as a matter of f‘z’u_:_f' ralarger-family. . o
.MI'S' GORDON' Yes' ..‘ - 1"; '. .‘."\" '. o . » . 1 “.\\ ' ' »

ow, I know my time is limiféd;and I -could say:h great deal about -

R Guir'seasons for thess objections t4 the: proposals; but T am. going to

“ itfy'to cover the basic elements in the'tifne;that. Lhaye. .= - o

" . The $250 flat grant departs frorix the principle-of family contribu-

"tions in proportion to, income. Furthermore, we think it réaches too
- high into the parental income distribution for agrogram of the basic = .
. educational opportunity grants type. Families witiNincomes of $25,000 '

- are still:,clegix;})y in the top fourth of the parental income distribution.
.- 'We think that a reasonable standard for the BEOG-program might be .
.+» that ,there would be some aid to families.in the lower two-thirds

‘of the income djstribution. - L SRR :
~ Even then—and this. is,ft-SQmething\tl)at hias not yet appeared spe- -
cifically in Carnegie Cyicil. reports, although. it was referred to in

o1y Higher'

“The States and Priyateittigher Education,” there should be some ex-
‘pectation: of a contributidn from the student’s own earnings in-con- -
~ nection with all:stydent aid provisions. This is something*thdtiwe are -
- atteinpting tospellout in a report that is now in preparation. . A
Furthermore; just as a tuition tax credit might provide a-temptation
to an. ingtitutioit:to raise its tuition by $250, or whatever the Amount -
was, 50, I think,"fhe same argument applies to this provigion’ because -
there is a broad band of middle- and upper-middle-incomé families
- “that would be affected. Those are the very families that pay full tui-
tion in general now, and the temptation of institutions te raise:tuition
by that amount would be quite strong. I S

.
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. - Weéalso think thpt there are better ways of giding middle-iiicome - -

" 'gtudents. Senator Pall, as you know, hag proposed one, which wouldbe . -
- ~aJower family edntribution rate. We have stressed ‘the importance'of . =
"' "expanding Federal appropriations for the ‘State -student incentive .. -.

 grant program, on the ground that, the States are then induced toinc :. -

.voreage-their own ‘appropriations for:student aid, and on the groind.
5% that in relation to the problem-of the public-private tuition gap, it.is" - -
. the.States that determine tuition policy in public higher educationand

"+ are i & better position to relate the precise provisions about maximum "7
%, student grants, and so on, to the conc ition\sp'rév’ailmg in the individual;

. State; ey T
.~ 1 might point out in this connection that between 1972-73 arid 1976~ "
17 Federal appropriations for the SSIG program increased ftom Zero. .- .
' to$44 million—they arehigher than that now, but we do not have-moye .
*  recent figures for the total amount of St;gte'schglarshif) :Sﬁrdpxjip;tions.'
.. Between those 2 years appropriations for State scholarship programs’.
_increased from slightly more than\$300 million to somewhat more than =

- *'$600-million. This means;that State appropriations increased nearly
. - seven times the Fedeyralj-a” ropriation in 197677 for the SSIG pro- .=~ .

" gram. We cannof attribute that whole increase to the incentiye created " !
'by the Federal matching funds because theré were strong pregstires.in . - -

* many of'the States to increase or-adopt. State scholarship programs. . .
¢ ‘But, nevértheless, this was a very impressive result, and it:6ecurred in o

o g}te of the fact'that at least four of the Jarger States—California, 11-7 ™ -

. ois, New York, and Pennsylyanib—already had very large State’
- "scholarskip p:o(gpm_a atrthe time that the State student incentive grant”
gre Arngls '_"-%pssib\ijli;tgi‘eg,gwe think, for re-structuring the ‘SEOG -
rém, S0 tHeg it would b& more. rationally articulatec | with- other . -+,
:aid programs, which it has; gt beery in: the:past. We are work-" . ° i
¥ g’;‘dpo'sal for converting: SEOG:. essentiglly ‘into a program:..’. .-

Laingle
. th

\

meet special needs, let 1is;say, of the v"htindié&]ﬁ'ed" student,,

on:’a
hat woul

the student from a very large family; which would not be'met. byithe' ™’
cortibination of a basic BEOG grant and a State stholarship. reseived
hrdugh the SSIG program., =~ - - ST T T

- may say, having glanced at .H.R. 10854 ci(uickly ‘this: morning,- - |

that we continue to be.very:much opposed to ma ing basic educational *. .
" opportunity grant approphiations conditional oq,;,"iﬁ_rgpriati‘(ins*for '
" the three eimpus-based programs. We think that:thia “iw irrational .. -
.. if the basi¢'educational opportunity grant prograf'isto be;.as most
" people want it to-bé, an entitlement program. . - L
- "Let 'me saz'. a few words about the problem of the. iridependen
a

“student, We have very grave reservations about ihcredsing the family
- size exclision, for ‘ipdependerg)_st_udents from $1,200 to $3,400; not tha
t ey not’seem equitable in Some ways, but the pro%t)'_rtibn:df Studeh
‘declaririg themselves independent, as you' know, ha 18

; 8. beery.increasing
* very substantially, and now amounts to'more than 40 percent 6f BEQG . -
- applicants; Tf you think abagt the situstion of the singleindependent -

student who is de_p_ending,f'jw..&Et'-irfom’afnyﬁai'&f_hemay;ggt;pnffrjattj;‘tjme‘ B
- earnings, $3,400 is about’as mychrns-he is likely 1o earn in the course ;.. :
_.‘'of 8 year. Thus, the impact of thiskind of liberalization could well . ;"
- ! be to increase thé iricentives for yourig ‘people’ to' declare: themselves '
.~ independent. ‘Granted, 'tenerq.jare’ conditions that have:to be met to - - /

-
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e ‘chassified as “inde ndent,” but a student could meet thoée in a

~ year’s' waiting tjme if he was willing to live away from his family
o ""gﬂ‘“ be countgd 43 an exemptjon ort the family income tax, and so

i+ 'The main point is that this provision might well open the door to

% ‘®’Very substantial increase in the proportion of young people declar-

itig themselves independent. And this, I think, would, probably piy -

‘ "h&_mﬁi:ith. the cost-estimates that have been-developed in relation to
this liberalization of BEOG, of the order of $1 billion, J§ tadld turn

themselyes independent and glmost’automatically became eligible for
the maxinium grant. i o e
* . Now, on the guaranteed stiydént loan proposals, I cannot cever. the
' grou'n’d adequately in'®a lirhited time, becayse this proposal.can
~ -hardly begweighed without reference to the::Carnegie Council’s
xw_Serious concern .about the whole situation of Féderal loan programs. .
"1 "W think there is no aspect of student-aid providions which is more . -
..y :in need of major legislative restructuring.than the loan provisions.
;" The guaranteed student loan ‘;_p?;ogmm poses the basic problem that
it is very difficult to insure efuality of opportunity in a J)rogram in
. which, banks aye almost certain-to be fafluenééd by the credit standing
of the family. . Y A TRt C
It is especially difficult té inhsure thjit all stndents are going to get
loansin a tight money market, in spite of special allowdnces.
.‘There is a lack of incentive for collectioR.sghen thq lesns are insured
by the Federal Government. o
. There is a growing default rate, as you know—althongh I think it
is dangerous to exaggerate that. and we recognize that tlié problem -~
is most sérious ingrelation to cextain proprictary inst®utions.: . ‘
There is a cage; we think, for #-policy of deferral of interest, not
complete subsidization of intetest: yhile the student is in college; a
provision which lends itself in some cases to abuse. We think there is a
problem in the 1Q-yéar repayment period for a college graduate whose

income is likely;to;be 16w in the first few years after graduation but -

- it to be a great deal more if  large propoftién of students declared -

-substantially higher, jet us say, 10 to 15 years from graduation."And =~

there is a serious préblem of inequity between the direct student loan’
~.. Program, which sﬁl-]-"bears an hnachronistic interest rate of 3 percent, '
e ;ﬁd the guaranteed student loan program, with its subsidized interest . .’
" .. rgte of T percent. . ‘ -
._"*We have strongly progosed the development..of a national student .
loan bank. I think- that this proposal has b#én mjsinterpreted to some
- degreg@yhich may account for the fact that it-Has not received much
attention. It is not analogous_to the Economic Opportunjtv Bank
originally proposed by Zacharia8, which was an income-redistributive .
.- propgsal and was lin¥ed with the concept of full-cost tuition in publie
f.g' higler aducation, which we do hot support.
7 The r&onal 8tudent loan bank would provide for payments in pro-
. portion ¥§ inc in any given year, but the individual would--be
- liable for"the-#ull amount of his borrowing, and the length of repav-
- ment would vary according to the income of the collegeyzraduate. So.:it
- .would not be income rédistributive, but it would facilitate payment in
accordance #with income. The interest would be deferred, but not
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hile the student was in college. There would be colféction
wnmmmm iceq:vhich is, I t{xink, generally
to be the only effective way to deal with the problem of
defaults; and Sallie Map could be restructured into sich a'national
- student Joan bank without a great desl of difficulty. *

. Now, agi the bgckground of what I have.said, we epgion .
e s it orapowd, only 8 or T parcentl ol
... 1nOOKA TARGS A8.18 NOW DN ro , 8 or T percent o iy

=" have incomes shove 3;45,0%‘6,‘:6 least a8 'ofy 3975 ’18\2 subsidy covers,. -

i mmmmm of the student popujation in a props *

" of this kind. I ' major restrtctunnﬁf loan provisiogs.
~~ would not be appropriate before the 1979 amendments, but I wo,u?ﬁ .
“uﬁm. i . . ,~'. X . . al- ‘ B
1 is the additional consideration that-the higher the iy *
- income mbﬁng into t.h‘eusubqjv}ﬂzedoldomf prog ‘the greater tltxg" :
_ danger banks, especi in-a period of tight money, are’ goi )
 favor thoss students m h!gher i!r)xecome families whose ~cx;kdngto sltlﬁxd- ¢
. ing, obvionaly, is superior. 4 . L2

~ Now; I am going tb close with » few words abe &eﬁposition of -
** middle-income families. We very -definitely suppo e_cbneept, of
liberalizing family i'noome.eli'gibxlitg conditions, along with the con- »
.. oept of some contribftion from studemt oamingu ButPwe are not as .
i oonvinced as some people seem to be that middle:income ffmifies.in -
" generaL.are hurting very severely, and on- this issue I would like'to ¢
. réfer you to the two charts that Tshave appendil to the backof ndy
mpa statement, which show the percenta creases in tuffion,
_board and room, and so forth, in comparison with the cofswher price .
- Findex, and per capita dispssable Personal income, from 1970-71 to -
197647, for, first, universities, and second, four-year colleges:ather
than universities. You can readily segfrom these chartgthat board and
" room has not gone up as much as the consumner pricé’index; and far
* leds than pér capita disposable income, Tuition has gone up somewhat
more, at a"rate roughly comparable to the in@rease in the consumer
_price,index, except in public 4-year cofleges, where, since these figures
are weighted by ‘enroliment, the abandom*nt of free tuitionat the
-1City University of New York was probably a factor in explaining that
.; large increase. - % & "o
ut if you take tuition and board and room together, the increase
. haa been less’than the rise.in the consumer price index in general,
‘. and considerably less thari{the rise in per capita disposable u%oome. -
Yoy are also probably familiar with the recent CongressionalBud¢
. get Office report, which showed that, while enrollment had declined
wwhat since 1969 f8r all income groups, the decline was heaviest
- forthe highest income group, who presumabl fv would be least adversely
- affected by increases in costs. We haye long felt thiat the major explana-
_ tion of that decline, which showed up among males much more than
. it did among females, was the change in the draft situation.
v ... There is no doubt thet some families are hurting, byt probably :
sthose in-special circumstances. And ‘there a restructuring of SEQ
- “inight hurt. But we do not, I think, have a pervasive crisis in terms of
the capacity of middle-ipcome families to finance higher education.
M{;'N . Thank you, Mr. Chairman. N :
B ! . . .
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s M:. Morg: ;E\nc.}}ordon, I certainly appreciate your eloguence in
. "!:gia:é:‘, aly
Je i ed A I am ust & neophyte, I am in my second term
' th‘i:.i ﬁ{:nhtu, gut I 1gnid have topvig:rously d:sug);'ee with your

egie Council, and no doubt, you are an expert -
on
0 mijgddle-income Americans.

~-'The mijiglle income Americans, in my opinion, have been paying the |
. great tax-durden in this country for man t{'egm and have ﬁnd
- yory Hitkle equiy back from Washington. I think sotwe mtuhgathat_'
. have come to iny attention state that those families that earn $28,000
qr more pay over 50 percent of the personal income tax in this country.
‘Wo are on the firing line, 80 to speak, being representatives of ap-
. proximately 475,000 people in our district. I receive numerous com-
plaints from average inoome Americans, I would arbitrarily set aver-
. sgeincome Americans at anywhere from $10,000 to $35,000, 1 represent
- basfically g suburban district with 9 percent Cleveland and 91 percent
%{ih:. ,at'onnd Greater Cleveland. They are tea]l§ hurting, those
Our observation is that the low-income families, their children have
« . no difficalty in goin'g]to college.<The high-income studentg have no
dificulty going to co
miuch difficulty in gbing to college. :

I just received a letter this past Saturday from a family-in Middle- -
burg Heights, Ohio, which is a subrban commw&i)y in'my district,
and they earn, between husband and wife, $27,000. They have two
-studenttjs going to college and a third is (going to join them; one at &

- State University, one at a-Community College, and the other one to .
. a State University. They just cannot make ends meet; and these stu-

: dents all have part-time jo .

« I think I am in favor of the tax credit as well as the President’s
-, program, and I think the President is to be commended, and our

-subcommittee chairman is td be commended for mnsoring this legis-

lation. As aﬂattér of fact, I feel so strongly in thi
marku;m’p lesday I am going to introduce some amendments to- in-
cresse from $16,000 to 5,000, to $16,000 to $30,000 for the $250 grant. -
\ ¥ just cannot speak stronﬁly enough for the middle-income families
of this Nation that are really crying out for some h%lvp, some equity.
A suburban community sends; approximstely $8 to Washington and
ﬁ:t,s &) back. The urban centers send $1 to Washington; and get'

b

lege. But, the middle-income studen} do have

area that on our

“As we have seen recently school levies on real estate for mu- -

nicipal purposes and for school pu , they are going down to de-
feat in the so-called “wealthy suburbs” in Grgs,ter gfﬁmd. -
.»So, people are up to their neck in additional taxation, and they
: would just like to have a-little equity so they can send their kids on
~-to higher-éducation, as”the low-income and the high-income peopls
hays done, R o '
is is my observation as being a second-term House Member.

rs. GorboN. I might mention something that I neglected to mention

¥ 'in my testimony, and that is that if all'tax expenditures, as they are
now called in Federal budget ;jargon, which really essentially means .
_benefits of tax exemptions, are taken in@ account, according to the

] " . . . . o B N )
o “ . . "" o | .
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" . recent CBO report that T was ximniioniﬁgf 2.5 percent of all Federal

student aid benefits go.to students with family income ‘from $10,000

. to $20,000.0n an adjusted gross basis; and 38.2 percent go to families

~

with incomes of $20,000 or more. That includes, of course, family

... pemonal income tax exemptions, and such things as exemption of -

lcho]lrsglf loans, GI benefits, and so on, from.taxation, as well as

direct entaid. i :

.. Mr.Morrw. That is all. R :
. Mr, Foro. ThaWou very much. We ap%reciate your comments, al-

- though they unsettie me just a little bit. In some respects, perhaps,
it is use we have not had an opportunity to get this proposal

- out-far enough ahead of the hearings for witnesses to laok at it. But -

I think that Mr. Mottl has illustrated one of the dimensions of the
_problem that we face. The first dimension that is absolutely essential
_18 time. Some of us have tried in years past to do some of the thin

~ that are. in this package, and it was regarded as some sort of back-

gliding on our’original commitment when we passed the, Higher
. Education Act of 1964, and the amendments of 1972 because the mind-
set was that we were dealing primagily with the very lowest income

" levels and moving, within limitations of money, as far up as we could,

-~

<Any definition of “low income” or “middle income” becomes on its

e arbitrary because low income in New York City is not the same
as low income in other parts of the country. :

Mrs. Goroon. That isall too true. ' : '

Mr. Forp. Yet, all of our Federal programs disregard this very,
obvious discrepancy. - s '

. We see a lot of other characteristics, however, that indicate what
is hapfpemng to middle-income students. One. of them is most veadily
seen 1f you study the makeup of the student body in the low-cos')ublic
institutions, like community colle%es. ! S

A decade it was thought that the community college would be .
overpopulated with low-income people. As a matter of fact, in many
S:sm of the country the low-income stident is now substantially out-

istanced by the middle-income student choosing that type of -institu-
tion, which has some bearing beyond the statistical (ﬁstribution of
where middle-income students are. The choice that is being ‘made
relates to economics. > : e

Mrs. Goroon. That is partly, though, attributable to the increase

*'in age of students going to the community colleges. I mean, it is clear .

« that they are attracting adults, and that those adults are employed,
in many cases. I do not suggest that the trend you are talking about
does not exist but I think it has to be interpreted in the light, also,
of the rising average age of community college students.

Mr. Foro. Well, I think it has to do with the aspects of a district as
Mr. Mottl is describing, where people of middle income, despite the
‘statistical evidence that their spendable income has increased at a
faster_fate than has tuition, find it more likely to be within their
capacity to .assist a student through grOVidin housing, food, cloth- *

" ing, transportation while they attend a nearby community college, -
rather than in any way being able to put their hands on some cash
‘to assist them to go away to school. Spendable income in tetms of
what is really available at the beginning of each school year is the

roblem they see, particularly when you regard <in the industrial

‘Midwest and Northeast the tremendous impact of 4 or 5 years of the
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pidly. But it‘still reiains’a very strong factor in what is available
us that were very heayily hit.

our census information that indicates that

ties. o

. ‘with aiiy expectation of support from their parents, I have a partic-

" “.ulamconcern for-the woman who has reached the age when she

‘whnts.to go back and complete her education, if it was interrupted

b ,b{‘_the" TRIS %:: children, and so on: But I am calling attention to

~:what I think has’become a. %l:owing problem in the BEOG. program,
1

. that there.is an incentive, which certainly would be increased by this

liberalization, for students who come from families that could afford .

‘to contribute something, to declare themselves independent.
This is a growinf‘

strongly support. 1. \

* answer is. But if it goes on on a vegy large scale, then obviously the

relptionship which was the underlymg principle of the BEOG pro-

between family capacity to pay, and the availability.of student

aid, breaks down. I am not sure that the evidence is clear that stu-

) thatwothink has sbated in’some parts of the country very -

o W

[N

¥ resources in those areas that depend primarily-on the in-’ L
ME-'hoy&f:m';m*apgmise.yqng view on the -ihdep’éndell.t" student -
= Jogs tlian half of the students in ‘all colleges and universities of all .
i Sy pe lfii!;.l_'.he; c(:;unu‘-y today are under the-age of 22, the traditional -~
‘ -0 andua on¥- " T c

o “‘ﬁ'ﬂ. o#poN, ‘Well, Chairman- Ford, I concede, certainly, that . -
_there'are aflult indepenie)nf,;q.uden_ts who are genuinely no longer. .

problem with the BEOG program, which we ..
am not completely confident as to what' the.

dents from high-in¢ome families are declaring. themselves independ- -

ent, because we do not have very good evidence on that. But. the
danger is certainly there. ’

T would like to come back, if I might, for a moment 'to the SSIG - -

program, which I think—and we thin —legitimately plays an impor-

_preparation of the report on “The States-and Private Higher Edu-
cation” we did a survey of private institutions in States that had

to private hlgixer educa-

very substantial State scholarship progsa?s, and perhaps, as in the |

~ case of New York, direct institutional- ai

-

tant role in the whole student aid picture, and which tends to some . -
degree to get neilected in.debates about Federal student aid. In the.

tion, versus Stajes that-had either no scho arship, or a very minimal . ~

" State ‘scholarship program. : : _
" One of the most interesting findings—and I mention this in m
~ prepared testimony—from that survey was that in the States wil
substantial scholarship programs the proportion of students from
.. families with incomes of $18,000\or more, who were getting some
-"m{pes of student aid, was substantially higher than in those States
that had minimal or no State scholarship pragrams.

Now, this was not solely, or even chiefly,-I thigk because the family w

eligibility income standards, tend to.be somewhat more liberal in
State programs—they, are in some States, but ngt in all, T think it

was primarily because a student ‘who could get a BEOG, plus a- -
significant State scholarship, tends to ‘relieve' the institution of allo- -

E "cating institutional funds for student \aid to that student. Institu-

tional funds, which are substantial in the wealthier private. institu- .

tions, can then be directed to able studerts from families who would
ot qualify for public student aid, ' R '
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-Statescholarship programshelpit to play thatrole. =~ . - ...
-very substantial contri

, yes, that is part of my argum lly, essentiaily.

.. _Mr. Eom. For.inatance, tho,supplements that are provided in my  «
State &re much more generous, as 2 matter of fact, on.the Staterlevel, -
than,this logislation. But it applies,only. if you go to a nonpublio

bn?:s. omnoa. Well, ot.;;%urse'- this situation varies among States;

e size of the grant is much lower for a student who -ta a

.+ In other words, private student aid is plaging 8 role, gqq;gﬁpsgggpia |

* ‘Mr."Fosm Now, also, it is true that many of the States have xn'ade o

e Subgtantial Thltﬁuu&r:ls ht: the stug::t atteni%lng a private col<

e versity. would have some ing t.
*§trs. Gonpon. Oh of my arguiet, rea

4

tustion in a State scholarship program is that the ceil-- -

ng on the size .
- ‘l:l.%.l_lc institution because that student cannot receive more than the
tion actually charged, whereas there is a considerably higher ceil- . -

-+ .ing that relates to students who Elo to private institutions, typically - b'
o ,

© $15,000 or above.

o

Jn California, which has the most liberal program in

“this pa mularres ect, the ceiling is $27,000, which is a very supstan- - -
to the independent studeht for

- Mr. Fonp. I wquld.Jike to take it b
. a moment, Ther¢ are two veryStignificant things that this legislation
‘_'”pur%orts to do with respect to independent students. The first one you
 toud . e
 raising the incoméleveLfor qtial

V. )

cation. -

ed on with:the single independent student and the question of .

The second one, however, is something tl.m\t' I would hope, based on e

one of your comménts, that you would welcome; and that is treating

the woman with a‘family to support, who goes back to tliegunivexs‘ilbg |

- to complete an education, or to seek a career goal that she thinks wo

- make her better able to function, like we treat other familiés. Even in .- :
the family where there was a husband still present who was perhaps in; -

. the early, stages after completing his education, they would.be ¢oni- *

sidered Bke other families for the income limitations, and become.

 eligible where they are not eligible at the present time\for BEOG. .

~ of the household, would-at the present time, if she received as little as
- $8,600 in child. su;)‘po,rt and another $3,000 from.some sort of assist-
* ance, be ineligible for any sort of assistance at all.

AN
- . - Under this proposal, she would be eligible for a BEOG grant. to-"
begin with of approximately—a full grant, as a matter of fact—of-

$1,800, and still be eligible for additional funds or loans that would
~make 1t possible for her to become literally a full-time student and
- -gtill have this outside support coming to her family. It would, for the
:first time, treat that family the same as the traditional family kith the
;student being a dependent of the family. S R
" Mrs. Goroon. Yes; I am aware of that feature of the proposals. 1
"have not expressed any objection to that. I think’ the dangeris with
the ‘young single-independent student. Obviously, we do.not want to
create an incentive for premature marriage. But, on the other-hand,
treating the family somewhat-more liberally than the single independ--
ent student does tend to introduce an age differentiation, because the
. single independeént student is likely to be younger. I think ‘:t’ha,t this

I

>

o

. \ .
. - N Y - "

e example that I think we used in working this'out was that a
*family of four with a single woman—a divorcee or widow—as the head -
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iswhm‘e the dangm'of getting away from the omgmal prineip lo of o

. the BEOG program, which was contribution in accordance with family

: “%ﬂ'{?”mm L o
" -Mr,’ Forn. But you continually referred t4 that as a danger, as if
" 'there is & truth in the idea that anything thdt encourages the student

N to sepaiate from the family in terms of making their educational. -

chioices isiinherently bad. -

-+ “Mra,Gospow, It is bad in the sense that it subvent the original in- -

- - tention of BEOG.  That is, the idea was that students from lowin-
~ come families should be assisted in attending college, and that nSt

pri)})brtiohally becomes less acute, with increasing family income.

ow, the more you get studgpﬁs' declaring themselves independent,

_the less the BEOG program is'related to family income, that is,uskg-'

rental income. When I use the term “danger,” that is what I am talk-

.. ing about. , e L
- Mr. Fogp. I'yield to the gentleman from Alabama.
* Mr. BucsaNan. Thank you, Mr. Chairman.

If we make a distinction between single independent students and o

those who have dependents, there woulid, indeed, if you are talking

about a “needs test,” seem to be greater need with those who have de-
- pendents. Also, the young people might get married, instead of just
“+Aiving together. - o o
.+~ Mrs. GorooN. That is clearly a danger—or maybe not a danger.
.+ ., Mr, Forb, Bven an expression like “premature marriage” has a dif-
1, ,_‘;_\_ferent connotation to a Baptist minister. [Laughter.]
., of cohabitation. [Laughter.] _ S

" «~:Mrs, GorooN. All our friends’ childrep, are doing it these days. -

"Mr. Forp, I am looking at the ACE\‘J@[EOrt now, on the distribution
$ity¢es1977 of the various aid programs. It is interesting to note that

i herr yoistatt, across the.cl :
"¢ fakbe now served By the existing programs, you find in the BEOG: pro-

g@ﬁﬁbﬁ?};@ﬁifqﬁtﬁfemﬂe 44.9 percent’male5 the SEOG program,
© 53.7 female, 46.3 male; colfege'work studf\;, 55 percent female, 45 per-
- cent male; and then there is a sudden shift when you get to the NDSL

. wi]gmm,'it‘is almost even, 49.7 percent women, 50.3 percent memn. .;

en yau go over to guaranteed student loan, it 1s 46 percent women *
and 53.7 percent men. A quick look at that would lead some people

to believe that we do not need td liberalize the existins structure of -- 5.1‘ :

the programs to assist women because someone might
clusion that it is already biased in that direction.
.« . We chose, instead, to assume that the figures were telling us some-

: t.hm§ that had heretofore been ignored about who is going to college -
and for what reasons in this country. The kind of independent we are
talking about is tufriing out to be a female, where that was a predom-

" inantly male status at the time of the original enactment of the legis-
Jation a few years'back. I C o

raw the con-

 The present population in colleges and universities has become less

,  white and male than eyer in the history of the country. And when
one looks at what females are doing in colleges and universities, not .

- only are we training nuclear physicists who are females today, but we
- are also populating a good many of the other types‘of eductional

v

*" What young people consider “premature” is anything within 5 years i

‘wherr yeu,staft across the. chart, Tooking at the sex of the people who -




il mhu had betn, pmdommmtly sl with fomalen. Wo

sinalestgoing to school larger numbers a8 mdependent q,u-
4 . m: ) mt,hp pa,st.

‘_ ¥ that might very readlly weept the idea of ma sac-

: ' uug port & nice, young, middle-class girl to be & school-

1. F08 ’Qr Gould: be reluctant if she.su gests that she really wants to

e *m xical technician, or a- teacher, with the ultimate ob-

I heco “an astronaut. These characteristics lead people to

ydent, in my opinion, inore readily than the ‘question of

- Mis Qmox That could well be. -
Mr. Fomp.

‘1o su
t.b.l,nio those figures also, though, ha.ve to be inter- -

. dollars one wa.y or another because of the cha.nge in. - '.

:So, I am not agreemg that independenee is necessa.nly LS :

P ,m‘ 1) hght of the fact that.female enrollment rates have been

more rapidly than male. As I recall, the latest report on
-in fall of 1977 showed that among entering freshmen,
; .momda ‘were in the ma]orlty So,, the situation in: that respeot has
_:.',4.',' lchsﬂgetfsxnce 1972, )
. Mr; Foro, Mr. Buchanant -

- Mr, BucgaNAN. Thank you, Mr. Cha.lmna.n

'Q".. - Dé you believe there should be any-increase in the fwmﬂy size oﬁset -

'for independent students?
., =, Mra. GorooN. Well, I am not prepa.red, really, because that is a sub-
: ]eetathat we have not had a chance to consider very carefully. Affer
. all,’these: proposals have just come out within the last cou le of -
o 'Weeks. I think that there might be a case for some increase, but I think -

$3.400 is pretty high because it means that there are very: few inde- .

pendent students who,would not quahfy or:a maximum:grant,
Mr. Bucaanax. Were you siggesting that the: tn:qe has come to elim- -
mm the test entirely for work study $ il ,
Mrs. Gorpon. I would :nét say th:t necessa.nly, .But -t.he Cam‘

Council did exﬁress that ag a goal toward which we might'move :
" T he Fed le,” whichiffsme out in 1975—which I have here—we '
: ,'. -_ recommen ed an inc the appropriation for the collg

~-lot, me just. get the right table here—from

wag adout; what lt; was it 1974-T5 when this repert

L out ﬁo’$700 milliopjggonstant 1974 dollars. Now, 1tmbemgm 0iSe

d wé are very pjoil o see that.’ ;

... In general, considiing the very large increases that hav

< . in the appropriations. for the’ basic ®educational olzgortumty
- along with some mcreases for the CWS program,

famlly mceme

And when I say. Representatlve*chhanan, 1 have'in' mind

the fact that students nirdd]e-ingome fanfilies, and‘uppet-middle-
- income families,.do tend—and; fhat‘gz 2. fact of life that we c¢annot
' Lﬁnore-—-to get better seores on’ ‘achievemment ‘tests and aptitude tests;

- “thé handicap of coming from.a low-mcogx -family i associated with
. low family or parental evals of educatmm 'Students frdm mﬂdle'- and

t probably e
have reached the a{)q int where it would: not. be inappropriate to remove
rg;blhty condltxons from the. college work sthdy

»
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" upper-middle-income families can hold a part-time-job, typically,” - -
'Wi&io_qt-ﬁu’ﬂering‘ih terms of college achievement or college grades
because. they are able and have a good educational background.” . -
So, we, think this program is one in which it is appropriate even-
tually to remove family income eligibility. - . o .
. Mr, BucHaNaN, Of courge, there is another side to that coin, They
may  be at-a better ‘competitive advantage in obtaining part-time
logmeit - o ' oo
, ﬁts.GonnoN ure, that is true, and nobétly knows'exact] howmuch - "
"+ 'we need in terms of college work study.to .supplement the kinds of
.. part-time jobs that students can get on their own. One has to be .
:" "-gomewhat arbitrary aboup that. - - .
i, - Mr. BUOHANAN. Would you.in any way give priority to low-income - * -
v+ :Mrs. (GORDON. Wellz the prosopal that is before us is to relax the . .
;~ farnily income eligibility conditions, and.to direct a certain proportion
. of the added college work study funds'to families with incomes of
" $16,000 or more; this we support, I really do pgt want to be pressed -
-toomuch farther thanthat. - gl T
-+ Mr. Bucranan. Although I am a cosponsby.af the proposil before .
* us, I am still exploring it myself. The present {;gpgbsal réafly is Chair- -
man Ford’s proposal as negotiated and compromised in communica-
tion with the White House. While { am delighted that we have a Presi-
dent who has come forward with a ma{or Initiative, and I4n no way
mean to discount that, it might be useful to understand that this Presi-
deit's %rpposal was pretty thoroughly written bij‘the Hill. . . .
“Mr. Forp. You would have liked it much Bétter before it went
bii-fough.the’ Office of Management and B,udiet. [Laughter.] * -
Mr. BucaaNan. Where would you place the cutoff for an avera
. family ‘of four, at.$18,000, $20,000, wg,OOO, or at another level o
© - Mis. Goroon. I"have not worked that out exactly, but I would go, "~ .5
- on thd principle of reducing somewhat, & Senator Pell has suggested,. .
the percentage that the family would be expected to contribute, wher- -
. ever that fell. T really. do not want to be pressed on that detail, I .
. . think $25,000 is'too high, = 1 TR S
4.2 Mr. BucraANAN. Do you have any suggestion—and I realize, you - -
id;you 1may not be ‘prépared-to speak-specifically on the question .
’.{trﬁgqm.‘:@skini‘-’-—as to how much of the $1.2. billion new money - -.-.
uns

lable tinder this'program we should put in the SSIG and SEO

. Gorbon: Well, we have tecommended in the past—let me logk:"’
< .at that same table.again—a gradual increase. I stress the wond.“gra'd-'-
ual” here becausé when we were preparing the 1975 report qaéled XTlie
" Federal Role on Postsecondary Education,” we recognized: that from
- the point of view of the overall Federal budget, the nimber-of vet: - .
. erans who would be eli%ible for GI educational benefits, which-has -
.been in recent years the largest Federal program, would be deeliiing: - .
‘a8 the number of years since the height of the Vietnam conflict rose} -
and therefore,’ from the point of view Gf the ‘gverall Federal budget:: ::
_thére was g+chse"for %ndual Aincreases in appropriations for other & -
‘student aid pro%:ams.’- rom the fiscal point of view, it could be done’
" more easily 'as the GI expenditures declined. . " ...: o e T s
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' We recommended at that time an increase in the SSIG program
- - In constant 1974 dollars from $20 million in 1974-75 to $470 million

© in 1979-80, For 1978-79, the amount would have been $360 million in . i
1974 dollars. Now, that, of course;-is a great deal more than is being

. allocated now, and one could pot jump that fast; presumablg.‘ Y
o Sa’;_l;_ha’vo a little difficulty in coming up with a.precise figure for
- +SSKa..I'would think going up to something like $100 million at this e
"~ ‘poing . would be appropriate. As I say, the program has really been - -
 .veéry-eflective in -stimulating the. States to come: forth with more
- 'scholarship funds. We think this is the major direction in which we -
.ought.to go, and that the BEOG program should be regarded as a
. program, primarily, to aid students to meet their noninstructional
costs, and that the State scholarships should cover the tuition part of

‘the ogst, This would be particularly approprite because the States -
doM‘- giimine the level of twition in public higher education, '
: T

r. BucaNAN, We hagia proposal by another witnass,,géfdre the
subcommittee that -therg.b8. % two:tier approach. S
Mrs. Gornon. That is ésentially whats«¥wam talking aborit: B
Mr. Buonanawn. To stimulate t¥1039, States that are already over-
matching substafitidlly by havingg rolling base year on appropria- s
. tion'in excess'df the $75 million. Rhose States wgo are already par- |

ticipating—a number of States are already substantially overmatch- e

'- inﬁ—'rswt)uld have a new incentive for matching funds. -
. GorooN. Well, that goes back to a problem, Mr. Buchanan,

that we called;attention to in our repprt. When that legislation.was

~ adopted in 19%2-73, Federal matchitig Was to apply only to incréges

from 1972-73 ‘oi-*Now, that was veyy inequitable in a way for the;:. - .

States that :alrefidy had dagge scholdrship programs. '

0

date. We Suggest that particularly ‘because that is the first year for
which there are:. énera{) statistics on.Jtate scholarship jprograms. It
Wuld be moredifficult.to determine whiat a-State had heen appropriat-

ck before that date, although-ifwoyld not be impos:

"B New York, California, Illifiois,*andi;Pennsylvania par-
ticularly, are getting minimum benefit from the SSIG program, esge: -
"% ‘oially with appropriations at their preseiit level because they already, =
“ "you:see, had large programs before. The, latest figures show that New
. Yorky for example, igtpnly getting 2:percent of its total scholarship
. furde from' SSEG,.., ST Y e ! :
" Mr, BucHANAN. It.-.lw:z‘ uld;seem there would liave to be othéy. States
., who by fiow also are ovéMnatehing. Do ?'('m think it would be advanta-
-+ eohisiif. e changed the baséd year rol ing the base year? * «- .. -~
i ‘Mrs.-Goroon. Well, T woudd think that is certainly a concept-worth . -
" lookinginto. I have not thought aboutit. = ~ ' S
L .jfiqchANAN. Do you have any further comments on SEQOG ? L
© .5 Mrs. [GorboN. Well, in the past we have recommended gradual phas--
- ing out of most of the SEOG appropriation on the ground that this
.. program has not been equitable in terms of the way it hag'worked out.
: fam basing that statement on two studies that I.am sure.members
of the subcommittee are familiar with, that were conducted by the
College Entrance Examination Board. However, it is clear that the

- » .
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- "' So,we.have made a proposal to go back to 1969-70 as the mlat'ching-, B
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. SEOG program is very popular with institutions and with student aid -
officers, because it does give them some flexibility ; it is administered
throygh them. ' . o S :
. We are working: now toward a proposal under which the SEOG ..
- program would aid institutions in meeting special needs that could
- not be met ver¥ readily through a combination of BEOG and SSIG.:
« It might be in a Stdte whére there are practically no State scholarship. -
funds, for example, that SEOG would play presumably a more im-
portant role, S R L oo d
" Mr. Bucnanan. Thank you very much. I appreciate so much your
.contribution to our hearing. A e .
* Mr. Foro, Mr. Cornell § . S . : ,
Mr. Cornecr. Would it be proper for meto conclude from your
written and verbal testimony that, really, what you disapprove of in .
the legislation before us is substantially based on the same ground of
why you disapprove of the tuition tax credit$. - o
,Mrs. GorooN. Well, I think that comrient Would apply particularly
to the $250 flat grant. - - : . . ‘ S
Mr. CornNELL. What about the $40,000% , - © o N
Mrs. Goroon. That is a different kettle of fish, I think. But the $250
flat grant not only departs from the principle of family contribution, -
‘gccording to need, but it carries the same danger, I think; ‘thab the
tuition tax credit does, that because it is so small in relation tq it
- in private higher education, once you adopted that kind'o ision,
sthere would be very substantial'piessure to increase the ‘amount and
“to increase the upper family income leyel to which it applred:
. And then, the cost of that'provision.could become véry great, T}
-inore you increased it, the ioys youwaild depart from the prineip
f family contribution a¥éordng to'capacity. : T
Mr. CornNeLL. In your'propésed National Student Loan Bank, how . -
s would eligibility be detérmined#. i Co o
" Mis:-Goroon. There would:not be any. :
- Mr. CornELL. There would hot be any ? I —
Mrs. Goroox. No. You see, interest would not be subsidized under
that proposal. The case for an interest gnbsidy js strong if you want
to geaxtt_he_funds mostly to low-income students; but 1f you have a
combjnation of grants, work study, state Scholarship programs, and

52

so ony which pretty well meets the needs of low-income students,;then
the appropriate role of a-loan program is to aid those students whose
fauihies for one reason or another—~and this would be chiefly middle
~ an