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This study was ini;iqted’as Projecc'Np. 1243-12 with thé Office of

/ _

Program Planning, Bqueéing and Evaluation, U.S. @ffice of Educatior. It
was coppleted bvadusétional Testing Service (ETS) after c¢xpiration
gf the contrgct, tolgrovide a historical perspecgive on the organization

and admihistration of the NDSL Progran, particularly as it may relate to

3

' . . . )
persisting concerns about the NDSL default rate. Due to the passage of:

N .

time between data collectien and publication, the results reported

herein are not intended te.reflect ‘administrative practices or default

rates for other than the 1972-73 academic year.

~

The views expressed in this report do not necessarily represent

those of the U.S. Office of Educatign or of. ETS. ~ -
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- CHAPTER 1
i

‘i

NATIONAL DIRECT .STUDENT LOAN PR

Origin and Purpose of NDSE

. The National Direct Student Loan (NDSL) Program was established
under Title II of the National Defense Education Act of 1958 (Public Law
85-864) with an initial.app?opriagion'in 1959 of about $39 million.
Since that time, it has grown almost tenfold to a program involving
annual appropriaﬁibns of over $300 million and ?dvances to 831,000

students, émphnting_to $581.5 million in 1977-78. N

~

As established in 1958, the NDSL Program was scheduled to terminate
on-June 30, 1966, 'However, Public Law 88-210, enacted in December 1963,
extended the program for one additional vear and Public Law 88-665,

J A
‘

enacted in October 1965, extended it to June 30, 1972.1 The life of

~

the program was subsequently extended by the Education Amendments of

4

1972 and 1976 *

"Thg pu}pose of theiNDéL Program is to assist in the establish-

. g A -
ment and maintenance of low-interest, long-term, deferred loan programs
% .

at institutions of postsecondary education for students demonstrating

' need for financial assistance to pursue their studies.

Ry

- -u ' s [ U <

lNational Defense Student Loan Program 1967 Manual of Policies and’
Procedures. Washington: Office of Education, Department of Health,.
Education, and Welfare, pp. 10101-10104. i

2Student Financial Aid 1977-78 ‘Handbook. Washington: U.S. Department of
Health, Education, and Welfare, Office of Education, Bureau of Student
Financial Assistance, p. 8-i. o : o :

R £.5
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Overview of Provisions of the NDSL Program . " );k

" state allotment.

Each year, institutions apply~to the U.S. Office of EdWCation,;;

- .-'\.,

(USOE) for NDSL funds. Institutions indicate on their applicatlons the 1&« das

expected number of enrolled students eligible for. loans, the ant1c1pated“
: e y

average loan, cash carry-over for relending, recelvables “dellnqu.ency
: L

-

<

: ™~
rates, and related information. Ninety percent of the "approprlated \D‘SL,A 5@
R

funds are allotted to states so-.that. each state regelves.a share of funds
2 ~ . .

that is in proportion to its share of ‘the national full-time enrollment
in institutions of higher education. . The remaining 10 percent may. be

reallocated among states by the U.S. Commissioner of Education. -Insti-

tutional applications are reviewed by regional panels, which’ recomme?d

v
an NDSL amount for each ianstitution. The actual allotm_enlt to ea,clh

institution is its pro,rata share, based on recommended amounts, of the

)
.

Institutions are required to match the Federal Capital Contri-

I3 S

o ' .. 3 : . . .
bution for I:"DSL funds on a 9:1 basis. In turn,-institutions select
d » d .

e : . :
students to receive National Direct Student Loans on the basis of their

. ’ ’ .
relative need for,assistance. To he eligible, a student must-apply to
. >
the institution for an NDSL, and , i .

*
~

1. be a national of the United States;
2. be accepted for ehr_ollment; as at least a half-time-student;
0 . -

3. ..demonstrate financial need;

3"Developing institutions' and institutions unable to meet the matching
requirements may borrow funds from the goPernment for this purpose.

' ¢

\a\

«’i\

@

a

13

t

3 -
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4. not be a member of a religious community,’ society, or
. order who, by direction of Jiis or her community, society,
or order, is pursuing a col rse of study in an 1nst1tut10n
and who receives support and malntenance from the com-«
‘* . munity, society, or order.

. Students may borrow up to $10,000 in NDSL in total for undergraduate
and graduate study, and up to $5,000 prior to entering graduate or profes-
sional school, or up to $2,500 for the. first two academic years of study.

NDSLs carry a simple 3.percent lnterest rate. Repayment begln*fter

a nine-month grace perlod following termination of at least half-time *

studies, not to exceed a ten—-year period.

L) .
-«

.

¢

/(
}omd
(i)
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CHAPTER 2

~ A :
' OVERVIEW OF THE STUDY

- - >

. . , : . o
This study was undertaken because the administration of the NDSL
Program, since its inception, had not been evaluated in a comprehensive

sense.: The study is intended to describe and evaluate seven multi-

“~

f@ceted aspects of the NDSL Program as it was "zdministered by instj-

'tgtions in 1972 73: . ‘ "

% o organization, of institutional f1nancia1 aid offlces in
relation to, admlnlstratlon of the program , .

o" packaging procedures for awarding NDSLs to students

o institutional perceptiOns of problems in the award of
NDSL funds-to students

o the exit interview ) 2\
‘ :

~ o NDSL billing and collection procedures
"o problems in billing and collection of NDSLs

o relatlonshlps between admlnlstratlve practices and annual’
- institutional NDSL default rates

_ # number of significant changes have occurred since 1972-73 that

L)

have changed the financial aid landscape markedly. The development

of the Basic Educational bpportunity Grant (BEOG) Program, which went
into operation in 1972-73 for awards in 1973-74, the expansion of the

Guaranteed Student Loan Program, and the Education Amendments of 1972

-

and 1976 have modified the mix of available aid and, in many cases,
institutional péckaging-practices. Moreover, ‘some changes in NDSL admin-

istrafive’practices ha&ﬁflikely occurred since 1972-73 as a result of

" efforts in the intervening period by the U.S. Office of Education and
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g,

v

Congress to strengthen the program. The findings reported here are

applicable only to the 1972-73 year‘and the reader is,eautioned,against

-

inferring that these results are necessarily valid today.

A ¢
'

Data Collection

-

Y

- .

Two survey questionnaites were developed: Form I —-- Questionnaire

'for Institutional Representatives, Financial Aid Administrators; and Form

. L 4
£ I1 -- Questionnaire for Institutional Fiscal Officers. ~ Form I was
divided into five sections: general infogmation’abqut the_organization of

- N

the.financial aid office; information about office staffihg-levels}

selection of NDSL re%}pients; evaluation:bf tbe NDSL Program; and case

-

studies (3) in proceduresxinstitqtiOns use to package+financial €id.
P N ) .

-

’

The questionnaire for institutionmal fiscal officers contained
" sections on thé exit interview,* NDSL billing and collection procedures,

and identification of problem areas in fiscal administration of the NDSL

ﬁrogramf . : ot e <
| The questidnnaires wete mailed‘ie the fall bf';g72 to'agproxiqetely;

2;150 iesiitutions of higher equeetion.that phrticiéated'ih the NDSL

‘ Program,. and follow-up gai}ingstwete‘mede in the winter 02 l9ié- In
) tdtal, 13&57_f;naécial aiaioff%ters tesponded to Fotm‘I, for a.response

F

.-

rate of about 67 percent, and.1,517vfiscal officers returned question-.

.
1

naires, for a response-rate of about 70 percent.
‘ : - . 4 g ’ f . »
i >
. " ‘ .

\ ’ . - . ‘ ~

bsee Appendix A for a coéy of Form I and Appendix viot a copy of
. Form II.. ' ’ : ' ) ’

ERIC - T S FL13 S
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Frequency and percentage distributions of respondents, by type and

control (’Jf institution,. éppear in Table 2.1.

TABLE 2.1 DISTRIBUTION OF RESPONDENTS BY TYPE OF INSTITUTION

~

* Form 1 Form II

) .N Percent . N Percent

. ",All Institutions .y las7 100.0 1517 100.0

Univ%rsities \/( , 42i - 28.9 41;4 29.3

| l;ublic , 223 15.3 , 238 15.7

Private | 198 13.6 206 13.6

Four-Year Institu.tions : 554 38.0 ) 598 39.4
Public v © 102 7.0, 108 7.1 i

Private 452 31.0 490 - 32;3

_ Two-Year Institutton}s: 482 33.1- 468 30.9

Public . o 324 22.2 309 26.4

Private : 158 » .10.8 159 10.5

/\\ =
s,

The general analysis plan involved cross-tabulating item responses

-

Analysis Plan

v

by type of institution. In addition, two special analyses of delinquency

or default _ra,tes' were performed. The first ‘analysis classified institu-
Yy g i - _‘l,
tions into, three groups by delinquency rate. Those institutions whose

/
delinquency rat’:e.s were in the top qudrter (75th percentile or above) were
classified as high default rate schools; those in the middle 50 percent

('25t‘h‘ to 50th percentile’) were classified aé intermediate default rate

-“"schools; and those in the bottom quartile\rere classified as low default

- .

M~
D

%/
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rate schools. Responses to selected items dealing with billing and

collection practices were tabulated by default classification. Results of

— .

h g

these analyses are presented jin Chapter 9.

The second special analysis of default rates involved regressing
selected administrative practices on default rates, in an effort tg
assess the partial "effects" of administrative practices. Results of the
stepwise regression analy;is are also presented in Chapter 9.

Readers interested in an overview of the major findings of the study

may wish to refer to Chapter 10 before examining the detailed results

presented in Chapters 3 through 9.



T ‘ CHAPTER 3

INSfITUTIONAL ORGANIZATION FOR NDSL' -

(’

To obtain a general framework within which to consider the various

specific administrative procedures, ecollection activities, and opinions

~

about the National Defense Student Loan Program, the ETS survey instru-

ments asked questions about institutional organization for administration

of the program. This chapter describes the reported organizational

patterns.

Centralization and Specific Functions .

12 . ™

. X ,

One aqf %{e recommendations the Office of Education makes to

institutions participating in its programs is thatjithe administration
e ) . ‘ .

of financial assistahce programs be coordinated by a singlE

-
Pl

This assures that the individual needs of students are met in the tost

y D

effective, economical,. and controlled way.
Within the sample of institutions participating in this study, the
/ : .
suggestion for centralization appears to have been generally accepted. In

response to the question, "Is the administration of federal student

financial aid programs centralized in one office at your institution,”

95.6 percent of the respondents answered affirmatively. The highest

percentages of institutions with centralized offices for administering

’
e ¢

the federal programs were in the public universities and four-year
s

institutions. The private universities and private four-year institutions

were Jless likely to have centralized operations. Only among-the two-year

-

\ _
institutions were the private schools more likely to have a centralized

of fices
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operation than the public institutions. The following table shows the

distribution of responses to the question on centralization.

TABLE 3.1 CENTRALIZED ADMINISTRATION OF FEDERAL STUDENT
FINANCIAL AID PROGRAMS BY INSTITUTIONAL TYPE -

Centralized Administration

Institutional Type Yes No No Response
All Institutions 95.6% 4.3% -1z
* Universities
Public 99.1 -9 -=
N——

Private ) 91.9 8.1 -
Four-Year Institutions |

Public - 98.0 2.0 --.

Private * 94.5 5.3 .2

‘Two=Year Institutions

Public 95.7 4.3 -

Private 9608 R 205 ' 06

In the offices that were not completely centralized, the admin-
istration of the™ Bollege Work-Study Program (CWSP) was most likely'not
to be includeds Tweﬂ:y-four institutions (l.6 perqentvgf the total
respondent group) indicated that CWSP administration was not included
as a function of the office administering thé NDSL Program. Only ten
institu£;Qns (.7 percent of the rESpondents5 indicated that the admin-

istration of the (Suppl€mental) Educational Opportunity Grant (EOG).

Program was not a function of the office responsible for administering



-]l-

—

NDSi. Within the different institutional types, the number of insti-
_‘itutions that reported exclusion of (S)EOG or CWSP from the centralized
administration was too small to demonstrate any particular pattern.
About six out of ten of the responding institutions indicated that

the office that administered the NDSL Program "regularly performs other
work in addition to administering financial aid.'" The public universitiés

were the least Iikely to assign other work to their financial aid offices,
with only 30.9 percent reporting regular discharge of nonaid work. The
private two-year institutions were most likely:to have other work in the
financial aid office. Within each general institutional type, the private
institutions were more likely ' to have the financial aid office admin-

istering other work than were the pﬁbliC'institutions (see- Table 3.2).

TABLE 3.2 REGULAR PERFORMANCE OF OTHER WORK IN ADDITION TO
FINANCIAL AID

» Other Regular Work
Institutional Type Yes No No Response
)‘.' .

All Institutions : 59.37% 40.2% -5%
Universities

Public . 30.9 69.1 -

4
Private 45.5 53.5 1.0

Four-Year Institutions
Public 53.9 46.1 --
Private 59.5 40.0 .5
Two-Year Institutions ‘
Public 75.9 23.5 .6

Private - 85'4 13-3 1-3
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NDSL Billing and Collection

In most instances, the office responsible for selecting NDSL

recipients was not responsible for other functions in connection with the
program. Slightly more than one-third of the respondent group indicated
they were also responsible fcr issuing loan checks to students, about

>
one-~quarter were also responsible for NDSL billing and collection, and

slightly less than one-quarter handled NDSL accounting-. ‘The public .

universities were least likely to assign other NDSL administrative

functions to the office responsible for selection; the private two-year

-

institutions were most likely to have combined administrative functions.

»

TABLE 3.3 OTHER NDSL ADMINISTRATIVE FUNCTIONS ASSIGNED TO THE
OFFICE RESPONSIBLE FOR SELECTION OF RECIPIENTS

Selection Office Responsible For

ISSuing- Billing &
Institutional Type Checks ~ Collection Accounting
All Institutions 37.1% 26.0% - 24.0%
- Universities
Public 29.2 18.8 ' 15.7
Private 29.3 21-2 _ 20C.7
Four-Year Institutions . - '
Public 41.2 25.5 26i§\
Private 34.5 | 28.5 25.9
Two-Year Institutions
Public 35.2 22.6 7 17.6
Private 58.9 41.8 45.6
2

.

\"
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About 60 percenﬁ of the respondents indicated that they utilized a

quarterly billiné cycle for borrowers who had left their inst;tutionSQ
The incidence of quarterly billing was highest in the private universities

and four-year institutions, where it was used by 64.1 and 68.4 percent,

respectively. In the two-year private idstitutiong, only 45.3 perceat

>

billed quarterly.

i‘The next most common billing cycle was nmonthly, used by 20.2 per-
cent of all institutioms. Bimonthly billing was used by less than 1
percent of all institutions, and only in the two-~year public and private

groups did oore than 1 percent of the respondents use this cycle.

TABLE 3.4 FREQUENCY OF BILLING CYCLE

Frequency of Billing Cycle

Institutional Type Monthly Bimonthly Quarterly ' Other o Response

All Idstitutions 20.2% 9% 59.6% 8.2% II-ZZ

Universities

) Public 24.8 A *53.8 8.8 12.3
Private 19.9 - 64.1 6.8 9.2

Four—Y$ar Institutions -
Public 17.7 .9 60.2 12.0 9.3
Private 15.7 +6 68.4 6.3 5.0

Two-Year Institutions .

Public 23.9 1.3 54.4 7.4 12.9

Private 22.6 2.5 45.3 12.6 i7.C

5e
A2
Ll




Among those iastitutions where the selection and collection re-

- -

sponsibiliiies were not assigned to the same office, only abeut half
the respondknés indicated that the amounts collected wete systeratically

reported to the office responsible for selecting recipients. In all three
institutional types, the public institutions were nore likely to have

-tollections systematically reported to the selecting offfice. Pudlic

universities were most likely to have such a procedure (nearly two-thirds
re;ponded yes), while private two-year institutions were least iikely.

The following table shows the responses to this item.

LE 3.5 SYSTEMATIC REPORTING OF NDSL COLLECTIONS TO OFFICE
»\ RESPONSIBLE FOR SELECTION OF RECIPIENTS*
-~y i

.ii . Systeratic Reporting of Collections
Institutional Type Yes o Does Not Appl: No Response
All Institutions 51.6% 19.3% 7.2 ) 21.9%
Universi;ies

Public ' 62.3  15.3 4.5 17.9

Private 54.0  22.2 4.6 19.2 :
Four=-Year Institutions

Public 59.8 9.8 6.9 23.5

Private - 44.Q 25.0 7.5 ‘ | 23.5
Two=-Year I?stitutions

Publiic 55.3 19.1 . 8.9 6.7

Private 42.4 11.4 10.1 o 36.1

-

*The specific questioniwas, "If your office is not respensible
collection, are the amounts collected reported systematically

T rn

or “DOS.L
0 your

office?"”
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‘Eliminating the institutiong‘;hsx did not respond to the item

o (presumably those in which the collection and selection functions were
the responsibility of the same office) and those that said the question
) did not apply (presumably those with some other arrangement to assure

(_ reporting), more than one-quarter of the respondents indicated that

-

<. they did not have any procedure to routinely report collections to the

office that selected recipients. The public universities and four-year

-

. '1nsti;utions,héﬁ(§he smallest percentage of respondents indicating
no systematic repor;ing procedures; the private universities and four-
year institutions.ﬁgh the highest percentages. Table 3.6 presents the

. \ . . -
responses to this item for all institutions but those that indicated the

item did.hbt apply. . : ' -
iy

-

. TABLE 3.6 ~RESPONDENTS WITHOUT SYSTEMATIC REPORTING TO OFFICE
RESPONSIBLE FOR SELECTION OF RECIPIENTS =T

-

Percent with No -
Systematic Reporting

-

“~TInstitutional Type

All Imstitutions . 27.2
Universities

Public - - 19.7

Private ‘ 29.2

. -~ ' , '

Four-Year Institutions . 2

Public - _ - 14.1

Private 36.2

Two-Year Institutions

. Public ’ 25.7

Private ) 21.2 | : s

s
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"Data Processing’ -

Very few institutions (only sli‘ghtly more than 11 percent) rc::po;:te%'
'ga&ing extensive¢use of'dﬁta processing equipment in 1972-73 ;n their
financial aid opefations for purposes other than billing.and colléction.
Close to 60 perCent ?aid they did not use it at all. Among all ins;ii
tufional types; thé public institutions were more likely to use data
processing equipment than were the ;fivate. Pii&ate two=-year institutions
were the least likely to useldata processing in their adﬁinistration of

financial -aid. The followfhg table describes the use of data processing

equipment for financial aid operations in areas other than billing and

collection. ’ - %
TABLE 3.7 EXTENT OF USE OF DATA PROCESSING EQUIPMENT IN .
FINANCIAL AID OPERATIONSAOTHER THAN BILLING AND K>
COLLECTIOR
» Data Proce§sing=Use
quﬁ;zﬁtional Type . Extensive  Some None No Response
Al1 Institutions C o 11.4% 29.0% 59.4% 2n
Universic;es ’
Public ) 27.8 43.5 28.3 b
Private . 15.1 38.4  46.5 -
Four-Year Institutions : <§§
Public 12.7 41.2  46.1 -
. Private 6.9 22.6 © 70.6 -
Two-Yéar Inétigutions N ' ’ ' ’ - .
Public 6.8 27.5  65.4 .3 |
*Private, - 5.1 10.1  83.5 1.3 ! .
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A computer was used more for the generation of bills feor NDSL bor-

rowers than for other financial aid functions. While only 11 percent of

all institutions reported extensive use of data processing in financial

‘aid operations other than billing and collection, nearly half (47.2
A% )
percent) said computers were used in the generation of NDSL billings.

Among all institutional. groups, the private institutions were more likely

than the public institutions to use computers for billing. The highest

percentagés of institutions using camputers were in the private ueiver-
sities and private,four-year institutions. The lowest percentagé of

computer use for billing was in the public two-year institutions.

TABLE 3.8 METHOD BY WHICH NDSL BILLS PREPARED

How NDSL Bills Prepared

Institutional Type . Manually By Computer No Response
Ali Institutions 48.0% (& 47.2% 4.8%
Universities

. Public - 46.2 50.0 3.8

Pqiyate . 35.6 62.0 2.4

Four-Year Institutions
Public " 62.0 35.2 2.8

Private 43.4 53.7 2.9

Two-Year Institutions

Public 58-1 34.4 7.5 /
Private : ‘ 50.9 37.1 -~ il.g
N

-~
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' ¢ TABLE 3,9 PERCENT oF RESPONDENTS WITH WRITTEN PROCEDURAL GUIDELINES
5 Institutions Reporting Having Written Procedureg

e e

Type of Written Al] University Four~Year Two-Year

Procedura] Guidelineg  InStity.jons Public Private Public Private Publi, Private

I _W e S

Packaging vapious - o |

types of aid . 3.3y 61.07 49,07  50.0%  50.27  Sl.9y  43.7%

Clerical gteps in
processing financia]
ald applications © 7 by 77.1 60.1 68.6 59.7 66.1 62,0

Reviewing need ,
analysis 36,1 66. 4 5.1 5449 8.7 5744 60.8

Reviewing applicants’ -
academic credentials 46.0 3.1 47.5 46.1 ( 45.6 39'8 50'6

Reviewing applicantse
qualifications, Such

as leadership, ‘ . _
creativity o 18,  18.8 23,7 10.8 12,6 L1 22.8

Criteria for Sele‘tting
NDSL recipients in
addition %o those in

Manual 28,4 40.8 26.8 29.4 22,8 25.9 32.3
- e T e ™™ e - ' ——— e ————
\?.
\ 3 /

Full Tt Provided by ERIC.

O ‘ ' ‘ . .
ERIC . - Coe -
. A oy . y ' :
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TABLE 3.10 INSTITUTIONS WITH FULL-TIME DIRLCTORS * |
OF STUDENT FINANCIAL AID PROGRAMS™

All Institutions ; (,' 73.4% .
| Universities = _ = T . “
‘ Public ' ‘  g5.1
Private - 77.3

, ..

Four~Year Institutions:
Public \ 87.3
. *Private | . o 7241
Two~Year Institutions

‘Public 67.6

T ' ‘Private 4449

e

Iﬁcluding ;he director (where appropriate),; the av‘erage staff in
financial aid offices included 1. B’Eull time adminis,trative (profes-
sional) staff perSOns ddring the per10d‘ of the study. Pubhc univer-»

31ties averaged 3.3 \ofessional staff;. privaté universities, 2 3
. . r

PUblic four-year insticutions, 1.6; private four-year instltutlons, l &

public two~year schools, 1.3; and private two-year schools l.4. Table

3.11 shows the distribucion of professional 'staff members for inst;’.tutiohs

r-

in the different groups. _ B : . ’ '

At most institutions, the mean experience level of the professional

! Vo.M 4

staff members in the financial aid office was about three yeafs. The

private universities and four-year institutioms %d the more experienced

~ staffs, the private two-year.institutions ‘the least experienced.

- A . 33 . ® S .
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" TABLE 3.1l DISTRIBUTION OF PROFESSIONAL STAFF EXPERIENCE IN FINANCIAL
AID ADMINISTRATION .

. Percgnt of Staff with Years Experience

Institutional Type " Under 1 1-2 2-3 3-4 4 or more Mean
All Institutions 17.9% 16.8% 15.5% 14.8% 34.9% 3.0
Uﬁiﬁérsities' ) - '
Public 18.4 \ 18.2  15.9  16.9 30.6 2.9
Private 18.4 15.5 13.2 _1a.1 ' 38.7 3.1

Four-Year Institutiongc

Public . " 18.6  13.8 15.0 17.4 35.3 3.0

Private . " 16k 15.2  15.4  13.3 39.7 3.1
Two=Year Ianstitutions .

Public - 16.8  16.6 15.9 15.1 . 35.6 3.0

Private : 22.1°  22.6 18.3 ‘12.0 25.0 2.6

: o . i A

Not unéxpectédly; vefy few of the respondedts‘felt\ihat»eithef

thgir professional or their clerical staff level was higher than it should

have been- Only 1.6 percent of all institutions reported that they had
¢ , . ' .
more than adequate numbers of professional staff membersﬁ,and‘only 1.2
: : - >

‘percent said they had more than adequate clerical staff numbers. About
one-third believéa their professional and clerical staff complements were
barely adequate, while 20.6 percent reported that their professibnél staff

nugbfers were less than adequate and 29.4 percent that their clerical swsaff

numbers were less than adequate.
v - Lo
. Among all institutional types, the private institutions were more

- -

likely than the public to report that their staff numbers were adequate.

.
-
»
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" Tables 3.12 and 3.13 show the actual distributions of responses to the

3
questions about adequacy of professional and clerical staffs.

TABLE 3.12 PERCEPTIONS OF ADEQUACY OF ADMINISTRATIVE
(PROFESSIONAL) STAFF SIZE .

All Universities Four=Year Two-Ye¢ar

-Perception
Private Public Private

of Adequacy Institutions Public Private Public

More than

adequate 1.6Z% «5% 1.52% - 1.6% 9% 5.7%

Adequate 43.2 -36.3 39.4 33.3 46.7 40.4 59.5

Barely - ]

adequate 33.8 33.6 43.4 30.4 33.6 34.3 32.4

Less than ™~ .

adequate 20.6 28.7 15.7 36.3 16.8 23.8 9.5

No response .8 .9 - - l.%‘ | .6 1.9
TAELE 3.13 PERCEPTIONS OF ADEQUACY OF'SECR%TARIAL AND . )

CLERICAL STAFF SIZE -

Perception All Universities Four-Year Two-Year
of Adequacy Institutions Public Private Public Privdte Public Private

More than

adequate 122 .52 1.02 - 1.3% .92 3.2%

Adequate 35.0 20.6 34.9 21.6 39.4 33.3 55,9
» . -’

Barely oS A

adequate 33.6 42.6 32.3 33.3 31.4 33.6 28.5

Less than’ ) . |

adequate . 29.4 35.4 HN.3 45.1 26.3 32.1 12.0

3 . - . .
NO re.sponse . 08 09 05 -—— 106 el 103
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While the respondents” perceptions of the adequacy df their protes-
sional staffs were related to staff size.'thcfe was ndt as muchadiffecrence

of viewpoint as might have been expected. Slightly more than four out’

of ten (42.6 percent) of those in offices with a single administrator

believed that their professi{onal staffing was at le;ast adequate, but only
)

‘slightly more than half (53.7 percent) of those in ocffices with more

than four administrators said the same. Table 3..14 shows the perceived

adeq:zacy of professional (administrative) staffing by staff size.
‘ ’‘

s

TABLE 3.14 PERCEPTIONS OF ADERUACY OF ADMINISTRATIVE
(PROFESSIONAL) STAFF SIZE BY LEVEL OF STAFF,
ALL INSTITUTIONS

of Administrative Staff

3 4 More than 6"

Perception of Adequacy 1 2.
A - Rl

MoPe than adequate 1.2 Rz 1.7z 1.6% -
Adequate Al.2 46.0 48.3  4uh.0 53.7 .
Barely adequate " 33.8  33.8  35.3  41.0 - 26.9
Less‘than adequate ©23.0 16.9 13.8  16.4 17.9

\ >
No response - .6 I.7 .8 - 1.5

The average number of staff meabers for billing and collection at
all institutions was 2.36 full-time equivalent administrative and 1.77

full-t ime equivaléﬁt clerical staff.- Public twa-year institutions had
’ - .
the largest full-time equivalent staffing and private two-year insti-

tutions had the loweste Only 21.4 percent of the administrative and 24.1

»

percent of the clerical staff had loan collection as thefr full-time

o
ol



 responsibility, however. About four out of ten of all administrative
and clerical staff involved in loan collection devoted no more than
one-quarter time to the process. .Tables 3.15 and 3.16 show the assignment

of clerical and administrative staff to NDSL billing and collection.

S

TABLE 3.15 CLERICAL STAFF COMPLEMENTS INVOLVED IN NDSL BILLING AND

’ COLLECTION _
Clerical Staff Working on
NDSL Billing and Collection Who Were
Less
Than Full ) )
Full But Over , Full-Time
Institutional Type Time Half Time Half Time Quarter Time Equivalent
All Institutions 24.1% 18.5% 18.3% 39.0% . 1.77 .
Universities .
Public 35.2 20.4 18.4 - 25.0 1.10
Private 25.6 18.9 15.0 - 40.5 1.70
<
Four-Year
Institutions
Public 30.1 19.3 21.7 . 28.9 1.89
Two-Year
Institutions : . -—
;~ Public 18.5 14.7 ° 16.4 50.4 2.95
p _ .
Private - 18.2 15.5  18.2 48.1 1.05

et
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TABLE 3.16 ADMINISTRATIVE STAFF COMPLEMENTS INVOLVED IN NDSL BILLING AND
COLLECTION

Administrative Statf Working on
NDSL Billing and Collection Who Were

~

Less
Than Full”
: Full But Over : Full=Time
Institutional Type Time Half Time Half Time Quarter Time Equivalent

All Institutions 21.4% 17.5% 17.2% . 43.8% 2.36
Universities \ ~ =
Public - 28.2 21.6 18.9 31.3 2.16
Private ©23.3 17.0 15.0  44.7 2.16
Four—Year . »
Institutions
Q{xbnc 26.6° 13.9 16.5. 43.0 2.36
¢ ~ . ’ .
Private . , 19.5 7 19.0 18.0 ~  43.5 .2.88
- hi . -
Two-Year

Institutions

Public 16.9 14.3 17.2 51.6 3.69

Private 18.2 15.5 16.6 49.7 . 1.30

L3

As -tables 3.17 and 3.18 show, nearly half the institutions (46.6
percené) thought the level of clerical staffing for NDSL billing and
collection.was at least adequate, and mbre than half (51.3 percent)
thought the level of administrative staffing for these functions was at

a
least adequate. This compares with 36.2 percent of the respondents (see
]
‘Table 3.13) who believed clerical staffing in the financial aid office for

dealing with NDSL selection was at least adequate and 44.8 percent (see

Table 3.12) who thought the financial aid administrative staf{ levels
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e wete at -lesut adequates It would seerm that when s3carce personnel
resourcen had to be dimtributed Lhey were more likely to go to collectlion

-

than to sclection.

TABLE 3.17 PERCEPTIONS OF ADEQUACY OF ADMINISTRATIVE (PROFESSIONAL)
STAFF S1ZE FOR BILLING AND COLLECTION

Perception All - Universities Four-Year Two=Year
of Adequacy Institutions Public Private Public Private Public Private

‘More than

adequate 4.2 2.92 1.5 3.72 3.1% 4.22 13.8%

Adequate 47.1 39.5 56.3 38.0 51.2 42.7 49.1

Barely‘ : &

adequate 24.0 - 26-9 \ 23.8 . 31.5 26.7 19.4 15.1
b’ -

Less than - r

adequate 14.0 21.Q 10.2 21.3 10.8 18.8 3.8

No response 10.6 9.7. ‘8.3 5.6 8.2 14.9 18.2

TABLE 3.18 PERCEPTIONS OF ADEQUATY OF CLERICAL STAFF SIZE FOR
BILLING AND COLLECTION .

?erception All Universities Four-Year Two-Year
of Adequacy Institutions Public Private Public Private Public Privte

More than

adequate 4.0% 2.1% 2.92  2.8% 3.1 3.9%  12.6%
Adequate 42.6 29.8 51.0 26.9 47.0 43.7 45.9
Barely

adequate 26.1 37.0 26.7 35.2 25.6 20.

Less than

adequate 17.6 24.4 13.6 30.6 16.0 - 19.

No response 9.8 6.7 S.8 4eb 8.4 12.0 o
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The momt commonly reported tratning for the fespondents wam attend-

ance at financial aid workshops spgoumored by the Amcrican Collepe Tealing
Program (ACT), the College ‘Scholaruhip Service (CSS), the O1fice of

Education (OK), or some other organization. AcCross institutional typesn,

" more than nine out of ten of the respondents had attended nuch workshops.

The next moat commonly reported training was attendance at gn Ottice ot
Education tripartite application workshop. Craduate ot undergraduate
course work in busincas adminintration was reported by ulightly‘morc than
half, graduate courses in counseling by slightly less than half, and
graduate courses in student financilal atd adminfistration by thc smallest
number. Table 3.19 shows the percentages of rcspéndcn;s reporting haviag

participated in the different types of training. .

TABLE 3.19 PERCENT OF RESPONDENTS WITH PARTICULAh ?Efﬁs OF TRAINING

Universities Four-Year - Two-Year
Type of Training Public Private Public Private Public Private

Graduate Courses

in student finan-.
cial aid admin-

Astration 13.0 - 8.6 18.6 13.5  21.0 5.7

At tendance at an OE

tripartite applica-
tion workshop 91.9 B4.3 83.3 84.1 85.8 78.5

Attendance at a

financial aid

workshop sponsored

by ACT, CSS, OE,

or other

organization 97.8 94.4 93.1 93.1 . 95.4 93.7

Graduate courses
in counseling 6l.4 44.4 63.7 36,1 68.2 32.3

Course work, under .

graduaté or graduate
in’business admin. 62.8 50.5 55.9 50.7 48.5 48.7
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NDSL RECIPIENT SFLECTION AND PACKAC ING PATTERNS

The primary and most emmsential condition of an applicant’s eligt-

dility for a Natlonal Direct Student Loan-is that he or she {(a in neecd o!f

the regquested loan to pulmuc a course of study during the period for

which the application is made-.

Flnnnélnl need 18 the relative differcnce between the expensacs

‘associated with collecge or postsccondary school attendance and the

ability of the family to gontribute toward those cexpénnes frowm (s

income and amssels.

Need Analysis Svstems Used

‘ ¢

At the time of the utu&y, OE-approved need analysis ayatens (ncluded
those published and operated by the American College Testing Program and
the College Scholarship Service. Other acceptable systems were the ifcome

tax method and the OF Alternate Method.

Financial aid adninistrators were asked which system of nced analysis

they used i{n 1972+73 to determine students’ nceds for NDSLs. Overall, two
out of three institutions reported they used the CSS system, two in ten

used ACT, and about one in ten reported using either the income tax =cthed

or the OE Alternate Method (see Table 4.1),

1

Is{nce the study was conducted, other need analvysis systems have been

Y 5 ) L
approved -- notably the Graduate and Professional School Financial Aid
Service and the Basic Grapt system. ’
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TABLE 4.1 NEED ANALYSIS SYSTEMS USED TO-ASSESS STUDENTS’ NEEDS

. f-.‘ S : | - Income .Alcgfﬁate' Own
Ins;itu’tior.lal Type . \ ) ACT: ~CSS- %; - Met;hod Metho,d' No Response
ALl Institutions - ~ 18.1% 86.6%7 4.4%  @0% 3.1% 4.8%
Universities . ) o ; o o - - ' ’ '
" pwblic . 21.1 65.9 3,1 . 306 " 2.2 3.6
Private 35 864 2.0 . 1.0 5.6 1.5

,Four—Year‘,{n\st itutions

Public’ 22.6 . 63.7 6.9 . 3.9 1.0 2.0
Private . S 11.7 79.4 1.1 s .6 1.5 - 5.5
‘ v . ) : S .
Two-Year Institutions
) co . . ) 4 :
Public T 29.6  46.0 - 8.9 5.9 » 4.3 5.3
s . (NN )
Private . 24.1 50.6. 7.6 “be b 3.8 9.5

e

SePectidn of NDSL Recipients = T

i ’ Responsibility for gl-ec;iding, which students,were to be awarded NDSLs

v -

appears, .in the main, to have rested. with a single individual at ea,ch,-,*
institution. When asked, "Does more than oné member of the administra-
tion or faculty approve each NDSL application before a loan.commitment

.~ . ’1 X .
‘is made?" 56.4 percent of the aid officers responded negatively (see Table

4.2). E -

. . . ~ . & I
Because institutions often receive insufficient NDSL allocations
. to meet thé needs of all eligible students, items were included in
—

the questionnaire for financial aid administrators to determine which

subgroups of students received priorit}; in the award of NDSLs. Aid -

o T::’ A A P

e
£l T -
- .
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TABLE 4.2 DOES MORE THAN ONE MEMBER OF THE ADMINISTRATION OR FAGULTY APPROVE
"EACH NDSL APPLICATION BEFORE A LOAN COMMITMENT IS MADE?

, s Yes, fop. Yes,  for o ,
Institutidhal Type FiCases Complicated Cases No  No Response
- A11 Institutioms | 20. 8% 56.4%  0.2%
Universities c . -
Public . .22.0 | '31.4 - 45.7 " 1.0
_ Private : 25.3 ' 1907 ss.a1 0 -
Four-Year Institutions
. ® . . ’ - - - . "

_Private _ - 25.2 - 17.9 56.6 0.2
Two-Year Institutions . ' X oo |

Public  ~ . - . 15.7 N 1644 67.6 0.3

Private o 32,3 20.3° - 475 ==

administrators,éere'asbed\;o rank order the top four student subgroups,

'from a_list.of eleven, id’brdéé of award preference (l = fifst prefer-
ence, 2-;'secoh& prefgreﬁce,"3 =A£hird prefefence, and 4 = fourth
- préferencé). _Blanks,-indicating no preference, were scoréd as "5." lean

instifgtiopal preferences were then computed by insfitutional type. The

results of tﬁis analysis are presentéd in Table 4.3. =
0f the eleven student subgroups presented to aid administrators,"

only three emerged as preferende groups. It appears, on the average,

that the neediest students received first preference in award of NDSLs,




t ¢ ’ L n

TABLE 4 3 MEAN INSTITUTIONAL PREFERE“CE RANKINGS or STUDEt* SUBCROUPS TO PECEIVE NDSLS, BY TYPE OF

INSTITUTION
: » - \
All Universities Four-Year Institutions Two-Year Institutions
Student Subgroup Tnstitutions * Public  Private Public Private. ~  Public - Private
Entering reshnen 29 40 3 (R X S B % A
Renewal upperclass 2.6 2.6 2.4 23 24 2.8 3.4 -
First-time ufperélass 4.5 l4.5‘ o b ,' , ‘4.5 , ‘.4.5 4.6 4.5
Better than average | , ‘ | b R .
students (academically) 48 b 4T b7 4% S T R N
Prospective teachers bt 7 4l 4 B S Lo hT
e R S R TS T S SR
onen A S 2 T 5 RS A R
Neediest'studenté . 2.0 1.9 | 220 T‘l.Z | L& . jf.Z. 1.8 ‘
' Minority students B N~ NN
‘Needyis;hdents ¢ ‘} ’
- who didnot
qualify for , ‘ o |
‘;bther‘aid‘ | ’ 34 35 36 34 35 . R 32
Statevor focai o ‘ e o '
residents | : . b8 4.8 49 49 6.8 b7 4.9

—CE_

o
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f°11°wed by renewa},\’f

4

of aid. Do L |
. ) - . ’

qualify for other gqf

- To gauge minority parc:.cipation in che NDSL Program in 1972~ 73 aid
\ » »
adminlstrators Wwere asked if more than half of their mnoricy flnancial

aid recipients Yecejived NDSLs as part of their packages._Ove all, as seen
in Téb]_e Lobs abou.£ six in ten aid officers repé?ced this v&s the case.
Private institutygynps appeared to be more likely than public instétutions

to assign NPSLs .4 minority group Stud‘ents, a finding that may pe

Y

'at private inscitutions. A:

g

actributab]_e to the higher cost:s, and nee
noteworthy exCeption to chese generalizaC1ons 1s the finding thac over'
" 60 percauc of- the public two—year colleges did not have more - chan half of

-

ChEiF\minorltx aid pecipient pgpulations SLs. ThlS could COnCelvably

reflect jowef COStsg spd/or differences in'packaging.philosophieS-

) % . ) p] ) } ) e
TABLE 4. 4 DO MORg THAN HALF OF THE MINORITY FINANCIAL. AID RECIPIENTS
AT THE 1nsTITUTION RECEIVE NDSLS AS PART OF THEIR PACKAGES?

.f_—f;;;;;:::I;;;I‘;;pe 7 Yes o No No Response
m 61.87 34.5% 3.7% _
Universities )
Puplic 62.8 3.6 3.6
Private - 70.2 24.2 . 5.6
Four-year Inétitutidns . ,' o . '
' Publit - ‘ ~ €60.8 3204 6.9
Private o '76.8 ©20.6 2.7
Two-year . ,lestit-uciot.‘l_S "
Public _. " o - 346 6l.4 4.0
Private 32.3 . 20.3 4745

VoY
it
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Case Studies im Packaging - L.

. -

To enable an ipﬁeStigaqion of the'brocedures used 'in 1972-73 by

financial aid administrators in packaging aid for students, three case

-
-

studies were included in the questionnaire. Aid officers were asked to
review the cases and decide whether their i.pstitutionsr wou%d offer some _
;’-YPe of aid to each applicant and, for those who would normally be offered

aid, the amount of NDSL, granvt,' and/or employment aid. _Thé.administrators

"were instructed to use the procedures and criteria they would normally.

Rl 1

apply to admissible prefreshmen aid candidates.
. - . ) - ,_
Pertinent,K academic and financial facts were provided for each
of the three cases. <The first case was intended to represent the

. __;!_'avei-'_aéé:- stud,ent', v'vh.o, socioeconémically and academically, would not be
considered especially a’vantaggq nor disadvantaged. Con;pared with the

other entering students,. his or -her ability and achievement were desc:iﬂléd,

.. . ~.
e

as average. The parents’ combined net income was given as $9,7,‘3C—J:"§nd'
“ . L s

ar

there were three dependent children. The parents” contribution was.

estimated at $700, the student’s contribution at $460, and the total

<

family contribution at $1,100. In the desci"iptioﬁs that follow, this

-

. student will.be described as average.

The second case was intended to represent a student who.was

-

"disadvantaged”™ both academically and socioeconomically. Compared
v(ith otheér entering szeshmer'u, ability and achievement-would place him
or her in the bottom 25’percent. The. parents’ combined net income was

gi\{en as $4,500 and there were three dependent children. The _parent‘S’

contribution was estimated at zero, the student’s contribution at $400,
. : _ .

R}

[TaN
)
. K\
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- - * . .
and the total family contribution at $400. 1In the following descriptions;

this student will be described as disadvantaged.

The final case pfesented a student who both academically and socio-

«

economically was considered "advantaged." Ability and achievement
~

would place hiim or her in the top 5 percent of the entering class as

compared with other students, and the parents’ combined income wvis

P ; ,
estimated at $12,000. There were three dependent children. The parents”

»

contribution 'sz estimated at $1,120, the s\tudent's contribution at

Botal fam:"Lly contribution at $1,520. This ‘student will be

8400, a?d the

described as advantaged in the following discussions.

LY

: ] ‘ )
Table 4.5 shows ,the need analyses that were reported by the insti-
tutions for these three student cases. ‘In all cases, the institutions
i ) L ¢ . . .
were instru@ted to use the budgets and procedures they applied to the
. s . T .

)
1972-73 acgdemic year.

The budgets sspor_ted were somewhat higher than-might have been
ekpeci:ed when compared with those reﬁ:ted’ by the College Scholarship

Sersvice for the 1972-73 academic year (Allén, J. B., and Suchar, E. Wes.

Student EXpenses at Postsecondary Institutions [Néw York: College

Entrance Examinations Board] 1973,-p- ix). The weighted averag®-budget
for all i:ullalic universitjes and four—ygar institutions,included in this
study was '$2,i&é, as'compared's\cn’éb the $1,984 reported by the. CSS as the
average resident budge.t .at these types of insvtitutions.. The weighted
average budget for the private universities and four-year institutions
in this s'tuc:ly was $3,434, as compare{;rith $3,279 reported by CSS forgy

resident students at these institutions. The private two-year insti-

tutions in this study reported an averége budget of $2,792 as compared

|
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TABLE 4.5 AVERAGE NEED ANAL‘QSIS, THREE SAMPLE CASES (1972-73 ACADEMIC YEAR BUDGET AND PROCEDURES)
[ .

—

i All | Universities Four-Year Two-Year
Institutions- Public Private  Public Private  Public Private
@ . :i N 4
T . -
Budget Do S,T03 0 $,191 §3,768 $2,047 . §3,213  $L,752  $2,792
L.ess Family \Contribupion _1,100 1,100 / 1,100 | 1,100 1,100 1,100 1,100
 Financtal Need $1,603 51,001 D66 S W B S 62 sLen.
D&‘isadvanta‘ged ' | v '
Budget . $2,687 §2,194 $3,7§3 $2,036  §3,276  $1,740  §2,767
Less Fai:fily C’ontributi.on - 400 400 . 400 400 400 | 400 . 400
Financial Need ’$2,28‘7 $‘l,794‘ $3,333 $1,634  $2,874 -$l,34.0 §2,’367
Advantaged | | ' , ‘
Budget $2;724 sz,;ob $3,779 2,044 §3,210  §1,818 2,811
Less Family Contribution _1,520 1,5201 1,520 1,520 _I.Sfé 1,520° '1,520‘
Finan‘cial Need ‘ $l,201; 'ﬁ’ § 680 $2,259 § 524 81,750  $ 298  $1,291
a} ' !
v { -

Full Tt Provided by ERIC.

ERIC
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with a CSS resident studentysbudget of $2,S39 for the g#fie institutional
type. The public two-year institutions in th%s study reported $1,752 as

comparéd with '$1,637 reported by the CSS for commuters at public two-year

institutions.

;

TABLE 4.6 BUDGET COMPARISONS, 1972-73 ACADEMIC YEAR

Public Universities and
Four—-Year Institutions

NDSL study weighted avefage . $2,146
CSS resident average ' ; 1,984
¥ CSS commuter average : ., 1,758

Private Universities and

+ Four-Year Institutionms . - Loy
NDSL study weighted average $3,424
CSS resident average . - ' 3,279.

."% . i . .
CSS commuter«averag{ " 2,743
Public Two-Year, -
Institutions * p

+* NDSL study average " , $1,752
CSS commuter averdge . ’ *1,637

Priﬁate Two~Year

.Institutions

NDSL study av?&age : s : $2,792

CSS resident average . s . ’ 2,539 ° “
. ‘ \ -

CSS commuter average . 2,088

DT o .-' v L -//(‘- | -
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As might be expected, almost every responding institution indicated

*

it would offer assistance to the "disadvantaged” student, bu¢ most also

e — k.

indicated they would offer assistance to the "average" and "adva&gaggaN'

The.smalles; per&edtage‘indicating aid offers to the advantaged student

was at the twoéyeai public institutions, where only sligﬁtl&amore than
. - .,/ /

. ¢ g
- ’

half would have offered any assistance; the next smallest pg&centage was

at the private two-year institutions.: The two-year public and private
institutions also h;d the sma;lést perééntages offering aid to the average
student, 87.3 percent and 91.8 percent, respectively. There was little
difference. in the ﬁércentaies pf institutiod5~reporting‘that they would
' offer some assistance Eo the disadvantaged student. Table &4.7 shoys the

percenfages of institutions that would have offered aid to the three

hypothetical students.

TABLE -4.7 'INSTITUTIONS OFFERING-ANY AID, 1972-73 ACADEMIC YEAR

Percent Offering Aid to:

‘Institutional Type Average Disadvaniaged 'Advantageé
' Case Case Case
‘Aii Ins?itutions S 94.1 97.4 o | 81.7
Uﬁivérsities
public | | %.8 - 98.7 85.2
Private . - 96.4 _ 95.5 - 96.5

Four-Year Institutions
.Public . -96.0 | 99.0 85.3
Private o 96.9 v7.1 9.5
Two-Year Institutions |
Public B 87.3 9.5 52.5

Private : 91.8 96.2 74.1

(|
(.
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Tables 4&8-6.10'show the ty;es of aid that Qoula have been offered to
the three different -types of students. The disaévantaged studeqt would
ha;e'had the highest probability of receiving grant assistance, with 97.3

- percent of all {nstitutions reporting they would of fer grants, and the
lowest probﬁbiliiy of receiving NDSL assistance (onlyi$3.6 peréent‘of
all institutions indicated they would offer this studént an NDSL). This

-_'giobably‘refleets institutional intentiog to-avoid‘offeting loans to

entering freshmen with marginal academic credentials, iﬁ order to minimize
the risks of entering disadvantaged students.

fhe average student had'the<lowest probability of -receiving grant™
agsi§téﬁce, with iny 57.8 percent.of all institutions indicating a grant
offer; 88.5 percent of the institutions reported an offer of NDSL ass}s-

tance. Slightly more than three-quarters of the institutions reported

.

th?y would offé; fhe average s;udent a job.

Th;.advantaged student would have been offefed an NDSL by 62.2
percent of all £nstitﬁtions, a -grant by 68.1 percent, and work by.51.9
percent. Tﬁe‘smallést percentpges.of inititutions offering the differenti
types of aid to the advantaged studentvwere at the two;year'%nstitutions{.

where, it should be femembered, financial need was lowest.
Only a Eew institutions would have offered loans from sources other
than Ehé NDSL fund*to-any~of these students. In most cases there was only
a slight difference‘betwe;n the percent of institutipné that would have
. offered NPSL and the peré:nt ihat would have offered any type of loan,
indicating that the ﬁDSL Pfogram was phg source to which most turned for
the loén portion of'the financial aid packagef (This would not include

~ the guaranteed loans available through sources ocutside the institutions,

which were not included as a part of the packaging responses.)

-
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TABLE 4.8  PERCENT OF INSTITUTIONS OFFERING DIFFERENT TYPES OF ASSISTANCE: ADVANTAGED STUDVVT

(1972 73 ACADEMIC YEAR)

* © ALl Universities Four~-Year ., Two-Year
Institutions : Public Private. Public. Private Public Private

Peréent That Would : s ‘
Offer Any Aid 81.7 , | 85.2 96.5 85.3  796.5 5215 74.1
0f Those That Would ‘
0ffer Aid, Percent '
Yffering
NDSL 62.2 59.5 67.5 ©  50.6 71.1 37.1 70.1
Any kind of loan 65.6 $'61.6 7443 50.6 73.6 41,1 74.4
Grant. 68.1 61.6 83.8 47.1 80.7 41.1 60.7
Work 51.9- . 28.4 63.4 62.6 34.1 65.8

—

40.2

v 4
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"ABLE 4.9 PERCENT OF INSTITUTIONS OFFERING' DIFFERENT
(1972-73 ACADEMIC YEAR)

L)

TYPES OF ASSISTANCE: AVERAGE STUDENT

. ‘ v
All 4 Universities Four~Year Two-Year
Institutions | Public Private Public  Private Public  Private

ercent That Would .

3 . '

£ Thoge That Would _

ffer Aid, Percent L §

ffering ‘
NDSL 83.% 88.4 93.7 71.6. 91.3 61.8 864.8
Any kind of loan  84.7 8844 94.8 78.6 93.2 61.8 89.0
f ‘ | L,
Grant 57.8 44.9 $74.9 - 38.8 77.6 297’ 62.1
ork 75:7 56.5 843 . 6.3 88.4 . 6.1 7.7
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TABLE 4.10 PERCENT OF INSTITUTIONS OFFERING DIFFERENT TYPES OF ASSISTANCE: DISADVANTAGER

STUDENT (1972-73 ACADEMIC YEAR)

—

—

‘

A1l - - Universities Four-Year ‘Two-Year
Institutions Public Private Public Private Public Private
- Percent That Would ‘ |
0f Those That Would
, Offer A1d, Percent .
. Offering ;oo
NDSL . 73.3 7.3 88. 723 87.5 39.8 84,9
Any kind of loan  73.6 74,1 89.9. 723 87.5 39.8 V5.5
Crant ST 9.7 9.4 99.0 991 - 96.9 9.5
Work ' 73.2 51.8 73.5 58.4 8L.3 79.9 . 76.3 .

TABLE 4.11 AVERAGE.LOAN OFFERS TO THREE THEORETICAL CASES: 1972-73 ACADEMIC YEAR

4

Universitie§:“

All = - " Four-Year - Two-Year
Institutions Public Private Public Private Public Privare
Average NDSL Of fer | 3 :
Average student $677 1§593 S869 . S4BT S781  §399  §707
Disadviniaged student 655 555 766 S04 . 131 376 752..’
Advantaged student - 606 1 6 W26 661 416 698
Total Loan Offer ’
. Average student 689’ 608, 892 487 793 402 709
Disadvantagedlstudent 664 560 173 511 146 383 764
Advaatayged stuant 617 495 751 457 653 395 691

Q




. . /-AZ- ) “., '

In addition to a lower frequeacy of inclusion of NDSLs in the package

of~£he diéadvancag;d scudéht, for those who would have been offered
lo#ns the mean amount was generally smaller than what would have been
given to the avérage student. At all institutions, the mean NDSL offer to
the disaﬁvancaged stu&ent~w0uld have been 56;5 as‘compargd'with $677 fé{‘
the average student. The advantaged studént would havé received an e?en
s;mller amountt $606‘on'the_average. Only éf tge four-year ppblicJand .
 two-year private institutions would the mean NDSL offers to the dis-. .
‘advantaged been larger th;n those to the ay;rage student.
The average offer of any kind‘qf loan to-th; three types of stydents
- would have been only Sligﬁtly larger than the«NDSL offer; indicating
that the ;nstitutioné were not adding significant amounts of borrowing-
from sources pther'than the NDSL Program to any of their péck&ges.

Pable 4.11 shows the mean amount of NDSL and total loans that would -

have been.offered by the different institutional types to the three kinds
of students. N
There were considerably larger variations in the mean amounts of
, .

grant assistance that would have been offered to all three kinds. of

students by the different types of“institutions than was evident in the
loan offers. The private institutions, with their substantially higher
mean Costs, apparently made up for that difference thr0ughrinclﬁsion of
significantl; higher grant offers. Where the-public university would Bave
AEfered the .average student a $427 grant, _the private universitf would
'have offéréd the same student $1,140; tbe public four-year_inst;tu:ions
~would have 6ffered $352 in grant q@é_ghe private four-year $873; and_the

public two-year would have offered $261 compared with $548 at the private

® .
two-year institutions.

an
(S
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The_disadvantéged student would have received even larger grant

3

amounts than the average student, with the difference between public and

private institutions remaining substantial. At the public universities,

the disadvantaged student would have received more than twice the amount

of grant assistance as the average student -- $1,045 compared with $2,054;

at the private universities, $2,054 compared with $1,140.° .
v : While the incidence of offers of granf assistance to the advan-

'.taged student was lower than for the average student, the amounts that

would have been of fered were not significantly different. At all insti-

tutions, the advantaged student offered a grant would have been offered

L4 o
=

slightly more than the average student, $760 compared with $740.

-

- ) Table 4.12 compares the mean amounts-of grant assistance institutions
. . _

Eeported they would offer the three kinds of students.

The average amount that would have .beern offeredoin term-time °

Ta

for each type of student at each

-

. employment was generally consistent

“-

- type'of institution: It appears that 1t éjéioymept aséistance_ﬁéfe

B

of fered as a part of the*package, it-would have be in an amounti&eIﬁted

Vf/-morﬁ=to the-Stqdenb's'Probable abfiity‘tB earn than to his- or heé&T¥ total

financial need. -The mean émﬁlo;ﬁéht offer for the average’ student at all

%nstitutions that iﬁzluded'employmept in the pa;ka” "Was $544, for-thé

disadvantaged student $564, and the 'orlédvantéged'$499.. The disédvan_
- . L. . - ¢ Co-

taged student was expected to earn the largégt amount through employment,’

-

and ‘it is'not likely that this:amougt would be a function of higher pay; -

. - : . . M2
rather, it appears that the disadvantaged wguld more likely have

4 -

" expected to_wqtk longer Houfs'to-make up the difference.

‘ s e . .

Table'4.13-p:gsénts‘the mean amounts of work that would ﬁax.”

. of fered as partfbf.th.hypotheeical financial aid packages.
- “ . “ /‘ = k - -
[ ] N = e - _ . B -
. . \/ ) . . q > )

.
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¥ TABLE 4.12 AVERAGE GRANT OFFERS
All Universities Four-Year .. Two-Year
Institutions Public  Private Public Private Public Private

S Disadvantagéd

Average Student ’ § 740 Ts 627 US040 §352 0§ 873 S 261§ 548

-
Student 1,291 1,045 2,054 897 1,647 T 714 1,093
!
‘Advantaged ) N
Student /f’—\\// 160 42 1,189 315 901 229 4217
‘TABLE 4.13 AVERAGE EMPLOYMENT OFFERS L
;o All Urlversities . Four-Year Two=" '
" Institutions ~ - Public  Private Public " Private , .Public |
— — ‘ —_——— -
Average Student § 544 § 517 vy A35 $525- §$519 $ 515 § 528
q - . _ N ‘ o
. ¢ , :
Bisadvantyged - . - D G | C -
Student 564 610 654 495 . 515 568 589
Aavantagedl ' : . ,
Student * 499 531 569 443 469 459 326
- R - —” ' —
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'fn the three sample cases varied according to their need, with the dis-

The total assistance Ehaﬁ would have been offered to the students

-

yadvantaged student being offered an average of $2,158 at all institutions,
the average student $1,423, and the advantaged student $1,182. The
hiéhest‘mean-offer, $3,197, would have be;n to the disadvantaged student
attending a private university. The lowest mean offer, $413, would have .
gone to the advantaged stu¢eh£ at alpublic two-year institution. o : <i

In general, the institutions did not report of fers. that wouyld have
LS - \. .

-~ met the total need of any of the students, although the advantaged student

'

came the closest. Across a institutions, the aid as percent of need was

r

98.2 percent for the advantaged, 94.3 pefcedt for the disadvantaged, -and

- 88.8 percent for thifavefagé student. Whif{ this gap as measured by
. ‘ . N .{ ) o '. ) .

) ’(\percentage points-may seem.éhall,»the actual dollar amounts were con-
. s e : ) ' - o ' T . SN g

. S S . ) ) s ‘ L
. ///;idéraple.‘_The largest absolute'dollar gap was for the average student,

. R ' o .- . . T ~
attending the private uniwversity, where aid offered was $434 less than
financial need. Por the disadvantaged student with no family resources

available for extra support, the gap between need.and offer ranged

1 ~ “
from $286 at the private two-year institutions to $42 at the public

universities.

~

In .some instances, the aid that'wgu}d have been offered exceeded the
. I . * .

need reported. -This 1is proBably due to the préctice of including work-—

study emplojmént'in the offer at a gross amount. before deductions. The

-aid. offers -anticipated that the required state and federal deductions from

- " »

incomqjﬁould'redutg3the effective income to the studén: to a level

~ within the peasured-fiﬂaqcial ne®d.
: \ : , :

s




portion of grant aid.

\
\

A ‘ -4 6=

Table 5‘14’5;;>3~th total aid that would have been offered, aid as a

percent of financial need, and remaining need gap for the three types of

students at the different institutions.

The following charts show the percentages of loans, grants, and

work that would have made up the total packages of the three types of

students at the institutions in the sample. Because.-the NDSL amount

-

represanteqihearly all assistance offered, it is not shown separately.
. r )

The disadvantaged student would have received the largest percentage of

: f
. grant assistance, the average student the least. The,package for the
. v -

average student was nearly balanced, with one-th{rd coming from each

sourée; thé package for the-~disadvantaged student was\heavily weighted

- .

. ’-' N v . .
with grant éiii)and that for the ad aged student included a significant”

~ ~

/

&
WV
v
. Average Student Financial .’
Aid Package at X11. . 4 C
) Institutions '
? - .

Dis’advaﬁtaged Student P
Financial Aid Package at

.All InstitGtions

Advantaged Student
Financial Aid Package at-

AME Institutions '

0,,)\



" TABLE 4.14- TOTAL AID OFFERED RELATED TO FINANCIAL NEED

, )

All Universities Four=Year

Institutions Public Private Public Private

Two=Year:
Public Private

7

Total Ald Offered

Average student $1,623  §1,05  §2,2% § 873

SLEE S 6 S8
Disadvantaged student 2,158 LS 3,197 LS 4003 L% 2,08
Advantaged student LI NS 19 511,502 G119
. Pe‘;r&'ent of Need Met iy [
merage student 880 %01 BT @ar sl 100 gLa |
j | Dis?dvan'tagedgltudent. | 94.3 9.7 "95.9 94.6 %6.1 ' ‘96.7 8.7.9.
CoMdvataged stdent | B2 10 80 1063 B8 U868
Unmet Need - o dj
Average stuent D A O I RS
?‘ Disadvantaged student | 129 b2 136 88‘ 171 Y 286
N : e . : ’ .
. Advantaged stﬁdent, K 2 . KO LI/ . '.33* U ,.115* | m
. T T - ]
*signs” indicate mean awards id excess of financial nee?d. - . " | /
AR > by

ERIC

Full Tt Provided by ERIC.

? L} /
g

)
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Table 4.15 shows the composifiou of the total baqkage at all types of

institutions. °*

Con%iderable differences existed among types of institutions in the
, A . '
composition of the hypothetical financial aid packages :that would have

been offered in 1972-73 to students from different social and economic

k- g
backgrounds. ,
] . *
b
, /
’ - Kl

- i

\

+ N

) - -
. "
w -
3 3
~
7
3 -
o <
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- TABLE 4,15 DIFFERENT TYPES OF FI&ANCIAL AID AS PERCENTACES OF TOTAL OFFER

All Universities " FoureYear ) Two-Year
Jlﬁtitutions Public Private Public Private Public Private

Average Student

sl L 9.1 8.7 o B9 3.0 %.8 43S
ALL loans 40 S0 g 83 W4 w1 el
Ceants 00 0 BDBI L6 %D 1L T

" ok 90 09 39 05 WS SLe 9.6
Disadvan;aged Studgnf | | ' o !
wsL o s My w5 Py we wa
ALL loans wl B Wl B Wl s
— ; 8283 63 4604 5B 4L

Work C19. B0 150 8.7 15.5 5.0 2.6

Advantaged Student

© st | \ 9 B %0 SR W KRR

Al loans - W3 ma a5 owe o ows 159

~ Crants - BE WD R0 %6 W4 me 1

ok R R TR Y BT RSP R
< ,




CHAPTER 5
INSTITUTIONAL PERCEPTIONS OF PROBLEMS

IN THE AWARD OF NDSL FUNDS -

Onelmethod of assessing the impact and effectiveness of the admin-
1sﬁration of the Natiénhl Direct Student Loan Program is Fq review the
problems perceivéd by those responsible for iflecting the recifients. It
is<genetally agreed that suyccess in collection is partially depen&ent on

the way in which Ene loan was originally granted. If the financial aid

administrators responsible for selection of recipients are not adble to
* complete that process in an orderly, efficient, and businesslike manner,

{ .
the ultimate ability of the institution to collect the loans may suffer.

!

The”ngstionnaire administered to the institutional representa
tives of the NDSL Program -- generally the financial aid officer at
each participating institution -- asked that they indicate thé_degfee

of difficulty their institutions experienced with the following admin-

istrative aspects of the program:

a. assessing the need of studensse dependent on their parents

b. determining which students were financially independent
of their parents

.\.

c. determining sﬁudents":ligibility for NDSLs

d. identif\ying transfer -applicants who had had NDSLs at other
institutYons

e. raising the institution’s share of the NDSL fund }
f. obtaining loyalty oaths from borrowers

g- preparing NDSL operations reports
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r

~ h. executing promissory notes .

) . /\ |
1. determining when the student unrést provision was applicable -,

j. timely notiftication to recipients about their awards

k. finding time to conduct necessary interviews with aid
applicants

1. finding time to review applicants’ financial needs

Me answering‘correspOndence from aid applicants in a timely

fashion .
- +/

. ™
n. adequaty of the NDSL administrative cost allowance

The responses were ih Eh;ee categories: consiéerable difficulfy,
some Jifficulty, and lit;le or no difficulty. Analysis of the responses
indicated;thaf, in genefal, certain;problems yére commonly believed to
be of at least somevdifficulty to all the administrators. Variation in

;pefception was more a function of the kind of problem than the type of
institution, although some institutional éifferences did exist.
'/

Problems in Selecting NDSL Récipients

The administrative aspect of the program considered to be the most
difficult for all was the determination df which students were financially

independent of their parents. More than three—quarters of the respondents

reported experiencing at least some difficulty in this area, and nearly

- A

two out of ten reported tonsiderable difficulty. AdministratoEE\iia:he
public institutions of all types, which typically serve older student
. populations, generally reported more difficulty in making this dete

minatfon than did their colleagues at the private institutions. Table i,i'.”

shows the distribution of reSpoﬁses to this item.

L]

Vo

o
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TABLE 5.1 DIFFICULTY IN DETERMINING FINANCIAL iNDﬂgENDHNCE

FROM PARENTS
Level of Difficulty Reported
- . ‘ Little
' . e - or
Inst{tutional Type-: Considerablc Some None "Ng Response
All Institutions 19.8x 55.3%2 -24.5% 4
Universities ’
Public 19.7 S7.4  22.9 -
Private , : 18.2 48.0 32.8 1.0.
Four-Year Institutions
Public . 24.5 57.8 17.7 -
Private - 20. 4 57.7 21.7 .
Two=Year Insﬁitbtions
Public 18.8 58.6 22.2 .3
Private 19.6 45.6 33.5 1.3

A

-

The next wmost difficult administrativg problem was finding the
time to'conduct the necessary'intérvi;ws with aid applicants. This
is potentially a ii:iggg/prbblem for the NDSL Program, for if financial
aid administrators cannot hold interviews with applicants, they may
not be aﬁie to maké the individpal judgments appropriate.to the sensitive
administration of the profram and will be unable to impress upon
applicants the responsibilities and obligations of ioan repafdent. Thi;
interviéwing difficulty may be reflected in 1972-73 delinquency rateé.

x

ELE



About smeven @Ut of ten reapondents had considerable or some ditf-
flculty in {semding time to conduct the necessary {ntervicws. Again, the

difficult ten™rlre perceived to be greater at the public fnst{tutions than

at the private {nstitutions (where, as shown in Chapter 3, administrators

wcnc.moré likely tofperceive the leveld of profennional {administrative)

staff as adequate). Table 5.2 shows the responses to this {tem.

”

L1

TABLE S.2U‘DIFFICULTY IN FINDING TIME TO CONDUCT NECESSARY
INTERVIEWS WITH AID APPLICANTS
\ )
Level of Difficulty Reported.

’ - Little
- ' or
Institutional Type Considerable Some None No Response
All Institutions 19.2% 50.7% 29.4% .7
Universities .
Public 28.3 49.8 21.5 A
Private 17.2 53.5 28.3 1.0

Four-Year Institutions

Public 28.4 S3.9 ;7.7 -

Private . 1.8 5C.0 34.7 ol

Two=Year Institutions

Public 20.7 53.7 24.7 .9 .
Private : 12.0 T 4L2.4 34.3 .3

-y .

: . .



Problems §n Off{ce Adminimtration

More than half the inntttutiofs reported at least nome diz{iJultf N
{n grcpntiﬁg the NDSL operations raports. Atpng all {nutitutions, l;
pcrccnf indicated they had consideradble dit!tculiy and 44.3 pgrcrn:'had
some difficulty. There was no nignificant.digfcrcncc anon, inutitutions

in the difficulty expericenced in preparing operations reports.

TABLE 5.3 DIFFICULTY IN PREPARING NDSL OPERATIONS REPORTS

Y

Level of Difficulgy Reported

v ' \ o -Litetle o,
A or
Institutional Type Consi{derable Some None Yo Responsce
All Institutions 11.0% $4.3%0 43.2% 1.6%
Universities
Public 12.1 45.7 «l.7 .5
Private 11.1 45.0  41.9 2.0
Four-Year Institutions
Public 12.8 37.3 49.0 1.9
. . ‘
Private 9.1 46.5 43.4 1.1
' &
Two-Year Institutions
Public 12.7 L4.4 4l.1 1.8
iG.1 35.2 . 46.8 3.8 T
&

Private

Another administrative difficulty that troubled many respondents

*
was finding time to answer correspondence from aid applicants in a

63 | :
7 -
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":timgly fashioh;'43,7ipércenﬁ indicated at least some difficulty, and 1£:§*_
._peféentiindicated co@sidérable difficulty. 1In both thé,public anduﬁhé-'

priﬁaté'éectors, univer%iyies.reﬁoftqd mbfé difficulty than did four-

: e . 5 S0
'year institutions, and (four-year institutions reported more difficalty

-

than did two-year institutioms. This is pgrhaps a refflection of the

- -

size of the-institutions and the volumes of correspandence generated

by larger applicant pools.

P

P

TABLE 5.4 DIFFICULTY IN ANSWERING CORRESPONDENCE FROM AID
APPLICANTS IN A TIMELY FASHION

rFa o Level of Difficulty Reported
v Little
. . - or
- Institutional Type " Considerable Some None No Respomse
* - Co ’ . . * : . ‘
All Institutions ' - 11.2% 43.7% 44.2% 9% ,
] . - ' R » - * - ’ . . -
Universities - ‘
Public 18.4  51.6 © 30.0 -
Private . 18.2 444 36.4 . 1.0
) 5 - L. . )
Four-Year InStifﬁtions( - : . ’
" public ~ 12.8 54,97 32.3 —
. Private T 9.1 - C 43.6  46.F - .6
Q B - Y .- N . E

Two~Year Institutions

Public 9. " 40.7- 48.8 1.5

A Y

Private - 1.9 31:0  65.2 1.9

Pt s
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Finding time to reView applicants”’ financial need was of some oOr

« J

considerable difficulty to 53 2 percent of the respondents. Within each

L wa A

institutional type, the. private institutions reported less difficulty

than did the comparable public institutions. .Two-year private insti-

. S

-~

tutions had the least diffiéulty; four-year public institutions had the .
gr*st. These differences could also ‘be a function of the perception of

the adequacy of the professional staff size, which was higher at the.

private institutions,- This problem should be of concern to progtam
< , . : : ok £
administrators, for failure to conduct adequate need analysis may result

in the over-award of funds to students.

TABLE 5.5 DIFFICULTY IN FINDING TIME TO REVIEW APPLICANTS
FINANCIAL NEED ,

Level of Difficulty Reported

- _ Little s
' st ' R or . .
Institutional Type ‘Considerable Some 'None No Response
) e : o B
All Instit.utions ‘V -{ 9-5% - ‘4307% 45- 92. : ’ ng
" .Bniversities | e .
e e - - . I ) . o
Public - 45.7 = 37.2 -
Private o 47.0  45.0 ° .9 ”
. ) - e f . - .
?our—Yéar Institutions T .
- P Lt . -. , ) . i 3
_Public © .. - 10.8 60.8  28.4. ——F v
| Privatée 6.6 40.7  -52.0 v 7
Two—Year Institutions'
Public - | o 12.7 41.1  44.8 1.5-

Private - - 3.2 39.9  55.1 1.9




-58- T T e
Les

Siightly more than half thé.res§Ondents indicétgn'thgy-had at least i.
some difficulty in provi&ing timély notificétionsto.tne'retinientt of-
awards. Somé i4.8 percent réported gonsiderénle:difficulty'an§_36~l;
percent, some difficulty-' Again, the'privaté'institutidns typicallyv
perceived less difficuity than did the public institutions.

In interpreting these responses, it must be kept in mind that in -

some years the federal notification of NDSL fund allocations have arrived

at the institutions later than was desirable. The difficulty repnfted
) . , : . ~ . : o .

by the institutions might have been a function of the timing of the noti-
fication they received rather than of their inability to make their awards
and forward notification to ‘recipients on a desiranle.time schedule.

- . -

-

. TABLE 5.6 DIFFICULTY IN PROVIDING TIMELYVNOTIFICATION TO
RECIPIENTS ABOUT AWARDS .

Level of Difficulty Reported

.fr“i-_ S e Little

. . N . - N . or

’!nstitutiqnal Type. Considerable Some None - No Response

: - . . ‘ : N

All Institutions- 14.8% 36.1%  48.2% 9% o

Universities - - ; R
Public S 22.9 . 448 323 s ot
Private . -15.2 " 36.9 46.5 1.5 7

Four-Year Institutions

Public BE U A 480 363 - 1.0
Private i; | :. o 17.3 29.9 52;5 L ;
'Iwbéygér;institutions- . _." °
Public’ - " B.s 39.2  51.227 .9 L -
 Private ' - 8.9 - 26.6 62.7 © 1.9
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AS seen in Table 5Q7,'.the problem of_identifying-transfer applicants
_ . : i : _ ) .

. " who had had NDSLs.at other institutions was of some,ot cousiderabler
- ’ - ) . .

» 4

.difficulty to just under half the'resPOndents (a8.1-percent). Fbur—feat

puBlic institutions ‘had the greatest difficulty with this problem, 55.9

" percent reported ‘Some Or cousidetable_diﬁfizzlty. As would be expected

‘two-~year institutiOns had .the least difficulty; very few of their students

[} - . 5

~wou1d have attended other institutions previously. i . -
T v i, o » . . . .
N &

TABLh 5 7 DIFFICULTY IN IDENTIFYING TRANSFER APPLICANTS WHO
HAD NDSLS AT OTHER IN%F&TUTIONS

~

T h ‘_ L Level of D1ff1Cu1ty Reported
o : Little ‘
o T s . ‘ . or
In;titutioualiType ?:_ .. Considerable Some . None No Response
LALL Indeitutions . © ¢ 7e6%: . 40.5% SL.5%. .8
.vﬁnivefsities
_P:ine - . o 4.9 '_ 43.1  +52.0 . ==
'Private .- ‘ e 9.1 . bh.4 46.5.- —
vFour—Year Institutions " - )
i PubIlc o . 10.8 45.1 441 -
Private . B ;‘; - 6.2 45.1  48.0 .7

.Two~Year Institutions
Public & - : 8.3 37.0 53.7 -9

Private | 9.5 2.8  63.9 3.8




Other Administrative Problems . _ | X | X —

-

Table 5.8 showsb.t'ha.t few institutions repor_ted significant dif-

, ficulties with the other adbinistrative a'spects of the NDSL Rrogram -
- covered by the questionnaire: "

- .-
)

‘——,onl>; sligh‘t“l'y more ‘than _a'quar-te:_(zz.} percent) .reported any

»

o,

difficulty in raising the institution’s share of the NDSL
. fund. Two-year public and private and féur—year public insti-

tutions reported the greatest difficulty.
) N . ) . .- .

— fewer than one-obut of five (19.5 percent) of the in_stiEutions‘

re'port‘.ed: ady difficul®y in determining the financial need of ~
._stqde_‘r_lts‘i‘iiepeﬁd-entl,On the.ir'-.parent's'.‘ _'i‘t#o-—yéar p"ri"va'te'- instj.;
tutions reported the greatest diff'icuth

" == only 1l.4 per'cent I:Deported any difficulty in obtaining re-
' qu‘ireci 1oyali’y_ oaths from bo‘rrowe‘rs’f' Private ‘universities had

slightly more difficulty than other types of institutions.

-
-~ - -

- 14.6 percent indicated some or considerable difficulty in

executing/.,_’the promissory notes. While there was little dif-
» g - - ' ‘ ’
ference among types of institutions, the private universities

4

reported the highest level of difficully.

~- few institutions had difficulty in determining NDSL eligibility;

" only 13.7 percent reported problems in- this’ area.  Private

;__wo-'year_'in'stitutipns reported the greatest level of difficulty..

! - h: l‘- R ' . , ' o . . ‘ : ' ‘ ] ‘ : . . -‘
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TABLE 5.8 DIFFECULTY WITH OTHER ADMINISTRATIVE ASPECTS OF THE NDSL PROGRAM

L4 - e T - . 3. - - . C. * T . . .
L . ., . Level of Difficulty Reported
. : .' ', . Conéiderablé " Some - LiEtlg'ot‘NSBe_ No.Respog§ef
. _Ratsing. Institution’s Share , - : , S '
" of NDSL- Fand _ o e RSP ) -
All Instltutlons ¥ _ . G 7.5z‘? 19.8z;'[ ' 72.0§.j" .8%
] ) . ' . : . .- v - . . . . . . ' . - - ‘
" Universitites . - . ' oL . W *
_ Public . b 0 5.8 . 17.57 [ 76.7. : -_—
- Private |, = .. - .- 5.1 7 1l4.1 79.8 1.0
. ‘ N . - . —'_ . “‘ ‘_: . - R »
Four-Year Institutions . A v ‘ LI - -
Public. - . ™ S~ . ‘7.8 27.5 €3.7 . 1.0
Private - s 9.3 17.7 : Zf}h. .9
. - :
Two-Year Institutions v ' o o . ' :
Public . - X . s - - \-_ - -6-’8"_ - 23-5 69:4 -3
Private ! T : - 8-9 - 2304 6,508 109
Assessing Need of Students L
Dependent on Their Parents ° ) -7 -
) i . - - - ,
All Institutions ’ . 2.5% 17.0% - 80.1% l4%
. . " ’; » ' .
Universities ) - -
Public - 2.2 13.0 84.8 ——
Private, ‘ 2.0 17.7 79.8 2.5
Four~Yedr Institutions . ) .
Public 4.9 15.7 79.4 -
Priyate . 1.8 16.6 8l1.2 . A
Two-Year Institutions e %
Public 2.5 15.4 81.8 -3
Private 3.8 27.2 67.7 1.3
Obtalnlng Loyalty Oaths
from Borrowers
" "All Institutions . .9% 10.5%  81.2% 7.4%
Universities . A - : : ,
Public -5 - 10.8 - 80.3 . 8.5
Private 240 13.6 ° 76:3° - t8.1
. Four—Yeér‘In§t;tutibns.. o - : : L '
*Public ’ : 2.9 9.8 82.4
Private ' ’ . el . 120270 82.3
E
Two-Year Institutions , . T
~ Public ) : -6 - 7.7 82.6
) 1.3 7.6 81.6

EKC’rivate E I o . ) .',

T L /R
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. . * N ToTe - , / .
'\E_‘ ' oL   % L . TABLE 588, Continued o _ - -
o Lt e . Level of Difficulty Reported -
’ - R U — - 5 - R
: : o L -~ ..~ Considerable Some Little or None No“Response
Executing Promissory Notes o S : .
" All Imstitutions® . " 1.0% ° 13.5% 83.92
Universitites' :“ ‘ ST s - S
- Public . o W4 . l4.&. 85:2 - -
 Private | 4 A - 1.0 14.7 - 782.3 .
Four-Year Insti&utiops - . .
Public . o t —— 13.7 . 8503 {1-0
-Private - » : .7 14.2 83.0 ° p202
Two-Year Institutions - F'gy R 7 »'l . - .. - . .
Public . ‘ . 2.2 12.7 83.3 1.9
. Private , .6 11.4 86.7 1.3
=~ N
Deternmining Students” .-
Eligibility for NDSLs ' ?
All Institutions . .5% 13.3% '85.9% .5%
Uhiversities o ‘ ’ .
Public . " - 9.0 90.6 .5
Private . - |- 12.1 8‘.4 5
Four~Year Institutions . - :‘
Public 1.0 12.8 w.86.3 —_—
Private A 10.6 88.5 A
Two-Year Institutions/ _
Public ) v S—. i . 09 1501 8306 03_.‘
Private - \. . .6 2[‘01 7[001 " 103
Determining When*Student { o -
‘Unrest Provision Applicable : o -
.. e . .' . - . by . )
All Iqstitqt}ons ‘ . 5 4 8.7% " 87.2% 2.1%
Uﬁivérsitiés}‘- . .f’ .
Public o ) 4.0 12.6 - 82.5 .
Private T 4.6 ' 10.6 82.3 2.5
Four-Year Institutions o < =; - - . -
Public : e - 2.9 . 8.8 +87.3 ) 1.0
. Private e e . e, 7.7 90.3 4 1.6
Two-Year InstitutiOns R O : S o
'\) Fublic ‘ , ; 1.2 $3 90.7 1.2
o 1.9 7.6 8305 7.0
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==.9.8 percent of the institutions had any trouble determining -
uhen[che studsnt unrest provisions were applicable. .Uni-

Ve{ﬁitfé;, bbth.public*and'privat;, reported the greatest :ﬁ'
difficulty. e o~

“ \

]
- . - .

Tbe_perceived adequacy of institutional NDSL allotments is also an

area that did ahd;doéS'pose ;ome édminiéfraﬁivg*ﬁrobiems. Overall,
slightly more than half of che,,in_s;ituciqné_‘péi'ié& felt the FY 1973 NDSL
quding level was adequate or more than adéqu&te ksee Table 5.9). Privéte
. . universities believed they were relatively worse off; and pub;ic two-year.

institutions were most likely to perceive their funding levels as adequate

or more than adequate.

Administrative Cost Allowance .

-

-The NDSL Program contains a provision that permits institutions

to draw up to 4 percent of the NDSL fund advanced during the gward

period to cover administrative expenses. The ETS questionnaife for

financial aid administrators contained three items désigned to assess

~

their perceptions of the administrative Eo$t allowance. First, they

were asked what percentage of their-total NDSL administrative costs

were covered by the allowance. interestingly énough, almost 7 percent of .

the respondents reported they did not use the allobancé’option. Only

about one-third said the allowance covered half or more of the actual

adninistrative costs (see Table 5.10).

When asked if the NDSL administrative cost allowance should be

increased, about 71 percent of the respondents said yes. Administra-

-

. tors at public two-%year institutiqns were somewhat less likely than
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TABLE 5.9 WERE-THE FUNDS FOR NDSL AT YOUR sINSTITUTION FOR FISCAL
1973 ADEQUATE, MORE THAN ADEQUATE, OR LESS THAN ADEQUATE

FOR YOUR NEEDS?

C-.

'Y

. - : More Than Less Than
Institutional Type . Adeghate Adequate - Adequate No Response
. . 3 ——
All Insagcutions¥.. 43.2% 9.8% 46.2% .8
Univerégties - )
. Public | 45.7 4.0 49.8 s
. . 1 - :
Private . 39.4 . 54.0 g.o
- . - L. . o S - ‘d . _' M
 Four-Year Institutions s ¥ :
Public- - 44.1 . 47.1 -
Private 42.3 . 50.0 .9
. Two-Year Institutioms -,
“Public 1 46.3 17.9 35.2 -
Private 40.5 13.3 44.9 1.3
a L3
X
TABLE 5.10 APPROXIMATELY WHAT PERCENT OF YQOUR INSTETUTION’S TOTAL
ANNUAL NDSL ADMINISTRATIVE COSTS ARE, COVERED BY THE
ADMINISTRATIVE ALLOWANCE THE GOVERNMENT PERMITS YOU
/ . TO WITHDRAW FROM THE NDSL FUND?
~

Percent of Administrative- Costs

Percent of

Covered by Allowance Institutions
None; dq\qpt use/qptipn . o : o e e e e e e, 6,9 .
* 1-10 y.o L] L] L] - L] L] L . L] ] . L . L] L] .. . L] . L 023054 )
11 - 20 - . - . . . L] . . - . - . - . . . . . . . . 9.2 o
' ) 21 - 30 A . . . . o o . . ._0. - . .. o: e o o, . e o -~’l_302 .
31 - 46 s e e /o e o o e o e o .-; e e o o o e o e o 7-? ‘T .
41 - 50 . o . . o! e o e o e e -.‘- « ¢ e . . e o e o 14.4" ) -
51 - 75 e . . - - . . . . L) . . . . . . e T® . - . . 11-3
3
76 - 100 e e o o o s o e s e o e o o o o o e o o o o 6.l
OVEr 100 « = « o = o o+ 4 e e e e e e e e e e e . B T
. AN N - H
ray
7
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those at other typeé of imstitutiods to feel the allowance should be

increased; administrators at private'insti£utions were most in favor

v

of an increase. L ' ) _
N : : ‘ "_ .‘ . . . i .
- " TABLE 5.11 IN YOUR OPINION, SHOULD THE NDSL ADMINISTRASIVE »
- o ALLOWANCE BE INCREASED? ’ o . 4
— ‘ -
1 N : . . Hard
A % Loy »
Institutional Type . Yes - No Say No Response
7 A . ' ‘ . -
All Institutions 70.7% 8.0 16.9% 4.42
c - Universities
Public 77.7 6.3 12.2 3.8
, RN .
Private , 78.2 5.3  14.1 2.4
' >
Four-Year Institutions
Public " 63.0  11.1  25.0 .9
Private ) ¥ 72.0 6.7 18.4 2.9 _
Two-Year Institutions o L .
& ' _ . .
Private . .7 - 66.7 12.0 10.7 10.7° 0+

N ) -
To géiﬁ-furtﬁgf‘insight into the administrative'cost allqwance
- question, ‘adpinistrators were asked what percentage of the NDSL fund
; - . L :

they, -thought they shquld be able to use to‘coﬁ" administrative expenses. -

More than one-quarter had no opinion on the matter. /mong those with

2 *

opinions, near1y all felt the Xllowance should be increased.

- t

~

(,-'a
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TABLE -5.12 WHAT SHOULD THE NDSL ADMINISTRATIVE ALLOWANCE BE?

S —

. Percent of NDSL Fund Institutioms ShoulJ Be Able to

Use to Cover Administrative Expenses .. R
- : _ . : : : , Over No
Institutional Type = 4% 5% 6% 72 8% 9%. 10% 10% Responsé
All Institutionms 2.4%7 20.4% 15.9% 5.0% 4.6% 1.5%7 17.5% 6.1%°. 26.6%
D : . / - . . ' . . . ' T . = .
Universities T B S * -
Public c 2-5 2506 16-0 _-5{[‘._“ 6-7 1-7 110-3 8-0 : 19-8 “
Private 3.4 18.9 16.5 6.8 5.8 1.9 2l.4 5.3 "19.9
. e ' _ : . e . e
. . hd s .

qur;fe r.
Institutions ‘ :
15.7 L 13.9

Publit © 2.8 3.7 7.4 1.9 14.8 8.3  31.5
Private 1.6 20.8 18.6 5.7 3.3 2.0 16.3 5.1 26.5
iTwo-Year
Institutions . -
PubliC ) s 2-3 17-5 1.2-6 3-9 3-6 -7 18-8 7-1 33-7
Private 3.1 22.0 15.1 3.9 3.8 -6 19.5 3.1 29.6
- 18
.
#
- ) pay ~
. » LAV




CHAPTER 6

- ] . THE EXIT INTERVIEW

v

«

At the time the study was undertaken, institutions were strongly
e »
enc0uraged to conduct exitc’ interviews with NDSL borrowers, to explain

the exact amounts of-the notes, to select and record: repayment plans, to
st,,ress tha importance of repayment, and to collect tracking data that

. : B
- -
-w0u1d enable tsem ‘to maintain contact with the borrowers during the

1. - - K . ’ 7z
. _repaymgnt pe_riod-._ Tee R ..." BN PYe

Exit Interviews with Graduates and. Dropg_g_i v J Coe

\; Fiscal officers we,re‘“asked if. theit institutions conducted exit
- oS 1 .

Y

-

interviews in 1972 73 with graduating ‘WDSL borrWers. In response, -

- - \ -
86.2 perc‘ent said exit intervie were conducted in'al_znost all cases,

and 8-6 percent said’ interviews were held in sornecases (see Table 6.1).

It is noteworthy that two year institut.ions were much less likely than
IX'! )'- -

all other types o} instit_utions to conduct- exit interylews. IR

- . - ' . °
A parallel item ‘was l:ln'clude_d'_ in the fiscal ofﬁicers questionnaire.

- "2

to ’eianiine whether exit interviews were held’ with borrowers -who drgopped

aur of school. As é'\en in Table 6. 2 less than 60 percent of tlre~

Al

;institutions held exit- loan interviews for substantlally all dropouts,.,

L 4

r'efl.ecting perhaps the greater difficulty in identifying drapouts _in-
advance and scheduling- the interv'i’ews‘;,'. 2o %:J o S

»™ ’ . -

lsybsequent to the study, the U.S. Office of Education devel_dp_ed

regulations ?ertaining to due diligence that require exit interviews.
: : = U |
| z Z. '

« 5t

PR

T
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TABLE 6.1 EXIT INTERVIEWS CONDUCTED WITH GRADUATING,NDSLiBORRbWERSi

Does Your Institution Conduct Exit Interv1ews
with Graduating NDSL Borrowers?

y X

- - Yes, in Substéntially Yes, in No
Institutional Type Ratd " All Cases ' Some Cases No  Regponse
All Institutions 86.2% 8.62 & 2.4%  2.8%
Universities (

Public , ' . ‘/~ 87-4 ll- -4‘ -[0
Privaté ) & 88.4 7.3 2.4 1.9
. Four-~Year Insti;#é}ons
‘Public | 94.4 3.7 -~ 1.9
Private 92.0 4e7 1.6 1.
Two-Year Institutions
Public 78.3 . 13.6 3.9 4.2
Private 73.6 10.1 . G.4
L TABLE 6. 2. EXIT INIERVIEWS CONDUCTED WITH NDSL BORROWERS WHO

DROPPED GUT'OF -S€HOOL- BEFORE - COMPLLTI\G THLIR STUDIES

Does Your. IﬂStltuﬂlOﬂ Conduct Exit
IntervzeWS with Dropouts?

) . : - Yes, in Yes, in Not
.Institutional Type Most Cases - Some Cases lNo Reported
. 7
LN . 4 - Y
All Institutions 58.5% 31.6% 4.97% 4.97%
. Universities - -
. .-PubIic’ »_ T re2y2 345 2.9 A
Private " 58.7 30.1 c6.8 A4 v
four-Year“nstltutions_ N » - ) Vi
. .+ Bublic ./ ' 52.8 % 38.9 6.4 1.9
“Private 62.7 ,.28.0 - 5.9 3.5
: L e - N L
. Two-Year Institutions ‘ , ' \ -
Public +' 53,1 36.0 3.6 7.4 )
Private - 54.7 27.7 3.1 14.5
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‘How Interviews Are Cogducted and What Thev Cover

.

Institutions have the option of conducting.exi: interviews with

‘l' students individually or in group sessions. AbOut 76.percent of the
- . . - . N

respondent institutions conducted individual interviews, while about 17

percent held group interviews (see Table 6.3). Perhaps due to their

- 2

larger numbers of borrowers, publié universities and fOur-year schools

i

were somewhat more likely than their’pfiVate counterparts to hold group

exit intervtews.

-

~TABLE 6.3 HOW EXIT INTERVIEWS CONDUETED

-

In Group Exit Interviews No -
Institutional Type IndiVidgally Sessions Not Conducted Response
All Institutions 76.2% 17.2% .5% 6.1%
_ Universities | ‘
.. - Public “ 71.0 28.2 -= -8
Private ) ‘v75.7 . 17.5 }.Q'_ 5.8
o “ . |
Four-Year Institutions
. T Public 70.4 24.1 -- 5.6
i -/"Pri\.;a‘ce ] 7547 18.4 Cu4 5.5
] v .
c Tut;l—Y_ear. Institutions )
" Public ~ C84.1 7.4 1.0 7.&
PO E’.ri.&;.a;e' 74.8 10.7 - 14.5
. PN - L~

When askgd if the repaymgnt schedule was discussed with,tbe'bbr;ower

* + “during the exit interview, somewhat more than 9D percent of the respon-
A , . e R K - . - . - .

/// dénts'said:"yés, in most cases" (see Table 6.4).!

N\

. ERIC*

FullToxt Provided by ERI

' Of, some significance .
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1s the finding that one in--twenty institutions either did ,po't:res'pond to

»
the quescion or said no, suggescing that perhaps as many as 5 percenc of

che reSpondent inscicutions did not (:onducc exic 1nterviews (also see
'y ¥ .
‘l‘a_ble 6.3). Two-year 1nsc1tucions were less 1ike1y than ochers to discuss

-

repayment schedules with *bcrrowers during exit.int.ervi'ews.

¢
' ' v

+
TABLE 6 4 REPAYMENT SCHEDULE DISCUSSED WITH BORROWER DURING E)C[T
INTERVIEW" : .
" S ' - Repayment Schedule Discussed?
. e " Yes, in Yes, in - ~ No . |
. Institutional Type - ) Most Cases Some Cases . No  Response . -
All Institutions ¢ - .  90:6% - 3.0% 1.7%  4.8% )
* "-,Unive"rsi‘c ies ._ oL ‘J\ ) h - .
‘Public © - . 96.2. - .25 - 1.3
. . " . ‘ - . I ‘ . - J _- . ’ .
Ptivate - 9l.2 .. 1.9 2.4 3.9 -

-

e yr~¥ear Institutions 2 o ) ' ' . . ,' -
: .- Publide . . 193.5. 3.7 .9 . cl.9
N .- ‘ . i’ate. » . ) -. ST ~ ) : .._- 3'3,- 1-0 . 3-5 l‘!a
. o . » g . - . : - . -\ . ) r-/é i

- Twe-Year Instisucions . _
. m.Pé%iicfa-:' . _rj_ 86.7 . * 3.2 B 2;9, 7

] Prigace;'_ I [ 2.5 . 1.3° 4.5 ‘
' ’ LT Fiscal &cers were asked so assess chei effect1veness of the - i
Ny . o, L - -

'5 ca exit inCerview in terms of whether students seemtd to gain from .11: a

o ’ ) ‘itvborc_)-ug.h' unq_erstana'ing 'of--t-heir_Jre'paymesq ob Wgacions:' As" s;en in ’rable

. . - . R - .- Y . _ . L . . . _\. .

e A A S o \

oo
W)
-
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6.5, seven out of ten fiscal officers responded that most. bortov

-

left the interview with a- thorough understanding of their repaym

.

>

to ‘gather tracking information tojjfermit the institution to iocate the
~ - - "- > )

borrower during tﬁe-repayment'neriod.;‘A Curi"ousl.y, only 28 pe"rcen',t' ‘of the

obligations, about 21 percent said a thorough understanding was evident
some .cges. . | )
TABLE 6.5 HAS IT BEEN YOUR EXPERIENCB THAT NDSL BORROWERS
- - . 'GAIN A THOROUGH UNDPERSTANDING OF THEIR REPAYMENT
't . .. _ OBLIGATIONS FROM THE EXIT INTERVIEW?
- " Yes, in- ‘{es', in : No
- Institutional Type : Most Cases Some Cases No Response
'All Tastitutions  69.9% 20.9%  4.1%  5.1%
Universities .
" “Public 74.8  © 22.3 . 2.5, .4
% o L ' ‘ -
) Pr.ivate h . L 7707 t T '1505 209 3-9 ; 6
' Four-Yea'r_ Institutions ’
. " Public % : o 71.3° - -y
Private . - oL 716 e )
| g T | R
Two-Year Institutions =~ . =~ ? S
. Public 2 " _ . 63.4 . . 252& 5.5, .4z e
. '_u. o C ) - i . N L e N N -
Private = ¢ - ' 60.4 - { 2’6 3.1 15.7
) 4 : —
o e ‘ SR v Tre .
As noted earlier, one of the ma®n purposes _o% the. exit interview is ’
. - ) . . . : - ’l_' St ¥

- N - ot > T : .. - ~
responding institutions.used the.interview for this purpose (see Table .
MR - . - . - . v .
‘- - . e . & ) 'N.‘ - -



-72=

6.6), suggesting ‘that the information is gathered ﬂthrouéh s»some other means

+

" (such as the loan appliéatipﬁ'.a ._'. o ' - ‘e .

-
’

- - - ’ - ! - . . -

TABLE 6.6 EXIT INTERVIEW USED Y0 GATHER TRA,CKING INFORMATION FROM
TERMINAL NDSL BORROWERS BEFORE, THEY LEAVE THE INSTITU’I‘ION"

Institutional_ Type CL 'Y'e.s B ~ No No Resp_onse
All Institutions .7 T 28.0z  65.1% 6.9%
quversities ‘ : . : ‘ . T
Public . . . oo -980 3 - 107
Private . o ' 28.6. 65.5 - 5.8
'Four—Year Inst itations
- T 5 . . . : .
Public ’ N 2.6 . 536 1.9

private | 3}2 62.7 - 6.1

Two-Year Ianst itutions

.. ‘Public - . 90.0 - 2.9 : 7.0 . . ..
Private . S 78.6 6.3 - 15.1 SN
r - ' — — - : — - ~ ’.:‘ ~ A " .

. 4 Though the . exit' in’terview aid .nct appeer.to be used i)y-many insti-

¥

._tutions to gather tracking 1nformat10n, thls does 3t lmply that such

<

-infomation was not collected. As shown.' ne Table 6. 75, about 94 percent of

- - . @ .

-n

. . P

-
—

" ’ - . . : i ' P - . : . i
,institutions also gathered informatiomabout references’ addresses.

-~ . ’ . . -

the instituticms col’lected_jparents' addrésses and the addresses at which =

. borrowers could be r.eaéhed"at first billing- Ab'o'u't-two-thirds of the
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TABLE 6.7 PERCENT OF INSTITUTIONS. GATHERING VARIOUS TYPES OF TRACKING INFORMATION FROM
' NDSL BORROWERS BEFORE THEY LEAVE THE INSTITUTION

' Add:ess -

’ at Which ®
y - Borrower - e
" Parents’ Could Be - o ‘
or ' Reached Address . Address of Address of Address of
S Cuardian’s at First  of Borrower’s Borrower’s Present
Institutional Type Address Billing - References Home Bank Church °  Employee
-, '\’.‘_ l | :

ALL Institutions 93.9 943 684 5446 28.0 5L
Universities , ' S | ~ >

PBlie . 9LS 992 T4 SL3 2.5 6.0
Pri¥ate 9.2 %l T3 - B0 86 %9 w g
i} - S . \ T -
Four-Year Institutions . ‘ - . - .' ﬂ

Piblic 9.4 6.8 L1 34 463
CPrivate - 94.9 6.1 6.9 312 45.9
Wo-Year Tnstitutions

‘Public ’ 929 - 90.9 - 69.6 57,3 2.6 48.2

o IS - | |

‘Private T 887 84.3 667 509 - . 23.9p 516

. , \ |
P .o ) /

\ * : A
0 . §5



\ CHAPTER 7. i -
_ * NDSL RIELING AND COLLECTION PROCEDURES

- ~bData presented in. this'_chapt'er- wvere derived from responses to"'

itemg 16-23 and 256 o'f._A tl';e fiscal officelr's quesc"ionnaire. . Responses to
- - . . .

(" these 1:éxﬁé. were cross—tahplated by institutional type and control to
i‘nvé‘lstigate vé.ri:ations ':Ln> b ing an:d collect?ion procedures by type and
controi of i.nstitut'ion.v The following questions are illustrative of
t_—he types' of questions to be addréssed in th:[.s chapter: What pércentage’
ofinstitution’s‘ in the study pei:'mitted parvtial }.'epayment? Were univer-

sities more 'likely., thaa two-year institutions to permit partial repayment? .,

What was the primary’ administrative ‘arrangement for receiving teach‘

cancellation forms from NDSL bo'rr'o'wers?' What percentage of institutions .

used commercial billing services and collection agencies? How did these

-

r

percentages vary by type of institution?

-

. Billing and Colléction Administrative Options’

-

Fiscal E:f{fice'rs at institutions participating in the National

] .

) & - ‘
Direct Student ‘an Program may ®xercise a variety of administrative

options.  For ex:ampie, the fiscal officer may permit partial repayment

v borrowers facing extenuating circumstances. On the other hand,
. : : -

/

the figcal officer may require payment of principal interest _by the
T borrower at a rate.equal to not less thag $30 per month. 1In addition,

the institutional fiscal officer is permitted to defer payments for
. . | x ;

. part-time‘étudents. and students in hardship. Percentages of rgspondént

"

institutions -'en':ercising these various NDSL‘r‘ep;ayment optiéné, in.1972—73““

,‘péar .in Table 7.1.,
: ¢ i . o , N . . ‘}\\.

[ 4

S ser e e
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_ TABLE 7.1 PERCENT OF INSTITUTIONS EXERCISING VARIOUS NDSL

‘whose #otes were compargtively small. ' .

ST REPAYHENT OPTIONS
. Ca : ' o '
‘Permit Require Dgfer-.epaxment for:
. Partial Minimunm Part-THne Hardship
Institutional Type . Repayment Repayment Students Cases
All Institutions . 76.3 77.4  60.6 - - 6429
Universities .
Public B v 89.1 81.9 S 75.2 71.4
Private | _ 80.6 76.7 59.2 70.9
Four-Year Institutions .\ .
Public . 88.0 85.2  57.4° 66.7
Private 77:9 77.6 63.3 _ 70.6

Two-Year Institutions

Public | 67.0 73.8 .. 59.2 56..0

Private * - 56.6 71.7 - 37.7 45.9

_ Approxihately three-quartere of the institutions in the study
>

permitted partial.repayment. Almost 90 percent of the public universities

permitted students to make partial repaymeﬂ.?; only 67 percent of the-
public two~year .institutions did the same. 1In addition, approximately .
three-fourths of the institutions required minimum repayments from

borrowers.with small notes. In general, public institutions were more
- .

likely'than their nonpublic counterparts toirequire minimum repayments.
Moreovers, uﬁiversities“and.four-year institutions were more likely than

-~

two-year institutions to require minimun repayments from borrowers

* S e
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| ) . .
. About three“ouk of five responding institutions deferred repaymen‘

for part—tiﬁe students. Public universities were more likely than -other.
‘ . e L [ 4 .
types of institutions to do so. - , ‘ B

‘With respect to deferring repayments in hardship cases, 64.9

L4

percent of al;,institdtions did pgrmit this flexibility. Again,\pugéfc
| B R x

universities weré more likely to defer repayment in hardship cases than

.were other types of institutions; two-year institutions were less likely-

to do so.- Of the two-year public institutions, 56 percent_.indicated

L 4

they did defer repayments in such instahces, compared\to only 45.9

»
L4

_perjpnt of the private two=year institutions.

Y 4

Administration of Teacher Cancellation Provisions

.
~

The National Direct Student Loan Program regulations, as of 1972-73,
allowed teachers in certain types of schools to cancel portioms of their

loans. To realize this benefit, a borrower who taught had to file a
. i v

Request for Partial Cancellation of Loan form each year with the dnsti-
tution. Institutiohal fiscal officers were asked as part of the ETS study
about their adoinistrative arrangements for'handling these’requestsa

The data id the Table 7.2 shov.tﬁat 14.6 percent of the responding

institutions sent the Request for Partial Cancellation o§ Loan form to

»

. : - '
all NDSL borrouers.' Almos;)j} percent sent it only to borrowers o had

#* i
“taught the precedlng year or had indlcated their intention- to teach the
time of graduation, 37.3 percent expected borrowers %o take “the 1n1t1a-
tive by requesting the cancellatlon form from the 1nst1tution if they

. .
%

met stated eligibility;reqqirements. ‘- . ’ _ - s




\ -78~

IAE&\X7 .2. ADMINISTRATIVE ARRANGEMENT FOR RECEIVING TEACHER CANCELLATION

FORMS FROM - NDSL BORROWERS

y—t-

, R?CL*' RPCL-
1Senc Send to  Borrowerssy - - ‘
_ _to All Teachers Request . No | N
Institutional Type  Borrowers Only RPCL Other Response. Total _
All Insti:utious 14061 30091 370 3z 0'32 lO0.0Z X
L4 ) o
. .Univeréitfis ' -9
. Public 11.8 49.8 24.1 8.0 6.3 100.0
Private 18.0 35.0 31.6 8.7 6.8 100.0
Four-Year
Institutions ) » ,
Public | 14.8 50.0 25.9 4.6 446 100.0
Private . 16.7 i 29.6 39.4 9.0 5.3 100.0 .
———— '
Two-Yeara
Institutions
Putiffc 12.9 . 17.5 50.5 7.8 11.3 100.0
Private . 10.7 13.8 40.9 15.7  18.9 100.0
fRPCL = Request for Partial Cancellation 6f Loan Form . d’

'

Public unlver81t1es and - public four—year institutlons were more
likely than other imstitutions to send the Request for Partlal Cancel-

lacio& of Losn Form only to teachers or borrowers who indicated at
. ’ - ) .
~- .duation their irtention to teach. Nearly half the public.univer-

-

~sities and 'four-year institutions ucilizedbchis~parcicular procedure. T

In contrast, two-year institutions (both public and private) were more

.

likely than other types of instftutions to expecﬁ borrowers to request the

>

.

'cance'lllaci!ri form from the .'s.chool if the borrower met stated eligibilityt

° requirements.
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Administration of Educational Def’erménts

- NDSL borrowers may defer repayments if they continue their educétipn

on.a full- or half-time basis at an institution of higheér education. In

éddi»’tion, sgfudents may q'ua_l‘ify for deferhents while serving in the arqe&

services, Peace Corps, or VISTA. #To realize this benefit, eligilbie

borrowers must file a 'Request for Deferment Form (RDF) with the' len -

! L . ) \ | EE - ‘ Q
__dnstitution.”, Some institutions send this form to alll\borrowers,.some stad’ -
“ | - vy A

it only to borrowers whose loans were deferred the preceding yeai‘, and

[P
- .

still others feqﬁire'borrbwers to request the form from the institufion if
they meet stated eligibility requirements.

Table 7.3 presents percentage distributions ‘of institutions, classii
fiedi$§_t§pé, that used vafi&ﬁs arfangemenﬁs for receiving ﬁDFs from NDSL

borrowers ‘¢n 1972-73. Overall, 46 percent of the institutions in the

-

:ETS study expected ‘borrowers to ask the school for the form if they met

> -
Fl

the stated eligibility requirements. The next most frequfnt procedure

was to send the RDF only to borrowers whose loans had béen defe,rr_ed‘

the preceding year. The'data in the--"l:'able suggest no maj‘or departure

from these general findings among the various insgftutional types.

‘Usage and Effectiﬁeness of Billing and Collection Agencies -

Over the past several years a number of commerical firms have

* developed and marketed services tailored to institutions to dssist

{h_em‘i__n preparing bills for NDSL borrowers. Institutions undoubtedly’

contract with commerical billing services for a number of reasons. ¥

. . - ' . * , . . R o . .
Some do so because thgy believe a third party will be more effective ‘
"in collec.t'ing the notes." Others probably turn to _c?mmércial- b'i‘lling -

[ *
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TABLE 7 3 ADMINISTRATIVE ARRANCEHENT FOR RECEIVINC REQUE

EFERMENT FORMS (RDF)

ins stutional Type

L
'

RDF Sent

to All

. ‘Borrowers

. RDF Sent .

Only to

‘Borrowers with

Request

Previous Deferment RDF

N

Borrowers .

Other Response Totals

No

A1 Tnstitutigns 15.5% B3 0 AT 701 100,02
;l
Iniversities , -
- Public 12.2 3449 2. 67 38 100.0
Private: 20.0 . 27.8 4.0 6.8 34 10040
EOur-thr‘Ins;itutions % ‘
] - r S . ’
Public 1.0 @ 33.3- YAREEER 3.7 100.0
- ' (
Private 16.3 25.1 6.3 6.5 5.7 1000
wo-Year Institutions | k\ n
Public 15.9 / 16.6 SLO . SS 1.0 10040
. ‘ y
Private | 13.8 2180 S48 ST 157, 10040
!. N ;ﬁ'
. . 92
[Kc J N

Aruitoxt provided by Eic:

h

»
o d Y Y .
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services beoause \>§y lack the administrative personnel to perform

this function and feel use of a cohmerical billing service is more

- ~ -

cost-efiective. It is- probably true that schools participat{ng in

the National Direct Student Loan Program turn. o outside firms for

L]

similar reaSons.
The data in Table’ 7.4 indicate more tﬁgv/one:khird of tne insti—

tutions in the ETS study used commercial billing services in 1972 73.

Higher.p‘tcenta@esiof ¢rivate institutions use}\these billing services

- - -

R - LI Y . : . . - ,‘ ;
.than wasitrue for public institutions. Close to half of the private

universitles and private four-year institutions used billing services; but

"only 18.9 percent of the public universittes and 22.2 percent of the

public four-year institutions used them. e

About one-quarter of the institutions surveyed used outside col-

-
a

lection agencies for all delinquent accounts;AAO.S percent of the schools

E

used them in comnection with hard-core delinquent accounts. Public

four-year institutions were more likely than other types of igstitutions
_to. uge outside'collection-agencies for allfdelinquent accounts; more than
half of the public universities used‘collectionragency.services forr

*

-

hard-core delinQuent.acconnts only. N . co B

7 Institdtiqn; nsing commerc{al billing services were asked about. their

'effectfveness in reducing delinouentAaccounts-' Only about %0 percent of

. the users’felt commercia&'billing services were "very effective." Algost

"‘60 Percent’felt such services were '"fairly effective,"and about 20°

v

percent expressed some dissatisfgction with the effeCthGHGSS! .Public

four‘year institutions were ‘the most satisfied with- the effectiveness of

billinguservices in reducing delinquencies (see Table 7.5). _ ‘ .
o

Y 4 ’ : +

QO
<y
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TABLE 7.4 PERCENT OF INSTITUTIONS USING. COHHERCiAL BILLING
SERVICES' AND COLLECTION AGENCY SERVICES IN 1972 -73

. "“ . . Co . Ubed Outaide Collecsiqp,
’, K . % Used . gencies for:
f o : Commercial AlL .. Hard-Core
R i » Btlling Delinquent  Delinquent
. Institutional Type Services ' Accounts - Accoufits Only
Y e a— )
RS All Institutions _T37.s L 24.b . 40.5
Universities S RS .\
- * " Public f“_ 18.9 25.0 ' 54.9
.. . Private _ 46.1 23.5 48.0
& e ' _
¢+ ' . Four-Year Institutions S
r - Public S 22,27 T34.0 35.9
Private - 47,9 - 22.9 42.6

e 7
. Two=Year Institutions

,, . . Public 33.6 25.4 26.5
. Private - 39.6 0 19.2 30.0
: , ¢ - TABLE 7. 5 EFFECTIVENESS OF COMMERCTIAL BILLING SERVICES IN,
I AREDUCINC NUMBER - AND AMOUNT OF DELINQUENT Accouwrs
: €
—— — ’
- ‘ Very Fairly = Not Véry
Institutional Type . Effective Effective Effective
. All Institutions _} T 20.4%2 59.4% . 20.2%
Universities o L _
. : /'g - i
= -+ Public - - - "27.0 Si.4 21.6
Private 24.4 51.2 T 24.4°
Four-Year Institutions' H
) Public o T 3644 54.6 - 9.0
Private o - 16.7 63.2 . 20.2
- ,‘T§o¥fear Institﬁtiohs L _
.« Public © o 38.9 - 6h.b 16.7
?[KC . # Private e 1946 © 56.9 - 23.5

’, . g4 -
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ﬁi:h'regatd to the costs bf commercial billing services, two-thirds

of the }esponging fi.;al officers f;ih.cogmércial b1{112g services
vere moré.coqt-efféctive than pos:sééondary 1ns:itu;10ns?re1a:16e to
gptepnr¢£ion of NDSL bills (;ee fablé 7.6). Only 1l percent of the fiscal

of ficees thought billing services were morq_expensive(-

"TABLE 7.6 USER ATTITUDES ABOUT THE RELATIVE COST OF COMMERCIAL BILLING SERVICES

IN 1972-73 ) . . ,
.' — : " — 4 -

Cost About
Cost More Than the Same-as for Cost Less Than
- : o i If Institution . Institution to If Institution
Institutional Type Prepared Bills Prepare Bi{ig\r Prepared Bills C

All Institutions (N=565)% 11.02 21.42 67.6%

Universities o ‘ v .
Public (N=48) . o 20.8 25.0 . 54.2.

Private (N=94) 1 1.7 C19.1 - 69.1

Four-Year Institut .uns ‘ . - -

Public (N=24) . 12.5 | 25,0 62.5

Private (N=233) y 9.4 24:5 66.1

Two+Year Instit%tions
Public (N=1Q5) 114 : 15.2. S 73.3

Private (N=60) . el . 20.0 L7343

-

*Pefcentages based only on institutions- using commerciaf‘billin‘!;etvices.

hd -

>~
3

’ -
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Fiscal officers who used outside collhection agencies yere also

asked about their effectiveness in reducing)\the pumber and amOunég_of

accounts in default. As shown #n Table 7.7, CSr~ than 80 percene said the
N

4 agencie% were either fairly effective or very effectyve; 19+3 percent said

they were not very effective.

TABLE 7.7 EFFECTIVENESS OF A COLLECTION AGENCY IN REDUCiNG THE
o NUMBER AND AMOUNT OF DELINQUENT NDSL 'ACCOUNTS

. Very - Eairl& Not Very
Ingtitutional Type " Effecttve Eftective - .Effective
All Institutions 16.22 64.4% 19.3%
Universities ' ' A .
Public : S 19.6 - 5.5 - 16.2
3~ vy -, ,,
Private . . . 17.1 70.0 S 1Z.9
Four-Year Institutions . ‘ . ' » : - . "
Public C 0 16.7  ° 68-1 .. 15.3
. Private . : 6.9 ¢ . 65.7 L 19.5 .
| . " Two-Year Institutions
" public o o 16.2 - 58.2 27.0
: v » : . AR .
- Private 4 18.0 50.8 _ 31.2°

.
a T

Anothegr QUeStions‘yas about the relative costs of having a collectién

: v AS '
agency or the institution perferm the same function. About B0 percent of

-

the nespondents thought the charges by collection agencieS WeéTe sbout the
-same, or less, than what it would cost the insti:ution to perform the

~collectign.function.(aee Table 7.8).
s - e . :

. [ -
,

. | - 9o

7
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TABLE 7.8 USER ATTITUDES ABOUT RELATIVE qgégs OF COLLECTION AGENCIES .-
- - AND INSTITUTIONS PERFORMING NDSL¥COLLECTION FUNCTION

2 .
‘ - . T More  About the - Less
Institutional Type Costly Same Cost Costly -
] All Instit;tions (N=895) 19.4% 22.8% ) 57.8% ’
Universiti?s . -
. Public (N=174) 21.8 25.2 52,9 7
_Private (N=137) 16.8 21.1 62.0
L ' ~
Four-Year Institutions |
Public (N=73) 20.5 - 26.0 53.4 ’
Private (N=302) 23.5 20.5 - 56.0 .
Two-Year Institutions
Public (N=141) | 9.9 25.5  64.5
Private (N=64) 18.7 20.3 60.9

Fiscal officers who received the ETS questionnaire also were asked

how many times bills were sent to NDSL borrowers before they considered

legal action. Their ré5ponses, classified by ty-re of institution, appear

in Table 7.9.

Less than 1 percent of the institutions surveyed.sent-only one

reminder to delinquent .NDSL borrowers before legal action was con-

.
-

¢ .
sidered. , A majority of the responding institutions (53.3 percent)

indicated that they sent five or more reminder notices to delinquent

>

NDSL borrowers before legal ;ction was considered. The data in Table -

7.9 indicate that universities and four-year institutions were more
. 3 - o
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TABLE 7.9 NUMBER OF TIMES DELINQUENT NDSL BORROWERS REMINDED BEFORE LECAL
ACTION CONSIDERED

- Five No

. or Del. No
Insticutional Type One Two Three Four More Accts Response Totals
ﬁAll Institutions 0.5% 2.1%7 16.6% 12.8%7 53.327 5.5% 9.22 +  100.0%
Universities
Public 0.4 1.3 14.7  16.8 sé.s 2.9 5.0 100.0
Private S o.o' 1.5 14.1 14.1 57.8 5.3 7.3.  100.0
Four-Year Institutions
pblic 1.9 1.9 7 24.1 13.9 50.0 0.9 704 100.0
Private 0.4 1.8 17.1 9.4 59.8 3.3 8.2 100.0
Two-Year Institutions
Public * 1.0 3.6 17.5 139 44.0 7.8 12.3  100.0
Privagé . 0.0 2.5 13.2 13.2 40.3  14.5 16.4  100.0

U
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. . -}
likely to send five or more;reminders than were two-year institutions.

Among two-year institutions; only 44.0 percent of the public and 40.3

percent of the private sent five or more reminders.

Administrative Actions against Defaults 1

e

Th-ere are a number of administrative actions that schools parti.—
cipating in the NDSL Program may take with respect to NDSL borrbweré.'
For example, they may assess penalty charges for loans not paid when
due . ‘In the case of a ‘loan that 1s repayable -in monthly installments,
the institution may charge $1 for the first month the installment or
evidence is late and $2 forf each month thereafter. In the case of
loans that ha\;e bimonthly.'or quarterly repayment intervals, $3 and $6,
respectively,. may be charged. ‘Ove'rall, about one school in five in
the ETS study assessed pevna:lty charges. de—year institutions, both
public and p-rivate, ng:s? more'iikely than other tyéeg of institutions

L

to assess penalties.

More than 60 percent of the insti‘tﬂutions surveyed reported that
they p.rohibited release of grade transcript.s-fo{- students who were
delinquent in their NDSL repayments (see Table 7.10). Universities  and
four-year institutions (both public and private) were more likely than
two—-year institutions to do this.: ~Only sligﬁtly more than hal'f of the
two—year institutions in the study indicated that they prohibited the
reiease of grade transcripts for delinquent borrowers.

A very high percentage of the ins'utions in the survey (82.6

e,
percent) indicated that they sent letters threatening legal action

to delinquent borrowers, although public institutions were somewhat



TABLE 7. 10 PERCENT OF INSTITUTIONS TAhINC VARIOUS' ADHINISTRATIVE ACTI'OVSh
~ ' AOAINST DELINQUENT NQSL BORROWERS 2

_— - -y

C

-
sn

reawyn )

oy, Iurnéq‘
o L .. Accounts .
‘ .7, TV« Prohibited - ,  Over to ,  Charged
« 0 Assessed Release . _ Sent . Lawyer or  -Collection
"Y'+ Penalty  of Grade Threatening " Collection  Costs to
Institutional Type . . . -Charges’ Trapscripts  Letters ' Agency Borrower
AL Institutions .. ©  20.6% 6L1% s2sr e8dn | 267
~ A . . ' . . \) . '.I*
Universities \F\é——>" : v o
. K . e o, YR . .
CPublic YN 7.7 e . BLY. 29.8
Private S 23 67.5 . 85.0 728 2
Four-Year Instititions ! '
Public - 22.2 6.8 8.0 . 7.2 =222
Private 17.6 859 8.9 70,0 2022
Iwo-Year Institutions ;
Public 21.8 53.1 7.1 Cos6.6/ L 31
Private N 1% BN L Lo 560, 3
3 ‘ A .
{ i . ) A ’-'\- .
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more likely to do so than were their private counterparts. Two-year
institutions, bofh public and private, were less likely to send such

letters. . r

/
While md&e than 80 percent of the institutions indicated that they
- ) \ 2 *

threatened legal action, only 68.4 perceat said they actually turned
?:;glinquent accounts over to lawyers'or collection agencies. More than
~e-ight out of ten of the public universities‘turned del'inquent accounts
over to lawyers or collection égencies- Fewet than th?ee-quarters of
the responding four-year institutions turned accounts over to" lawyers

or agancies. On the other hand, only slightly more than half of .the

private and public two-year institutions turned accounts over to lawyers

or collectiaon agencies.

.//’ Institutions participating in the NDSL)ﬁrogram may charge delin-
quent borrowers for costs associated with collgcting their overdue
accounts. About quLqua;ter of thevinstitutions participating in the
study charged the borrowers for collection cogts. Almost one-third of

‘ _ the two=-year institutions, both public ;nd private, charged collection

costs to the borrower. Somewhat lower percentages of the public and

private universities and public and private four-year institutions

did the same.-

Write=-0ff Preferences

Numerous institutional financial aid and fiscal officers have
expressed the view that they would like to be able to write off, for
"accounting purposes, accounts that have been delinquent for a period of

time. One of the items in the ETS questionnaire for fistal officers
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asked: "After what period of time do you think institutions should be
o ]
allowed to ‘write-off’ delinquent NDSL accounts as uncollectable?'"_ The

responses to this item appear in Table 7.1l.

Only 1 percent of the responding fiscal officers indicated that

they would like to write off as delinquent and uncollected any accounts

~ -

that were delinquent six months or less. The analysis suggests that the
majorfty (60.2 percent) of the institutional fiscal officers felt they
should be able to write off loans as uncollectable if they were delin-
quent ‘'less than three years. Undoubtedly; some of the fiscal officers
who expressed pfeferencé _for three years or more felt it was unnecessary
to have a qrite-off prlovision in the NDSL Program.

This chapter has described some of the procedures used by insti-
tutions.in their billing and collecl':’i;o\n efforts; it has not analyzed
the relationships between billing and collectfon procedures and‘ repayment

performance. Relationships between administrative practices and

delinquency rates are discussed at length in Chapter 9.
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TABLE 7.11 WRITE-OFF PERIOD PREFERENCE
v e
. More
/ 6 Mos. Than .

: or 12 18 2% 36 36 No
Institutional Type Less Mos. Mos. Mos. Mos. Mos. Response Totalg
— g T e e u
All Institutions 1.0% 7.50 6.2% 26,17 19.47 32.4% .. 7.5%  100.0%

Universities
Public _ 0.4 5.9 5.9 29.0 20.6 34.5 3.8 100.0
Private 1.5 8.7 5.8 22.3 18.5 38.4 4.9 100.0
1.
Four~Year Institutions
Public 0.9 . 28 .37 2.2 130 4.2 9.3 100.0
Private 0.0 5.1 6.2 23.3 22,0 37.6 5.9 100.0
Two-Year Institutions
~ Public 1.3 10.0 7.8 32.0 20.1 18.1 10.7 100.0

Private 3.8 13.8 6.3 25.8 13.2 23.3  13.8  100.0-

BN
s

-~ v




o CHAPTER 8
PROBLEMS IN NDSL BILLING AND COLLECTION

One of the itéms.?n the questionnaire for institutional fiscal
of ficers asked them to identify problem areas in fiscal administration of
the NDSL Program by indicating the degree of difficulty experienced with
several aspects of the program.

Fiscal officers’ responses to item 29 were cross—tabulated by type
and control of institution. The purposes of these analyses were two-
fold: (1) to determine the degree of difficulty institutions faced with
various administrative aspects of the program and (2) to determ}nc
whether certain types of institutions encountered particular difficulty
" witf certain administrative features of the program., |

The Education Amendments of 1972 stipulated that National Direct
Student Loans could be canceled for borrowers who served as full-time
teachers in an academic year in public or other nonprofit clemcn;pry
or secondary schools that qualified for assistance under Title 1 of the
Elementary And Second;ry Education Accﬂof 1965. In addition, NDSL
-borrowers were éligible for partial cancellation if they were full-time
staff members in preschool programs carried out under the Economic
Opportunity Act of 1964. Furthermore, NDSL borrowers could qualify
for partial cancellation_of their loans if they were either full-time
teachers of handicapped children in public or other nonpro - le-
mentary or secondary school systems or if they served in aﬁ : of

hostility as members of the armed forces.
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Administering Cancellation Provisions

When asked {f they c¢ncountered difficuity in determining {ndividual
students” eligibility for teacher cancellation, only 1.7 percent of the
fiscal officers indicated considerable difficulty; 13.5 percent said they
expericnced some difficulty, and 70.8 percent indicated little or no
difficulty (see Table 8.1). About three-quarters of the universities and
four-year i{nstitutions (both public and private) indicated that they
experienced little or no difffculty with this aspect of the program.
Worthy of note is the finding that public universities and public four-
year {nstitutions encountered somewhat morce difficulty in determining
eligibility for teacher cancellation than did other tvpes of institutions.
About 21 percent of the respondents in public universities encountered
difficulty and 17.6 percent of the respondents in public four-ycar insti-
tutions encountercd sogc difficulty. This may simply reficct the fact
that public institutions typically have larger enrollments and therefore
more students who qualify for tecacher cancellation than do private
institutions.

Fiscal officers were asked how difficult it was for them to deter=-
\mine the amount of principal and interest to be canceled for tcachers_of
disadvantaged children. Table 8.2 shows that, overall, only 15.5 percent
of the respondents indicated that they encountered some or considerable
difficulty; almost two-thifds iaid they experienced iittie or none.
Responses to this item indicate that this aspect of the program was a
préblem for only a small segment of the institutions regardless of type
and control. A larger portion of two-year institutions indicated th&t the

s
S

item was not applicable to them, probably becausc ¢of the absence o

teacher training programs.
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TABLE 8.1 DIFFICULTY IN DETERMINING ELICIBILITY FOR TEACHER CANCELLATION

g

Considerable Some Little or No Does No
Institut{onal Type Difficulty Difffculty Difficulty Nat Apply Response
LAll Inst{tutions 1.7% 13.5;7 0.8 N %.87 4.3
Universities
Public 2.1 1.4 71.0 2.9 2.5
Private 1.5 12.6 15.7 7.8 2.4
',
Four-Year Institut;ons
Public | L 1746 79.6 Ly o8
Private 1.2 12.0 8.6 5.7 2.5
Two-Year [nstitutions .
Public 2.9 1.3 6544 13.0 T
Private 1.3 8.2 " 3.6 11.3

NiEa
1
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TABLE B2 DIFFICULTY 1% DETERMINING AMOUNTS OF PRENCIPAL AND INTIRTST TO RBE CANCI] o
FOR TEACHERS OF DISADVANTACED CHILDREY
| Conntderable Came Little or %0 Doen o
Institutional Type DU Lculty  DEfffenlte  DUfffculty  Not Applv  Fesponse
ALl Institut tons 2,08 R " h5LRY, S
Un{versiticrs
Public . 2.9 17,0 75,2 ol 2.4
Private ' 1.0 13.1 1. 12,1 A
] /
Four-Year Institutions
Public 2.4 1.9 77,4 4 R
Privite 2.7 1423 71k 8, 207
Two=Year Institut{ons b : 4
Public 1.6 N t m. k..
Private 1.3 2. (I Wi, 10
v N .
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When anked about the i iculty encountered (n malantaining records

to allow pomtponement of {antallmentr {n anticipation @f cancellation,

nlightly more than half of the renponding tnstitutlons {ndfcated that

this posed little or no ditficulty. Adboutl one (nattitution 1n {{ve

teported nome diftlculty in maintalning records o allow pontponezent ol

{ -

fnstallments {n anticipation of canceilation. Public tour=year inst

tutionns appcear to have had somewhat more difflcuity than other tvpen of

fnastizutions with this aupect of the prograz (zee Table S.030%.

It was noted ecarllier tn this chapter that the NISL Program allows
) 1

students who are teachers {n certaln tvpes of schools, teacd!

e T O

handlcapped children, and borrowers whe have scerved {n areas ol hoallialy
as meabers of the armed forces L0 cancel partions o! thedr loans. 7

realize this benefiz, however, borrowers must file rfequest for canteo=

lation forms cach vear with their {nstitutions. BHBorrowers who quacify

for cancellation bdeneflirs dut do not file the requests fa a timely
fashion are considered for accounting purpceses to be in arrears. 7Thus,
schools that have experienced diffjiculty with timelivy sudbmission of

cancellation requests aipght be expected (o have 502ewnal poOTel COa.-

[ 2

iection records than those that have not.

cfficers surveved for this study reported considerable or s

culty in receiving cancellation Tequests on 4 Uimely Das:is lrom Sorf-

rowers. Sliphtlv more .than one-quarter Teported lilile or no difficulty
with timely subzmission of cancellation requests. I appears that pudlic

four-vear institutions encountered more difficulty Thdin other Ivpes Ol

institutions in receiving cancellation requests when due {roem Thelr

[ S
{
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'I‘ABLE 8.3 DIFFICULTY IN MAINTAINING RECORDS TO ALLOW POSTPONEMENT OF INSTALLMEN’I‘
~ IN ANTICIPATIONMOF CANCELLATION » | e
. S ~ a t
e .Considerable - Some . Little or No  Does No .C<,
Institutional Type Difficulty . Difficulty Difficulty Not Apply Resporis

AL1 Tnstitutions 3.7 1957 5687 1L 5.0

t . ¢ N ‘ 1

Jniversities ‘

Pblie &6 168 68l 8.0. 25
Private R W/ C16.00 T 6T IS 3.4 !
‘ o 3 &
- ¢ 1
?our-Year Ipstity;ions- . .
Public PR 5.9 5744 1.9
Private | L1 - s g 33
wo-Year Institutions .
. . _— .
plic N6 2.0, 469 9.1 . 8.4
. . N . .
. s L . -
CPrivate Y L3 12.0 3L 3.7 . 12.0
\ R
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TABLE 8.4 DIFFICULTY EXPERIENCED WITH ON-TIME SUBMISSION OF CANCELLATION

N

REQUESTS BY TERMINAL BORROWERS ' - ~
“ — ‘  —
' ‘Considerable  Some Little or No  Does No
Institutional Type . Difficulty Difficulty Difficulty - Not Apply Response
Al Tnstitutions w0 wa 8.8 0.1 4.8y
Universities
Public T 52.9 26.9 +5.0 3.4
Private 8.7 51.0 06 L 7.3 o
Four-Year Institutiong | ; . ‘
Public e sl %0 3 9
Privte 100 g B3A 6.3 2.7
Two-Year Institutions .
.Pul?lic | CILT 85" 2.2 15.9 7.8 -
Privgﬁe Y . 0.6 23.3 34.0 13.8

ERIC
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borrowers. Almost 70 percent of the flscal officers at publlc four-ygar

v w
",

1nstitutions indicated con31derab1e -pr some dffflculty mth«thls//spectf
, : o

v . -

of the program. .t : - . ‘ “"3“*, AR )
- - E Vo, Y e

. . . ) { K I,\ AR - Y g

Administering Deferment Provisions ' - . I YL - SR SO

e b R A

. » . "_\:'\:rr. . - .
Borrowers are eligible for deferment of theilr-"rgipayment‘Obliga' AL T

-
v N
tion for the period of time that they are students in ‘eligible 1nst1; \8"

tutions of higher edwcation, and also for up to th_"r‘,eez years while '\%
. -v ’l‘. . AI. .-\i’ .-\
serving in the military, Peace Corps, or VISTA. o o™ oy
) : o . , - e h N

Fiscal officers were asked how much difficulty they experienced . .~ '~

in determining students”’ el;ig'iibility for deferment: "As ‘can be "seen A

‘ A

from Table 8.5, almost three-quarters indicated liftle or no diffi-

€

-

culty in determ-ining eligibility for deferment; 15.1 pé'rcent indi-

cated some difficulty, and a mere tl.l percent reported,copsivderable

difficulty. Only minor varjiations occurred in responses to this item

-when respohse's were classified by type and control of institution.

As with teacher cancellation requests, untimely submission of ,
requests for deferment have a deleterious effect on a school”s delin-

quency rate. This is_true because students who are eligiblé for de~ i

ferment but fail to supmit the proper forms are considered delinquent
N N <
for accounting purposes.

’

i The data in Table 8.6 reveal that 12.4 percent of the institutions

in the ETS survey experuienced considerable difficulty in receiving

-

requests for deferment when due from borrowers and 49.5 percent expe-
rienced some diff/iculty. Two-year institufions were more likely than

other types to report that the*item did not apply to them. ‘ -
; . pply _ o

¢ ™

\ ’ i .-gl,l_:v' : :
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TABLE 8.5 DIFFICILTY IN‘DETERMINING ELIGIBILITY FOR DEFERMENT

‘ ~ Considerable Some  Little or No  Does No
Insti'tutional Type Difficulty Difficulty Difficulty Not Apply Response
;ll Institutions 1.1z/. 15.12 13.2% 6.3% 4,47
Universities ’ S - .

Pwle - T 803 2.5 2.5
Private N Y R Y 6.8 29

Four-Year Instigptions
t

L

Public i 91340 824 2.8 9
Private 80155 76.5 4.7 2.5
, \ ‘ -

wo-Year Institutions

-J101—

Public -+ 26 - 155 66.7 7.8 744
Private 6 138 5.5 5.7, 1.3
117
’ , L

"ERIC
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" TABLE ‘8. 6 DIFFICULTY EXPERIENCEﬁ\WITH ON-TIME SUBMISSION‘OF REQUESTS FOR
' DEFERMENT BY TERMINAL BORROWERS

Considerable Some Little or No  Does No ‘

Institutional Type Difficulty Difficulty Difficulty Yot Apply Response °
411 Tnstitutions IEER SR %.57 881 4.8
Universities
) . B ¢
Public - 15.6 ;601 . 1.2 - 3.8 344 |
Private » L2 SLS T 63 3 o
, . . , N . o
N
. - _ l
Four-Year Institutigns '
Public S R 7% SRS X T ¥ A
~ o ' . ‘ ' ' . } '
Private - 12.0 - 5042 29.0 61 2.7
¥ x
Two-Year Institutions ' Y
Public 12.9 5.6 JWANES T B A
~ Private AL 2445 2843 25.2 +12.9
3 , ' . ]1":\
. ‘ | i

[:R\j:

Aruitoxt provided by Eic:
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Ad@inisteringvTruth—in—LendingﬁProvisions

-

*Under the ?ruth-in—Lending provisions of the Ccnsumer Credit

Protection Act,. lenders must make specific statements of disclosure

regarding their finance charges. The provisions of this act .apply. to

-

National Direct Student Loans. At the time a loan conmmitment is made,

.

" fhe bor:ower mustrbe informed of the following: the amount.of the loan,

+

the anticipated date on whlch the finance charge beglns to dccrue, the

'annual percgntage rate prior -to the beglnnlng of the repayment perlod

'and_durlng the repayment perlod the amount financed through the trans-

action, appllcable delinquency and default charges, and’ provislons for

-

acceleration of payment. - In addltlon, at the tlme a repayment schedule
e \

Y

is executed, the follow1ng statements must be made. to the borrower' the

el

date on Which the finance ‘charge begins to accrue, unpaid baiances

and the amount financed;‘finance charge (total interest. due dnring the
repayment period),'nudher and‘amounts of repayment&,;total payments,
due date and frequéncy'df péyment,’annpal percentage rate, applicabie
delinquency and default charges?aand progieione for acceleratfon of -

~ v ° T - K] " -

payment. . . .

‘ . * .
4

>

Institutional fiscal officers were asked how difficult it was

for them to comply with the truth-in—lending law as it applies to the

-

National Direct Student Loan Program. As shown in Table 8.7, the majority‘

(79.4 percent) of the responding inétitutions indicated that compliance

4

posed little or no difficulty. Only:élightly more than 10 percent said

.

they encountered some or considerable difficulty in complying. Variations
. ‘ N S
in-responses to this item, when classified by type and control of insti-

tution, were minor..



. o
[
. TABLE 8.7 DIFFICULTY IN COMPLYING WITH TRUTH=-IN-LENDING LaW
. . Considerable  Some L‘ittle or No  Does 'Nﬁ ,
Institutional Type Difficulty Difficulty Difficulty Not Apply Response
AL Insttutions B 8.21 T 687 5.5%
o
Universities ’ N
Pblic - . " 2.9 N 10.1 BLS 21 34
Private B B 5.8 84,0\ 4.9 3.9
Four-Year Institutions ’
Public o '1.9..P 83 833 "5.6 .9
" Private 3.3 8.8 .5 53 . 50
Two-Yegx; Institutions v
Public 1.0 6.8 8.6 6.5 9.1
Private 1.3 9.4 Yo 6.9 11.3
, ~
\
P ¢ J .
1t

" ERIC
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Administering Monthly Repayments

-The act estfblishing ihe National Direct Student Loan Program
included a provis;on giving every borrower.wﬁose loan was made on or
before November 8, 1965, the legal right to a full ten-year period in
which to repay the loan in equal amnual inétallments or in gradua®ed
periodic installments. Loans made after’November 8,:1965,.may be repaid

in equal installments payable quarterly, bimoﬁthly, or monthly; as the

institution decides.

-One item on the questionnaire for fiscal officers asked tée degree of
-Qdifficulty encountered in maintaining billing records for bo;rowers with
graduated repayment schedules. Only 3.8 percent of the schools in the
i.'ﬂy indicated that they encountered considerable difficulty, and only
13.3 percent reported some difficulty with thié administrative aspect of
the program. Table 8.8 shows that thefe was no appreciable variation
among institutions in their résponses to this question.“ Approximately a
thir& of the institutioﬁs in each ;f the various categories indicated that
the iteg did .not ;éply. This may be'due to the fact that these schools

entered the National Direct Student Loan Program after 1965 and therefore

had no borrowers.with graduated repaygent schedules.

Administering SEOG-NDSL Fund Transfers

. » .
The Higher Education Act of 1965 permitted institutions to use up

to 25 percent of the initial year Supplemental Educational Oppbrti:;y§

Grant (SEOGf funds paid to it for the fiscal year as an additi%nal
federal capital contribution for ;he‘National Direct Student Loan Prdgram.

In effect, this allowed the institution the flexibility of transferring 25

s



W—"‘—‘_'.\——-_.
TABLE 8.8 DIFFICULTY IN MAINTAINING BILLING RECORDS FOR NDSL BORROWERS WITH
GRADUATED REPAYMENT SCHEDULES

- /
' : . ~—
: Considerable Some Little or No Does - No
Institutional Type Difficulty Difficulty Difficuley Not Apply ReSponse’
— - s e
All Institutions ' 3.87 13.3% 44 .5 34,07 4.5
Universities
Public 3.4 12.6  54.2 27.3 2.5
Private | 5.9 8.7 - 49.0 3.4 Lug
/ . .
Four-Year Institutions
Public - SRR 19.8 - 47.2 296 .9
. ,i Co ‘ _ |
. Private o Sl 1343 4240 38.4 3.3
Lo ‘- RS
Two-Year Institutions = ° N : A
Public 49 146 4.5 2.7 T
Private kT 1248 37.1 3.6 11.3
- T
\
N\ 1
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percent of its SEOG fund to the NDSL Program. Institutions electing to
make this transfer were expected to maintain separate accounting records

for loans made with transferred SEOG funds.

One of the questions posed té fiscal officers as part of tge ETS
study asked how much difficulty they experienced maintaini;g separate
accounting records for National Direct Student Loans made with trans-
ferred SEOG funds. Their responses to this question are summarized in
Table 8.9. Fewer than 5 percent of the fiscal officers reported either
considerable or some difficulty with this aspect of the program; 18.5
-petcent indicated little or no difficulty. Alﬁoét th{si:quattets

indicated that the item did not apply to them, which suggests that

most institutions did not transfer SEOG funds to the NDSL Program in

1972-73.

Preparing Fiscal Operations Reports

At the close of each fiscal year, institutional financial- aid and
fiscal officers are required by the United States Office of Education to
submit an NDSL Fiscal Operations Rgpott. Comprehensive and detailea, it
must be prepared withinva fairly constricted time frame-.

Fiscal OSEiSStS were asked to assess the degree of difficulty they
experienced in ptep;ring these reports, and about half the institutions
reported considerable or some difficulty. The data in Table*B.lO indicate
that somewhat higher percentages of public institutions encountered
consid€{able or some difficultyv;n preparing these reports than did

N
private institutions, pﬁrhaps due to larger financial aid populations.



‘ |

TABLE 8.9 DIFFICULTY IN MAINTAINING SEPARATE ACCOUNTING RECORDS FOR NDSLS MADE
WITH TRANSFERRED SEOG FUNDS

Considerable SOme. Little or No  Does No
Institutional Type Difficulty Difficulty Difficulty Not Apply Response
All Institutions 9T 3.3 18.57 72,21 5,27
Universities i
Public .8 3.4 16.4 76.1 3.4
Private. 1.0 1.5 ' 16.5 78.1 2.9
Four-Year Institutions
Public 9 , 2.8 20.4 4.0 1.9
Private . 06 3-5 19-0 . 7305 . 305
Two-Year Institutions
Public 1.3 3.2 20-1 67.0 8.4
Private 6 G 176 648 12.6
Y
S

ERIC ,

r
.



TABLE 8.10 DIFFICULTY IN PREPARING MDSL FISCAL OPERATIONS REPORTS

) Considerable Some Little or No  Does No

Institutional Type | Difficulty Difficulty Difficulty ‘Not Apply Resp?nse
AL Institutions 1057 W01 . 4301 L2 46
Univefsities

Public 14.7 47.5 BAfO 1.3 - 245

Private 13.6 33.5 49.5 .5 2.9
Four-Year Institutions ’ o S

Public 10 6.3, 98— L9

Private 8.8 2.0 4.l 1.6 25
ng-Year Institutions

Public | 8.1 38.5 b4 .3 J 8.4

Private ' 8.2 37.1 40.9 2.5 | 11.3

1!

ERIC

Full Tt Provided by ERIC.
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Retaining Staff .-

-

When asked about the difficulty they experienced in retaining

-

professional staff responsible for NDSL billing and collection, 56.6
percent of the institutions in the study indicated that they had little
or no difficulty in this area, 2.6 percent reported considerable dif-
ficulty, and 11.3 percent expressed some difficulty (see Table 8.11).
Abéuc 25 percent said the item did not apply to them. It is probably true .
that most of the respondents who checked that the item did not apply wete.

using comnercial billing services.

Retention of clerical staff responsible for NDSL billing and
collection appears to have been somewhat more of a problem (see Table
}8-12)- Approximately one respondent in five (19.8 percent) reported
considerable or some difficulty in this area. Public institutions of
all types appear to have had more difficulty retaining clerical staff than

¥

did private institutions.

Maintaining Contact with Borrowers

As shown in Table 8.13, maintaining contact with borrgwers betweegea
the time they left the institution and the time the fi%ét payment was
due posed Ebnsiderable difficulety for 9.6 percent of the institutions
and some difficulcty for 46.1 percent of the institutions in the ETS
study. Public institutions apparently had more difficulty than private
institutions; 11.3 per;ent of the public universities reported con-
siderable difficulrty, cohpared to 4.4 percent pf the private univer-

sities. Similarly, 10.2 percent of the public four=-year institutions

compared to 5.9 percent of the private four-year institutions indicated




r

TABLE §3.11 TDIFFICELTY IN RETAINING ?RO?ESS..KAL STAFF RESPONSIBLE FOR DSL BILLING
AND COLLECTTION ) ]

4 \':; 2 ' ’ ." . —
Considerable Some Little or Yo  Does No
Institutional Tvpe " Difffeulty Difficulty Difffculty Not Applv Response
All Institations : 2.6% 11.3% 56.6% 25.1% 447

Univejrd:ies : , .

Pudlic . | 3.4 135 63.5 17.2 2.5

.

Pt‘i\'ate hd 100 9.7 6[‘-1 22.8 20"‘6

. ‘5

-

>
b5 11.1 57.4 23.2 1.9
2.2 1.4 54.7 28.8 2.9

Two=Year Institutions

Public- 2.0 0.4 5.1 2805 7el
pr; 1:0 o() 1:.3 5208 23.Q 'Ln-7
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TABLE 8.12 DIFFICULTY IN RETAINING CLERICAL STAFF RESPONSIBLE FOR NDSL BILLING AND

COLLECTION
‘ - Considerable Some Little or No  Does ~ No
 Institutional Type  Difficulty Difficulty Difficulty Not Apply. Response
\\ : - . .
All Institutions 4.0% ©15.82 51.67 24.2% 442
+ Universities . . '& &
Public s Bl Sk 10.5 2.9
Priva_te N e , 309 12-1 . 5304 2816 109

N
Al 1Y

Four-Year Tnstitutions

L3
4

Public 9.3 2.2 ~ 530 13.9 .9

Private 37 129 - 50.8 9.4 - - 1.3

Two-Year Institutions

Public 3.2 1642 7511 "22.3 7.1
© Private . J— 132 - @l %0 10.7
12°

EP(}C
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TABLE 8.13 DIFFICULTY IN MAINTAINING CONTACT WITH BORROWERS BETWEEN THE TIME THEY /
' LEAVE INSTITUTION AND THE TIME FIRST PAYMENT IS DUE

Considerable ‘Some Little or No  Does ‘No

Institutional Type Difficulty Difficulty Difficulty Not Apply Response
ALl Institutions 9.6 46.11 .07 . 497 wan
Universities . _
Public. - 11.3 462, 36.6 Y 2.1
Private ol 50.0 374 5.8 2.4
Four-Year Institutions : ¢ )
Public 1 5.6 324 . .9 .9
Private BTN U ST 5.1 2.5
Two-Ytar Institutions il
Public s 50.8 1§;5 5.8 7.1
- Ptivate ) | 8.2 | i 9.0 1 35.2 6.3 11.]
\V/ ‘ y
12+ .

Full Tt Provided by ERIC.
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consideréple difficuley. Public' two-year institutions apparently had

-
-

the most difficulty“miintaining contact with borrowers. Within this

group, about two-thirds (68.6 percent) reported considerable or some

-

difficulty. ‘ ~

Locating delinquent borrowers appears to have been a common problem
across all institutional types-. Table 8.14 reveals that 31.l1 percent of

all institutions in the étudy encountered considerable difficulty in

\ -
lo¢cating delinquent borrowers and almost half (49.7 percent) reported

. & X L~
some difficulty. 6 Public institutions had more difficulty locating

delinquent borrowers than did private institutions.

In 1970 the United States Office of Education announced the avail-

ability of a National Defense Loan Skip-Trace Service. To use this
service, inSCitutions submitted to the Office of Education IBM punch cards

that bore the names and social security numbers of lost NDSL’borrowers.

L

The Office of Education used these cards in - -omputer match with Internal

Revenue Service files to extract uéi borrowers® current addresses. It
f) - -

then forwarded to the .institutions lists gf the borrowers’ names and

-

addresses.

The data in Table 8.15 indicate that 45.1 ﬁercent of ail insti-

*

tutions in the ETS study did not make use of the skip-trace service.
Only 21.9 percent found ;he service either very effective or fairly
effective; 16.6 percent reported that the service was seldoh effective:

vContacting delinquent borrowers” parents seems to have been an

effective method fop‘locating delinquent borrowers. Of all of the

-
¢

-ingtitutions included in the ‘ETS study, 19.2 perceﬁ? said this methoq was

very effective and 52.7 percent said it yaé fairl?Aeffective- Public
Ly

P



' TABLE 8.14 DIFFICULTY IN LOCATING DELINQUENT BORROWERS

——

Considerable | Some - Little or No Does No
Institutional Type  Difficulty Difficulty Difficulty Not Apply Response
. 1‘
All Institutions 31.1% 49.7% 9.7% - 5.5 44y
Universities ‘ , .
e |

Public - 37.0 51.3 \\$.7 34 W7

Private 2.7 51.9 11.7 5.3 3.4
Four-Year Institutions \

| | , . :
Public 333 56.5 6.5 ., L9 1.9
Private 29.2 33.7 11.8 2.9 2.5
. M ‘o

Two-Year-Instigitions x; |

Public 3.9 43.0 . 5.8 6.5 " 7.8

Private . ' 195 0.3 15 14.5 10.7

-
125 (
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TABLE 8.15 EFFﬁgf&VENESS OF FEDERAL SKIP-TRACE SERVICE IN LOCATING DELINQUENT NDSL
BORROWERS _ ", ‘

Very Fairly  Seldom -

Institutioﬁél Type Effective Effective Effective Not Used No ReSponse Totals

All Institutions

497, 1708 16.67  45.1% 16,47 100.0%
Q . N | | '\
Universities |
Public 5.9 261 2645 31.9° 9.7 100.0
Private 5.8 20.9 18.9 41.3 13.1  100.0
Four—Year Institutions \'
Public g 6.5 14.8 18.5 50.9 9.3 100.0
Private 5. 14.1 14,5 51.6 14.5 100.0
Two-Yedy| Institutions .
Publit’ 3.6 16.2 13.9 46.6 19.7 100.0
. ' - | : ) l; (
Private 2.5 10.7 8.2 34 35.2 100.0-\\\
127 <
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two~year institutions worejmore likely than other ‘types of instito-

y tion; not to use this particular method; ooerall, however; public
instirutions were more likely than private institutions to find it a very
effective or fa;rl&'effoctive method (see Tab{e ?.16).

In” attempting to locate delinquent borrowors, some institutions
work throoéh their alumni offices,‘which typically maintain mailing
iists of olumni. More than one-third (37.€‘percent) of the schools in
the study r.eported tha;. .the 'alomni office 'was‘ either a very effective
or a fairly eféectiog resource in looéting'delianent NDSL borrowers.
Somewhat more than one-quarter (25;9 percent) of the institut;ons
surveyed .reported. that use of the alumni office ya; seldom effective,

) and almost one-quarter (23.2 percent) reported that they did not use

this particular method. The data in Table 8.17 reveal that privdte

- ~

] ‘institutions were more liker ‘than their public coumterparts to ‘reporc

thae‘the alumni office was very eﬁfert;ye or fairly effec;ive in locating

delianent NDSL borrowers. L

. . . .

S «Attemptlng to locate NDSL borrowers through bhe 1nst1tut10n s
- , . V.

-

~

placement office is a less frequently used method than tracing them’

A

through the alumni office. Of the institutions surveyed, &44.1 percent -

&;' reported that!they'did not atrempt to locate delinquent NDSL borrowers

rhrough their placement offices (see 'Tabie 8.18)..‘;Aoour. one;qdérter
(25.6 percent) réported that utilization of the college plécement office
was seldom “effective in iocatiog dolihqhenr ozrrowers. 'Onlf'l6.7 porcent

‘< 'reported that rhe placement office was very or fairly effecFive for this
JphrpOSe. | o ) o ‘//_

-

N\ -
&)

S - N - l
. . . *

yon

)

L e A
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TABLE 8.16 EFFECTIVENESSYOF CONTACTING PARENTS OR GUARDIAN TO LOCATE

DELIQUENT NDS® BORROWERS
: Very - Fairly  Seldog :
Institutional Iype Effective| Effective’ Effective Not Used No Response Totals
- 11 Institutions 19.2% 52.7% 13‘81. C2.97 11.37 100.02
Universities - \
Public 21.0 62.2 9.7 - 2.1 5.0 100.0
Private L1545 544 170 &9 83 100.0
Four-Year Institutions
," * \/
Public 28.7 51.9 12.0 3.7 3.7 100.0
Private 2 ST Wl L .2 100.0
Two-Year Institutions .
Public - 1642 45.6 16.8 4“9, 16,5 10040
_Private - - '15.5 44.0 11.3 . 0.6 - 29.6 100.0 )
S »
122 f
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TABLE 8.17 EFFECTIVENESS OF ALUMNI OFFICE IN LOCATING DELINQUENT NDSL BORROWERS

Very Fairly  Seldom

Institutional Type Effective Effective Effective Not Used No Response Totals °
All Institutfons - . 8.3 29.3% 26.9% 23.2% 12.32 100.0%
Universities
\ ‘ .
Public 3.9, 28.6 38.7 21.4 545 100.0
Private 2.1, 39.8 0.1 0.2 . 7.8 100.0

Four-Year Institutions
Public N L83 27.8 50.7.°  18.5 N 100.0 *

Private : 16.} 43.7 - 25.7 8.1 8.1 100.0

Two-Year Institutions

Pblic . . 6.5 15.5 58,3 . 19.0  100.0
| , 100.0
Private  * 38 . 19.5 20.8 B3 3. 100.0°
Ty '{. \
1._) ) - 5o
\

ERIC

Full Tt Provided by ERIC. . '
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TABLE 8.18 EFFECTIVENESS o coLl’/ \Acsfd g PN LOCkTING gy puqueT Moy 07 \
: B , ,

very # Nyt pe ‘ld g

! . | Js
Institutiopal Type gffect‘ \ cc‘ f\mg‘ Not Useq yo ResPONSq 1059

ALL'Tnstitutions it & B welr b loo,(ﬁ
quve:sities

Public 13 1 5, 4204 63 0

Private ' 2.4 ' \J 36‘6 . 46f1 9.7 100,0
Fouf-Year Institutions '

Public 5.6 l§‘b 'ﬁv 38\9 29.6 6.9 100.0
“Private \ 2.9 lQ'g: /\ | 23\9 43,7 10.8 | 100.0
[\JO*YE&!‘. Institutions , '

, éublic ' | “ 1.3 a lQ'é 13\3" / 54.1 18.8 ° | 100,0

Private
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A small prOpBrtipn of the ingtitutionn (9.6 percent) reported
that driver’s license agencies wecre very effective or fairly effective

in locating delinquent NDSL borrowers (see Table 8.19). Almost two-

thirds (66.5 percent) of the schools surveyed reported that they did

not use such agencies. Private universities and private four-year

institutions were the least likely to use them.

The 1967 NDSL manual suggested that institutions might wish to

contact the armed forces in their efforts to locate delinquent NDSL

Al

borrowerg. As shown in Table 8.20, some 11.5 percent of the institutions
surveyed reported that this was a very effective method in locating

delinquent borrowers, and 13.5 percent said it was fairly effective. About

one-third éaid the method was seldom effective.

Only 9.4 percent of the fiscal officers surveyed said that contacting
the’Merchant’s Retail Credit Association was a very effective or fairly

effective method for locating delinquent borrowers; about two-thirds said
-

they did not .use this method at all. The data in Table 8.21 indicate no

major variations in the patterns of responses to this iten.

Some institutions try to locate delinquent borrowers by contacting

schools to which the borroygrs' grade transcripts have been sent. Table

8.22 shows that, among the institutions surveyed, 6.3 percent said this

‘was a very effective way to locate delinquent borrowers, and 24.6 percent
/ .

t .
said it was a fairly effective method. Public institutions were more

likely than private institutions to report that the technique was very or
1

fairly effective. More than one=third of the respondents reported they

did not use this method at all.



TABLE 8.19 EFFECITVENESS OF DRIVERS LICENSE AGENCIES IN LOCATING DELINQUENT
NDSL BORROWERS : '

Very Fairly Seldom
Institutional Type Effective Effagtive Effcctive Not Uscd No Response
All Institutions 1.92 1.72 9.8% ?3:5! 14,22
Universities
Public 4.6 9.2% . .7 63.9 7.6
Private 1.5 5.8 8.3 7.8 9.7
" Four-Year Inst{itutions N
- ’
Public 3.7 5.6 6.7 4.8 9.3
é ‘ 4 \ |
Private A 5.9 8.4 73.9 11.4
7 »
\ . L]
Two-Year Imstitutions
Public ' 1.6 12.3 8.4 59.0 18.8
[}
Private 1.3. 5.0 7.0 53.5 33.3




A

TABLE 8.20 EFFECTIVENESS OF ARMED" FORCES IN LOCATING DELINQUENT NDSL BORROWERS

Very Fafrly ~ Seldom _
Institutional Type Effective Effective Effective Not Used No Reaponse
All Inatitutions 11.5% 13.5% 34.0% 0.1 41.0%
Universities
Public | 16.0 18.5 38.7 0.4 26.5
Private B 3R U M3 3640 ~-=
Four-Year Institutions .
Public -9 17.6 0 36.1 32.4 —
Private ‘ 1&.5‘\ 12.7 34,5 8.4 —-
* ’ v
Two~Year Institutioqs ! ' .
Public wS 117 29.5 e F s
Private . 6 15‘.7 40,3 0.0 " 100.0
' & .




TABLF 8.21 EFFECTIVENESS OF MERCHANT’S RETAIL CREDIT ASSOCIATION IN LOCATING
- DELINQUENT NDSL BORROWERS

I}

Very ‘Fairly - Seldom

Inat{tutfonal Type Effective Effective Effective Not Umsed No Rewponne
All Institutions 1.3% 8.12 10.7% 6%.51 14,37
Universities | .

Public 2,1 10.1 15.6 b6e8 5.5

. . )

Private 1.5 1.3 16.5 89.3 100.0

Fohr-chr Inst{tutions
‘ .

Public — 1.1 9.3 70.4 9.3

Private 1.2 6.3 « 11.6 69.6 " 11.2
Tvo-Year Institutiens /

Publ{c 1.0 9.1 RS W 19.1
- Private | L9 12,0 208 62 100.0

3

-

-
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SENT IN LOCATING DELINOUENT NDSL BORROWERS

TARLE 8,22 EFFECTIVENESS OF INSTITUTIONS TO WHICH CRADE TRANSCRIPTS HAVY BEEN

. analg A T

Vory Falrly  Seldom ,

Institutional Type Effective Effective Effective Not l'wed No Renponne
All Inatitutfons 6,11 24007 19.07 30,02 14.97
Univers{ticn

Public 7.l 76.9 21.0 38.2 6.7

P!’ivat(‘ 10-[‘ IR.Q 25-2 39-3 11-7
Eour=Year Mnat{tut!lons

Public 8.1 9.6 25.0 29.,4. 14

Privn;v ' S.]l. 27 19.? 8.4 12.5
Two=Year Iastitutions

pbfpe 7.1 6.0 1n.8 29.1 0.

‘.
Privat .0 0.8 19.7 22,6 35,0




In sux;m;ary, fiécal.of'ficérs sur.\;eyed rep tf‘i that the most effective -
’methqd for locating delinquent NDSL bo'rrro‘..re'r's’wa"_s contacting their’
parénésf\ Thé. next ﬁost; ‘effective way was contacting fhe alumni office.,
f.oJ:.‘low.ed‘by contacting iﬁst'itutions to which delinquent %orr,owiars had hﬂad

their grade transcripts s'e::xt.' The le‘east, effe@tive methods appear to have

been contacting the college placement office, driver’s license¢-,agencies,

.

and the retail credit association. . : .
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~ CHAPTER 9

RELATIONSHIPS BETWEEN ADMINISTRATIVE. PRACTICES’

.

AND ANNUAL INSTITUTIONAL NDSL DEFAULT® RATES

I

‘ '3 . “‘;,:l ,‘._"
. The Default Problem ?’:

Borrowers who default in their National Direct- Student Lodan Tepay-

. ménts pose a problem that is of concern to the Congress, the United

States Office .of Education, and the financial aid community. By their

3

' "fa,il'ure to ‘repay' their loans, delinquent ‘bo'rrowers deny loan‘ ftmds and

thus, . to some degree, educational Opportunities ‘to Successive genera-

° .
tions of students, becausg’ loan defaults (and associated 1ost interest

‘ revenues) minimiz_e- the possibility'that the NDSL Program can achieve

revolving fund status.

. . -
. .

~One_of the ‘main purposes of this study was:to investigate the -

LN -

' _extent and magnitude of the NDSL default raLe. The Nati,o‘nal Direct' '

Student Loan Program has now been in, operation for almost twenty years."—

‘As Gale and. Moran noted in their unpublished report Collections-and
< .. » ' ) ‘. ’ T ’ - ’ . ‘ . -
Deliseguency in the National :-Defense Student: Loan Program: 1958-68,

M .o ] K v .
- . -

the numoer of . loans adva-nced_ under the program increased during the

first d'ecade, and the.problem of collecting outstanding loans became more

. complex. As time passes, more borrowers enter the repayment stream and,

even if the percentage of delimquent borrowers remains constant, the

. 2

dollar volume of delinquent accounts rises.

Both the Office of Education and Congress have taken steps to
lower the default rate. Program officers and OE regional of fices have
.given and are 'continuiné to give particular attehtion to the problem of

, . . .
4 . .
. . . . ot k)

-

R



well as during the course of their program reviews. In addition, the

default problem has been the tOpichof a number of Office of Education

o
[N

workshops endbseminars. Congress.hes acted to dmprove collection,effor;s[
. by amending,certain provisions of the Natronal Defense Education Act.
For'example,'Congress has made provision for NDSL loan fund§ to be used
-for routine administrative expenses.and for coIlection:coets, has. made
.pronision for ninimum monthly-payments, and has nede a provision that,

allowg institutions to assess ldte charges against borrowers who fail to

géy’ailfor any part~of their installments when due.1 oL~

- -

Default Rates , o : o - y

-
-

.‘;z -

Despite the above—mentioned efforts, the NDSL default rate contrnuesf

to be.of concern. Over the years, the delinquenéy rate for the Nationak
Q

'Direct Student Loan Program has been interpreted and . computed in a number.

‘of,different w£§53_ Typically the NDSL cnmulative.default rate is computed

3

aé d'retio,of'the'cunulative amount of delinqueht funds to total re-
) ceivebles.- Total receivables are defined as the sum of total’cash
g rédeiééd, principel canceied, payments deferred, and amount delinquent
(ell tnmulative figures). .This retio, when expressed as a percentage, is

known as the delinquency or defeult rate..
. - . . - ) . ) .
Chapter 2 outlined the:general methodology for the ETS study. It

was noted that data for the study were obtained from two separate

‘
L

1
Maye recently, the Offlce of Education has defined "due dlllgence
more spec1fically in- regulations., : . *

e

-

W

I3
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qu&stionnaires. The éirst, Form I, was completed by institutional
J_‘§§§nancial aid officers and the second, Form-il, waévsent to‘institutionaf

~fiscal officers. Each inetitution's'default rate was Conputed from ite_
responsefto item 30 of‘the latteraquestionnaire. Tnis item asked the
fiscal offiéet to enter selected information }rom the institutional Fiscal
Opera:ions Report for‘the Educatfxnal Opportunlty Grant, College Work-
Study, and National Direct Student Loan programs for fiscal year 1972:

§ (%} loan'principal éollections for the period July 1, 1971, to June.30,
!1§7ﬁ; -(2) accounts past due as of June_jb,«l922,~fo§ 120 days or iesé and)
’accounts past due for 121 days to one yeaf as of June 30--1972. Tﬁe‘data
reported by the institutions Werewused to compute ‘an annual dellnquency

K .

“ rate for each institution in the ETS study ‘lIhe formula for computlng the'

annual delinquency rate was as.follows: ..‘- '\\\~

L

Annual delinduency rate = Accounts past due one year or less
. u ; ) N O
Principal collections for year plus accounts

-

past .due one year-or:less

It should be noted that annual default or delinquency rates —=-

)

rather than rates calculated from cumulative data —- were utilized in
R o . : . - .

the ETS study, because these rates were thought to be more responsive to

.administrative practices in fiscal 1972, when the data were collected.

Annual delinquency rates computed in this manneg would typically be

~

». somewhat higher ‘than cumulative delinquency rates for two reasgné.
DA ) - . . A ‘

""..First, the annual delinquency rate includes amounts in arrears for between

1 and 120'days. In cogtrast, cumulative dellnquency rates typlcally

"include only amoynts that are dellnquent for more than 120 days.:

-
.
hd - .

i v’ 1 l‘; G
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in the annual .delinquency rate formula does not

Second, the dené:m

include amounts Of. incipai canceled -or deferzed. ‘Inclusion of these’

M v b I
P . . X . ¢ et .

~' amounts in ‘the denominator would, of course, lower the default ratios.
\; v ! - ' § . . . - .

- ’ pY L 4 >

‘Af ter an annual delinqu_ency rate was computed‘ fer each institution,

»
L]

distributions of institutional annual -delinquency. ratesjwere prepared
by type and control of 4hstitution.' From these distribgkions, median

values wvere determined by type-of.institution. These values g@gppear -in

]

Table 9.1. D . o o
" TABLE 9.1 MEDIAN. ANNUAL INSTITUTIONAL NDSLs DEFAULT RA'I‘ES BY TYPE C e .
. & of INSTITUTION 1 | | ‘
JEo : , - Mé(d:yt‘mnual NDSL Default Rate '
" Type of Institution . during FY 1872 I
. . é »~ . - L LN
5 - § - » C * ° ' <, b4
‘All Institutioms * - - 13 5% . »
Universities ' : . I ' >
‘Public | ° R T -1009 - Lo
. , : m . % ) ’ : ’
Private . : - T, 13.9 : .
.“ . ‘ . i . R r -
Four-Year Institutidns :
Public - . ‘ g , 15.1 2
Private . , ' p "11.8- h
Two-Year Institutions ) e
CPublic . L e L 247
pP¥ivate : . . 13+9
-, e ' . { ! ?
- »‘
v —

14

~h



-

N

e~ -131~ , U7

~ LN
. <
..

. -
~ -

Il\‘e data in Table 9«1 reveal that the median annual NDSL default

-

.rate)f#r all institutions in the 'ETS study was 13. 5 percent in fiscal

j,"ear_ 1972. Public universities had the lowest median annual NDSL

default rate (10.9 percent). Public two~year 1nstitut10ns had the worst

-
-

overall default rate when measured at the medi.an —- almost %5 percent ==

suggesting sp%cia‘l efforts were needed at these schools t‘o reduce

'

- I3
/

defaults. ° - .

-
]
bd -

- . Table 9 2 provides additional detafl about the distributions of |

annual default rates by type of inst1tuti0n. Default rate percentiles
are also »shown in -thi‘s table; for example, 90 perc.ent of all institutions

"had default rates in FY 1972 ‘of 38.7 percent or less. - Conversely,

\

,,lO percent of a.ll institutionS. had default rates of:. 38 7 percent or

-\
more. Ten percent of thé responding schools had default rates of less

than 4.6 percent. Particular attention should be paid to the.percentiles .

becausle, as measures of. central tendenc?, mcdians mask variability.'

v I , .

>

Inspection_of the percent'iles suggests that~-the_ collection experiences of

both two-year private and ‘two—year'-p'ublic institutions were comparably
< ' '

poorer than for other types of institutions. -

-
o

‘Administrative Practices and Defaulf Rates

section presents a

-

One of the major- purposes for undertaking the present study was to -

analyze the relationships between certain administrative practices and

e .

‘institutional characteristics and Institutional delinquency rates. This —

v’

analysis of these relationships in an effort to

answer a number of questions, such as: What is the relationship between

conducting exit intergiews and delinquency rate? What is the relation-

ship between using a billing ‘service and delinquency rate? What is the

”

5 Co—

-

i
348
'\
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TABLE 9.2 DISTRIBUTIONS OF ANNUAL NDSL DEFAULT RATES BY TIPE OF INSTINUTION: Fy 1972
r — ——
| All Institutions Universities - Four-Year _______Eﬂgzggar
Default - - - Publicn  Private = Public Private . public Private
Rate N Percent N Percent N Dercent N Percent N Percent y Percent N Percent
‘ — ' L) - .
907 - over T 00 0 0 1 L0 -1 \\\ A
-8 9 .8 S U A N N R R B R S R
0-79 . 10 9 Lood 070 000 1 2 s 3y gy
© 60 - 69 % L9 00 0 W0 3 3l L3 b g Y
'50- 59 0] AL S A I R A A
40 - 49 TR P /S T D O R RS B S S T 1 AR
0-% T 6 0 &7 "7 &l 2 n0 % 63 5 100 7 g
20-29 176 1% B B4 3% 00 15 153 45109 4 21 ¢ g
!

0-09 @l B9 % KA T 0 B B9 19w g | Bl 27 30l
0-% 36 309 .+ % MLl R NS N W 1 BT op \Bh o opg

Mean Rate: 84 ] WSt 19.11 U A 3o.¥z 2.7
Median Rate 13,57 10492 13,91 15,13 VS A T 13.81
‘ ——r ’ - — — . L
Selected , | L - :
Percentiles e, o L R |
S0th £ AN . N R L 801 0.1 65.6% 9.1
15th 24 o183 C00 L 2 18,5 IR 303
50th 13, 10,9 139 5.0 1L 2.7 13,9
25th 14 gg g *£z9 &1 13wl 4
10th [P T 1 T R BT
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which it was conducted would determine in large measSure the institution’s

success in collecting repayments. R - . .
The major purposes cf an exit interview are to indicate the exact

/
amount of "the student’s total borrowing, to seleqat and {ecord a payment

plan, to stress the importance of promptly meeting the 9che¢u1e obliga-
tions, and to make certain the institution has adequate déta to enable
it tt; keep in “touch with the borrower during the repayment years. The
manual encourages institutions to ask.borrowers to verify their permanent
mailing addresses and to .rgmind them of the obligati'ons of promptly
noti‘fying th’e'inécicutions‘ of .any chang-e‘ oif address. Inéﬁitutions are
encouraged to hold exit interviews not only to i;npress upon borro&grs
‘the importance of chéi‘rh rep'aymept obligations, but also to collect
personal data for use in future tracing of delinquent borrowers.

The fiﬁdings shown in Table 9.3 und‘ers;:ore‘the importanq_"e of

conducting exit interviews with graduating borrowers. Data in the

_tabl‘e indicate that more than 96 percent of the institut_’.idns in the low
delinquegcy Trate group conducted exit interviews with substéntially all
g.a.duat_ing NDSL borrowers. |

. Many institutioms find it difficult to arrange exit interviews

with stué_len-cs.who drop out before graduation, because frequently these
students leave the sqhoc;ls with little or 'no advance notice. 'This
observation 1s substantiated by the data ir; Table 9.4, which show that
only 67.8 percent of the .low .d.elinduency rate institutions held- exit
_:I:ntervi_ews with mdst dropo‘uts. , M'oréover,_'the data Sug_gést there i‘s -a

strong and significant relationship between condu:cti‘ng exit interviews

with dropouts and delinquency rates. Institutions with low delinquency
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rates were more likely to have conducted exit interviews with dropouts

than were those with high delinquency rates.
\

¢
F 4

TABLE 9.3 RELATIONSHIP BETWEEN CONDUCTING EXIT INTERVIEWS
WITH GRADUATING BORROWERS AND DELINQUENCY RATE -

Delinquency Rate

Item: Did your institution

x4 conduct exit interviews in Low . Intermediate High
1972-73 with graduating (botton (middle (top
NDSL borrowers? quarter) 50 percent) quarter)

Yes, in substantially all

cases ‘ - 96.62 91.2%2 - 83.9Z
Yés, in some.cases 3.6 6.3 12.4
No S " 0.3 1.6 2.2

No response - 0.0 Q.9 0.6

TOTALS - 100.0 100.0 100.0

-

Chi square = 28.2; p < .001 with 6 degrees of freedom

»

H

-
—— = m  ——

-

TABLE 9.4 RELATIONSHIP BETWEEN CONDUCTING EXIT INTERVIEWS WITH -
* DROPOUTS AND DELINQUENCY RAPE o
- z \h.
Delinquency Rate

Item: Did your institution : Low Intermediate High

conduct exit interviews’ X (bottom (middle ] (top

with 1972~73 with dropouts? quarter) 50 percent) ' quarter)

. T .

~ =

Yes, in most cases. . 67.8% 61.8% 51.8%
E Yes, in some cases / i 29.5 31.7 36.9

No 2.4 4.6 6.9

No response 0.3 1.9 4.4

TOTALS . 100.0 00.0 100.0

Chi square = 27.9; p < .001 with 6 degrees of freedon -
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The 1967 NDSL manual states fhat exit interviews should be conﬁucqed

on an individual basis, but institutions with a large number of departing

- -

borrowers may find it expedient to precede Ln;erv;éws;ﬁich groub sessions

for the purpose of explaining such general matters as the repayment

»

procedures requifed;of all borrowers and the conditions for deferment and .

L)

cancellation.

The data in the following table indicate no strong or significant

i - ‘
relationship between the method of conducting the exit inte¢rview and
- L G : .

the delinquency rate. There was little difference among institutions

miassffieid by d"elinquency'r.ate in the percentages that held exit

interviews on an individual basis and in group sessions. This finding

suggests it is not too important how the exit interview is conducted, so

'loné as it is conducted. e
S ' S A
‘IABLE-Q-S RELATIONSHIP BETWEEN METHOD OF INTERVIEW AND
_ DELINQUENCY RATE ‘ . . ;
RS ' Delinquency Rate |
Item: How are exit. interviews .~ Low Intermediate High
conducted with most NDSL : (bottom - (middle (top
borrowers?: : . quarter) 50 percent) quarter)
Individually o 76.0% 75.3% . 78.8%,
In group Sessions ) 21,6 . 20.7 15.7
Do not conduct exit interviéés: ) | -
with most NDSL borrowers o 0.0 C 0.7 0.4
No respohse - 2.4 3.3, 5.1
TOTALS ' 10030 - 100.0 , 100.0

AY

- Chi square = 8.9; p 5;.18 with 6 degrees.of freedom .
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_Fisc;l officers were asked if the repayﬁént schedule was discussed
during the exit- interview. The responses to -this question, when cLassi—
fied by‘&eli;quency ra;es, indicate a significant relationship bet;een
discussihg tge,;ep;yment schedulé_dur;ng the intetview and an institu-
tion'; anﬂ@al'delinquency rate (see Table 9.6). Institutions with low
deydnqueﬁcy rates were more likely to discuss the repayment échedule

with most borrowers than were institutions with high delinquehcy rates-.

hd -

- . -

TABLE 9.6 RELATIONSHIP BETWEEN DISCUSSING REPAYMENT SCHEDULE -
WITH THE BORROWER AND DELINQUENCY RATE

Delinquency Rate

Item: Is a,schedule of Low - . Intérmediéte High
repayment discussed during (bottom {middle (top.
exit interviews? _ : J quarter) %50 percent) quarter)
Yes, in most cases ' 97.02 © ~ 94.2% 90.1%
No . . 0.9 1.8 § 1.5
¢ —
0.6 1.8 3.6

No response

TOTALS - . - R 100.0 100.0 100.0C

.Chi square =.33.7; é < .02 with 6 degrees of freedom

Fiscal;officers'we}e also asked to indicate whether they felt

borrowers gained a thorough understans;pg of their repayment obligations
: . -~

during the exit interviews. As seen inl?able 9.7, of the fiscal officers

‘at ins}itutions with low delinquenci rates, /8.1 peréent felt that

borrowers in most cases did gain a thofough understanding of tgeir

,répayment obligations- Only 66.8 percent of the ﬁiséaf officers at high

delinquency rate institutions gave the same response. Thus, it appears
o i

et
14N
{0)
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that borrowers® understandings of their repayment obligécions are ‘related

to delinquency rate. Stated differently, if most borrowers have a

thorough understanding of thefr repayment obligétions, the instizution s

more apt to have a low delinquency rate. .

TABLE 9.7 RELATIONSHIP BETWEEN BORROWERS® UNDERSTANDING OF REPAYMENT
OBLIGATION AND DELINQUENCY RATE .

............ « i -
Delinqhency Rate
‘Item: Do borrowers gain .
a thorough understanding Low Intermediate High
of repayment obligations (bottom * (middle . (top
in exit interviews? ' quarter SO percent) quarter). -
Ye's, in most cases 78.12 . 72.3% 66.8%
Yes, in some cases 18.5 21:0 f24.5
No - 2.1 4.7 4ol
No responge 1.2 1.9 A
TOTALS ~ | ©100.0 100.0 100.0
Chi square = 16.1; ﬁ‘g_.Ol with 6 degrees of freedom o .

-One of the purposes of exit interviews is to gather infermation

[

from NDSL borrowers before they leave tle institutfion that will assist

in future trécing of borrowers’ addresses.

.

the questionnaire for institutional fiscql officers to determfine whether-

tracing Information was gathered as a part of the exit interview, the

type of %ﬁformation gathered, and the relationship between the type of

information gathered and delinqueacy.rate.

‘\4 J l;?J . ) - . .

Two items were included in
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Table 9.8 shows that, regardless of their delinquency rates, most
N * - . ,
schools gather: information during the exit interview that can be used

-

in the future to ‘trace a borrower. Consequently, there were no statis-
A4

tically significant response patterns to this item.when schools were

, , , . ~ - .
classified by default rate. It should be noted thaﬁ{somé%schools that

>

conducted exit interviews may haﬁk.collected tracking information by some

" other means, such as the most recent financial aid application. -

TABLE 9.8 RELATIONSHIP BETWEEN GATHERING INFORMATION TO TRACE
BORROWERS AND DELINQUENCY RATE

‘interview. . - ST

LY I’
. *
¥ f . S Delinquency Rate oy
. - . Mo
Item: Are exit interviews _ .
~used to gather information ’ Low Intermediate High
for future use in tracing (bottom (middle (top
borrowers? - quarter) 50 percent) quarter)
Yes e 94.5%. 91.9% 9342
Mo ., . ' £.3 7 \% 6.0 . 2.9.
.‘ ‘_.d . . -~ - .‘ \ '5' e ) - . ' -
Do e . Cod ’ )
- No response . g . . 1.2 \‘\\_,/.2.1 ' §§6;~
'\/(-'_-r_omr,s L _ ‘10050 . ¢ 100.0 ¢ 10020
- »Chi square = 8.05; p < .09 with 4 degrees of freedom.
. “ _ (’ +
°. Flscal offlcers were asked whet?er they usua%i; gathere& parents~
_ v

or guardians ‘addresses during the exit 1nterview. The results of the.

responses to thi§ ques;ion are presepted in Tﬁble 919. It shpuld-be noted
that the chi-square value is not éta:is;ically significant a@ethe .05
o r . - . . v

level. It appears that’ there was no relatlonshlp betwecn éellnque-ﬂgb

and obtaln}ng\the addresses ofnborrowg;s parents-duqing

o R o .{;J:r';j o . -Q'. o L :
. ; % ) 3 Ja : . - .s.->'./.>--.'c ) .
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"TABLE 9.9 RELATIONSHIP BETWEEN OBTAINING ADDRESS OF BORROWER ‘S RARENTS
B £ ~ AND DELINQUENCY RATE 3 . L ]
7 - -
Delinquency Rate ,
Item: Is parents” - ° Low -, Intermediate ¢ High
address gathered ‘ ' (bottom (middle (top
during #fit interview? ' ‘quarter) 50 percent) . quarter)
- -TTTTT P .
Yes 98.2% - 95.6%- 94.9%
) R

No _ . 1.8 3.2 2.9
No response . 0.0 1.2 Y 2.2 o~
TOTALS Z0U.U K 100.0 100.0

-

Chi square = 8.3; p 5 .09 with 4 degrees of freedom

N Fiscal officers were also asked whether they obtained the ;ddress
. »J

at which a borrower could te reached for the first’ billing. As se’epf in

. Table 9.10, regagdless of dellnquency rate. most schools did cPllgct
- . this information. . v . :
‘ - ” . ~
Yoo e T .“ : Y - T _ —

TABLE 9. 10 RELATIONSHIP BETWEEN OBTAINING BORROWER S ADDRESS AND
DELINQUENCY ‘RATE ’ .

[ 4 > . ‘ . "
== .
Delinquency .Rate "

_"

- . B3

. ‘“~Item: Is -address obtained

at which borrower may- ‘. -Low Intermediate ° High
SR i (bottom ) {(middle ' (top
. ' . - quarter) 50 percent) .° _Quarter) - .
T er.6x . T 96.8% . 7. 95.3% .
. . ° b . 2 . . : '
204 1 205 . ) 209 )
No response L 0.0, 0.7 - 1.8
e o . . - 2 . .
TOTALS - AV © 100.0 100.9 . ' 100.0
P —
-_Ch'i.':sq.xyire"»?.ﬁ‘p’_% .-15: wi'r.tz;‘-a_. degrees of fre-ed‘om _
‘i - ..‘:/ -“} - );- E oo ! .‘ ;:\j" : -.\: : ° ~.' ;.‘.--- ’ . . X T =’
£ ‘_ s v }.1 ;: _ ~ :\-.)
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h *Obtaining the addressee of references given by a borrower seems to

‘bear little re'la'tionship to a' school'-s delinquency rate. Table 9.11

-

- indicates that'apptc:_ximate_ly 70 percent of the schools did obtain

?

addressés of references; gchools in the high delinquency rate group were

¢

even mdre likely than thq,se with low delinquency rates to obtain addresses

-
LS

of references. . - .

~ . @ . :
. . «
. .

td

. TABLE 9.11 RELATIONSHIP BETWEEN .OBTAINING ADDRESSF') ()F REFERENCES AND

) . i e DELINQUENCY RATE . S
& : , s _—
o ‘ ' 2 Delinquency Rate . .
, - .‘. - = . '- .1_-__‘__.. * .» - - —
. “Item: Are addresses . ‘ ‘L .« S .
. of referentes - e . Low .+ ¢  Intermediate . High
- obtained? . /” (bottom quarter) (middl? 50 percent) (top quarter)
-pt Yes e '7o.szl o 6r8% - ‘7L19Z S
NO \. ’ ’ .. 2803 ‘.\: . ) / 3006 ’ - :: « 26}“3
No resp;ons'e ‘ 1.2 . ‘1'.6' ’ - 1.8
- - ToraLs ~100.0 100.0 ) £ 100:0

1 Chi square = 2.24 p <*.5 with & degi'eeg of freedom

No ‘more than 60 8 percent of the schools in-the ETS study obtalned

7é
“addresses of "the bor.rowers banks in their communities. Table 9.12
reveals no clear pattern among schools”’ responses to this item when they

Al

were classified by delinquency rate.

~
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TABLE 9.12 " RELATIONSHIP BETWEEN OBTAINING ADDRESS OF BORROWER®S BANK
AND,DELINQUENCY RATE

Item: Do you

obtain the address A Delinquency Rate o
of the borrower’s
bank in.his or her Low Intermediate High
‘home community? (bottom quarter) (middle 50 percent) (top quarter) ~
Yes i 60. 8% | 54.1% g 57.3%
No~ - : 36.2 ; 43.4 . 39.4
No response 3.0 2.5 3.3
{
TOTALS } 100.0 . 100.0 . -4 100.0.
-Chi sqguare = 5.0; P < <29 with 4 degrees of freedom ~

R . ) . .

3 . Y -

')’_. . . - ' N
Approx&q&fply two-tHirds of schools in the ETS study did not

obtain the address of a borrower’s church, but there appe¢afs to be no

-significant - alationship Betweeﬁucollecting this information 'and delin-
A

quency rate’ (see Table 9.13)

. N

. - ‘g

TABLE 9 13 RELATIONSHIP BETWEEN OBEAINING ADDRESS OF BORROWER S CH&RCH
AND DELINQUENCY RATE

- ——— -

Item: Do you.obtain Delinguency Rate
the address of the
borrower”s home Low Intermediate - ‘ High .
church? (bottom quarter) (middle 50 percent) (tap quarter)
Yes .29.2% - . "26.3%7 < 29.2%
No . S 66.6 . 70,1 _ 65.7
" No response . 4.3 - 3.7 ' S.l
. AR
. . : . ) é
TOTALS _ 100.0 - - 100.0 . . 100.0

Chi square = 2.48; p 5.:5 with 4 heg}eés'of‘ffeédom'

154
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Approximately half of the responding schools obtained the address of

a borrower’s present employer. Again, the data do not suggest.a relation-

ship between obtaining this information and delinquency rate (see Table
3 . L0

9.14).

TABLE 9.14 RELATIONSHIP‘BETWEEN OBTAINING ADDRESS OF BORROWER’S
PRESENT EMPLOYER AND DELINQUENCY RATE

Item: Do you

obtain the address ‘ .
of fthe borrower’s Low Intermediate High

(bottom quarter) (middle 50 percent) (top quarter)

P
present employer?

"~ Yes _ 50.8% 52.7% 49.3%
. No a L 44.1 41.7 46.0
No response - © . 5.2 S.0 ) 4.7
TOTALS -~ 100.0- 100.0 1100.0
. vh}
LChi square = 55 p > .5 with 4 degrees of freedom
O |
Teacher Cancellation, Deferment, and Delinquency Rate ° -

’ -

The National Direct Scudent Loan Program alloGs étudents who are

P

teachers:in ce}tain_types of schools to cancel portjons of theif loans.
, : ‘

To realize this behefit, however, borrowers who teach must file a rehuest
_ B

for teacher cancellation form each year with the igstitution. _Borqgwers

-

swho qualify for the teacher cancellation benefits but,do not file the

request in a timely fashion are considered, for accounting purposes, to be

in arrears. _Thus, one ,would expect schools that encounter difficulties

with :imely-éubmission of these-réQBests to have somewhat higher delin-
quency rates than those whose students request cancellation 'in a timely

fashion. Moreover, the administrative arrangement a school uses for
. . »~

é
o

. I

'(J]

Delinquency Rate . _._.__. L



S

receiving requests for teacher cancellation would be expected to have some

relationship to the delinquency rate.

~ Institutional fiscal officers wer!'asked as part of the ETS study

about their administrative arrangements for receiving requests for
rd ( ) \ -

Ceacher-;ancellaciOn. They were asked whether the Request for Partial
Cancellation of Lban (RPCL) form was sent at least once a year to all
NDSL bdfrowegs, whether this form was seﬁt at least once.a year to
borrowers who had taught during the preceding year, and whether borrowers
were instr;cced to request the form from the school if they met eligi-

bility requirements. The results of the responses to this item are
. -

.

[

¢lassified by the schools” delinquency rates and appear in Table 9.15.

Inspection of the table indicate® a highly significant relaciohship

.

etween the administrative arrangement for receiving cancellation ferms

and debinquency rate. Schools with lowrdelinquency-rates were more likely

to send the candgllaéion form to borrowers who had ‘taught the preceding

yeér; they were a}post twice as likely as the high,dglinquency rate

- C -

schools to uciliie‘this.particular'adﬁiﬁiscrative procedure for receiving

réquests for teacher cancellation. Schools that expected NDSL borrowers

‘to request the cancellation forms were more likely to have higher

default rates. These findings suggest that the more effective method for

: ' C. i - < .
receiving teacher cancellation requests, when measured in terms of .
i - - ) '

delinquency rate, is to send the form only to borrowers who taught the

preceding year.

In their questionnaire, fiscal cfficers were also asked about their

administrative procedures for receiving requedts for .deferment. Like

teacher~scancellation requests, requests for deferment -- if nat submitted
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in a timely fashion -- have a qgiétcrious effect on a school’s delinquency
rate. This-is true because students who are eligible for deferment but

fail t® swbmit the proper forms are considered delinquent for accounting

. \ - )
purposes. . : rﬁ/

L. e

——

TABLE 9.15 RELATIONSHIP BETWEEN ADMINISTRATIVE ARRANGEMENT FUR RECEIVING
TEACHER CANCELLATION REQUESTS AND DELI%QUENCY RATE

v

Item: What . q

administrative

arrangement is —---.vDelinquency Rate._ _I_

used for receiving

requests for Low . Intermediate High
teacher cancellation? (bottom quarter) (middle 50 percent) (top quarter)

\ )

RPCL sent at
least once a year

to all terminal '
NDSL borrowers ) 13.17% 16.7% 20.8% \\

RPCL sent at P

least once a year ) o
to _borrowers who . : N
taught the *“

'y

preceding year . 43.5 . 36.7 - 23.7
Borrowers - e
instrugted to g
. request RPCLs ' e \

from the schiool 30.1 34.0 <. 47.4
Other~. -~ ) 706 8-2 5.1

No response - 5.8 4.4 2.9

TOTALS - 100.0 100.0 o 100.0 ,
Chi square = 41.2; p < .001 with 8 degrees of freedom .

The résglts in Table 9.1€ indicéte that schools with low delinquency

. ~,/ . .
* - rates:;were more likely to sendl the Reque$t for Deferment Fo:g (RDF) at

-

least once a year to all borrowers,for to thosggr\?ers who’payments {

-~

157
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had been deferred the preceding year, than ywere schools in the Bigh

delinquency rate category.: The latter schools typically did not send

this form to any borrowers, but instead relied on the borrowers_to

request {it. These results suggest that schoals that took the initiative

-

By sending ddferment forms to borrowers Wwere more likely to have lower .

delinquency rates than schools that expected students to request them.

TABLE 9.16 RELATIONSHIP BETWEEN ADMINISTRATIVE ARRANGEMENT FOR RECEIVING
REQUESTS FOR DEFERMENT AND DELINQUENCY RATE _ .

. ‘ ®
-Item: What 1is the” Delinquency-Rate
administrative
‘arrangement for
receiving requests Low . Intermediate High .
for deferment? ‘i.‘“\ (battom quarter) (middle 50 percent) (top quarter)
RFDs sent at 2
least once a year
to all borrowers. 15.22 17.0% 20.5%
RDFs sent af least .
. once a year to 3. : . g T
" borrowers whos® pay=- . , i
ments were deferred
the preceding ‘year 33.7 28.2 . 20.5
RDFs not automatically
sent; borrowers.must » .
request them 39.2 45.3 , 50.5 °
Other . 6.1 6.3 €.5
No response 5.8 3.2 2.9
TOTALS | ‘ 100.0 100.0 100.Q0 -

Chi square = 20.87;-p_5 .008 with 8 degrees of freedom

)
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Admigistrative Follow-up Procedures and Delinquency Rates

About half the schools in the ETS study utilized electronic data
piocessing equipment to prepare bills for NDSL borrowers. It would seem
reasonable to expect Tthat schools preparing NDSL bills by computer would

be more-likely to have lower delinquency rates than those that prepared

bills manually. The results in Table 9.1:k:;/gpt support that expec=

tation. The chl square of 9.09 is not sta stically significant at the
.05 level. Table 9.17 shows that schools in the low delinquency rate
category were somewhat more likely to prepare bills manually than were the

high delinquency rate institutions, and that high delinquency rate schools
were somewhat more L}kely to use computer hilling. These tendencles are

not statistically significant, however. N

4

TABLE 9.17 RELATIONSHIP BETWEEN METHOD USED TO PREPARE" BILLS AND |

DELINQUENCY RATE ™.
Item: Are bill® for - . Delinquency Rate __ . _______ __
v ur NDSL borrowers T . ’
prcpared manually - " Low Intermediate High
or by computer? (bottom quarter) (middle 50 percent) (top quarter)
Manually 54.1% 45.0% 44.9%
By computer 44.4 : 52.9 - 54.0
No response . 1.5 o 2.1, 1.1
TOTALS 100.0 100.0 - 100.0

Chi square = 9.09; p < .06 wf¥h 4~degregs of {reedonm

Within the past sebésal years a number of commercial firms have

developed and marketed services tailored to institutions to assist them

N

in preparing.bills for NDSL borrowers. One of the items on the

|2
N
o
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-+

questionnaire for fiscail offitera asked if the school was using a
coerrcial billing service on a regular basis. Inapeccign of Table‘9-18
1nd1catés a highly significant (p less than .00l) relat{onship between use
of a commercial bill;;g service and delinquency rate: 27.4 percent of the
schools with low delinquency rates used commerc?al billing services
compared to 48.9 percent of the schools with high delinquénéy rates. One
might have expected a reverse finding; that ﬂs. because commercial billing
servigés specialize in pfeparing bills in a timely ‘fashion, it might be
assumed that scggbls using billing services woéid have had 1ow§; delin-

quency.rates. The finding that schools with high delinquency rates were

almost twice as likely as schools with low rates to use these billing

services could be explained if schools with poorer collection records

tended to contract with.éommerciai_pilling services in'an effo;tffo
improve their collection :ecords. On the other hand, the finding may
represent a feeling on the part of schools using billing services that-

they have exercised due diligence and therefore pay little further

TABLE 9.18 RELATIONSHIP BETWEEN USING A COMMERCIAL BILLING SERVICE

AND DELINQUENCY RATE

|
Item: Are you using Delinquency Rate
a2 commercial \billing 9 ,
service on a Low Intermediate High
regular basis?\ (bottom quarter) (middle 50 percent) (top-qu?rter)

Y i "\

Yes _ 27.4% 40.42 : 48.97%
No 71.7 59.1 51.1
No response 0.9 .- 0.5 T 0.0
TOTALS 10C.0 100.0 100.0

Chi square = 32.13;p < .00l with 4 degrees of freedom

164
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attention 'to this phase of loan ndmlnistrat}.‘:n. Nefther of these

’ hypotheses can be confirmed nor rlejccted from chc‘ data at hand. : e
Fiscal officers were also asked how frequently bills were sent to

NDSL bo?rowers; their responses, classified by delinquency rate, appear

in Table 9-15- The results bf this analysis indicate that there is no

. significant relationship between delinquency rate and billing frequency,

although some trends do seem apparent. Schools witﬁu’h¢ best collection
. e ~
: records (that 18, with low delinquency rates) were more likely to send

bills on a quarterly basis than were those with poor collection records.

Adbout t30fthifds of the schools with good collection records billed on

a quarterly basis, compared to 60 percent of the schools in the high
- , ’

delinquency rate group. This finding tends to confirm the finding in an

unpublished study of NDSL borrowers by Richard Tombaugh that borrowers

paying less frequently were more likely to pay on schedule and have lower

delinquency rates :than those paying more frequently.:

~

TABLE 9.19 . RELATIONSHIP BETWEEN FREQUENCY OF BILLANG AND DELINQUENCY RATE

. . Delinquency Rate
Item: How frequently -
do your NDSL borrowers Low . Intermediate High
receive bills? (bottom quarter) (middle 50 percent) (top quarter)
Monthly _M6-1% 20.8% ' 23.47%

Bimonthly _ 0.0 J 1.1 - Lﬁ\\\;.

hl

1
Quarterly ' 66.3 64.3 60}@&1 :
Other | 6.4 5.8 6.9,
N 1.2 7.0 _ 8.0

No response -

TOTALS . 100.0 100.0 , . 100.0

-

Chi square = 13.09; p < .11 with 8 degrees of freedom (not?gignificant)

HE .
.- 16
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The lQé?\NbSL manual of policies and proceduresn céuuaum several
sample lertters that (neatitutiona may elect to une t;’rcmind delinquent
borrowers that they are i{n arrears. One of the items {n the quckt;onndirc
for fiscal officers agsked how many times dcl&nﬁuvnt borrowers weTe
reminded b?foté legal Action was consfdﬂrcd. Thcit*réspoﬂsv&. cate-
g9r1;ed by delinquency rate and reminder f{requency, appc;r in Table 9.20.
Schools .with lou'dclinquency rates were more apt to send fivcﬁqf mqfe
reminders to delinquent bofrowets than Qere schools with high Aelin—'
quency rates. Among schools with low delinquéncy rates, 2.9 percent

sent five or more reminders.

TABLE 9.20 RELATIONSHIP BETWEEN REMINDER FREQUENCY AND DELINQUENCY RATE

-

Item: How many times

are .delinquent Delinguencv Rate o
borrowers reminded
before legal Low Intermediate digh |
action is considered? (bottom quarter) (middle 50 percent) (top quarter)
None 0.02 ) 0.0% 0.0%2
: -

One . 0.0 R 0.4 1.5
Two ' 1.2 . 1.9 . . 3.3
Three T 16.7 15.2 . 23.0
Four ~ \\\’//// 13.7 ' 15.8 . 9.1
Five or more ' 62.3 61.5 . 56.2 '
No delinquent accounts 0.9 : 0.7 : 0.4

5.2 4.6 6.6

No response

TOTALS 100.0 ~100:0 100.0 2

Chi square = 25.7; p < .01 with 12 degrees of freedon
@
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A number of schools participating in the NDSL Program turn delin-

L L . .
Qugnt accounlts over Lo collection agenciesn. Some schools use collection

~
agency scrvices for all delfnquent accountas, and others turn over only

hard-core delinquent accounts. Table 9.21 prescnts percentage distri-
* ‘ ' r. K ‘ ' .
but {ons by delinquency rate of the responses to the question about use of

outside collection agencies. As the table indicates’, schools with

. - ~
high delinquency rates were somewhat less likely to use outside collection
. .

agencies for some or all of thetr delinquent accounts than were schools
<

Wwith lower delinquency rates.

-

TABLE 9.2 RELATIONSHIP BETWEEN USE OF AN OUTSIDE COLLECTION AGENCY AND
DELINQUENCY RATE .

Item: Do you use , Delinqugncy Rate

an outside collection ' - . . .

agency for delinquent Low - . Intermediate High
accounts? .+ 20.:om quarter) (middle 50 percent) (top quarter)

—— e

Yes, for all

delinquent accounts 21.6% 26.97 30.2%
Yes, for hard-core ;

delinquencieés only 46.6 46.3 35.1
No ' | 31.9 26.8 34.7
No response : . 0.0 0.0 0.9
TOTALS ‘ ” 100.90 100.0 100.0

Chi square = 14.73; p < .006 with 4 degrees of freedonm
L]

<

The law governing the National Direct Student lLoan Program allows
lending institutions to assess penalty fees for loans not paid ‘when due.

In the case of a loan that 1s repayable in monthly installments, an

-
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ifnstitution may charge $1 for the tirst month by which the (nutallment

. ]
-~
-

ot evidence in late and $2 for ecach month thereafter. Im the case of
» ~ ‘Loans with bimonthly or quarterly rcpnymcnt'!ktcrvaln. $3 and §$6 may be .

charged, reupcctl;ely.

The ETS questionnalire asked fi{scal otficers whether delfinquent

borrowers were assessed penalty charges. Responses to this {tem are

cross-tabulated by delinquency rate in Table 9.22. The duata {n this

.table suggest that there {8 no stntlstiéallx.slgnificant;tclatUnmhip

.
.

between delinquency rate and assessment of pcnalty bhdgges. . .

. . .
£ : < 2 .
. N >

TABLE 9.22 RELATIONSHIP BETWEENTASSESSMENT OF PENALTY CHARGES AND
DELINQUENCY RATE ;

- ' Delinquency Rate

Item: Are delinquent )
borrowers assessed Low - Interoediate High

penalty charges? (bottom quarter) (middle S0 percent) (top quarter)

Yes . 21.92 - 23.02 21,52
g No 75.1 S 73.7 74.8

No response | 3.0 » 3.3 . 3.6

TOTALS 190.0 100.0 ' iEp.o ‘

Chi square = 0.45; p < 5 jith 4 degrees .of freedon

)

A number of schools participating in the NDSL Program prohidit the

release of grade transcripts for delinquent borrowers. Table 9[%3

indicates that this action is significantly related to delinquency°

schools with low delinquency rates were more likely to prohibit

release of grade transcripts for delinqueat borrowers than were schools

-

rate:

with high delinquency rates.




< . - 1 . . s - T A -
- N :
- Y - - - . #r
. ‘ - - -~ - - . ..
- ) o~ g L m
.. ® - e o . l ./5- .
. P L SRS <L -
- > RS .
L% - - - : Vo :
- - R ~
> B Ll : . ‘ .
~ . P2 . : . -~ b
N - - g -
A B . -158-
.

BN T L S .. -

TABLE 9:23 RELATIONSHIP BETWEEN PROHIBITING RELEASE OF GRADE ot
TRANSCRIPTS AND DELINQUENCY RATE ' ]

. Items DO'ypu_pro-- . ;?f' LR . A

hibit the release - T Delinguency Rate L
‘of delinquent AR , T
borrowers® grade - Low - Intermediate High - //T
transcripts? . (bottom quarter) (middle 50 percent) (jyop quarter) .
Yes 1 - ez . 72,92 [ 617

No 28.3 26.9 36.1

No response ‘ - 3.6 2.3 . _ . 2.2
_TOTALS | ©100.0 . . ’<.100.0 100.0

Chi square = 13.4; p 5}501 with 4 degrees of freedom

T . @“ﬁ o .

L3

' 3 - . .
Fiscal officers were asked if they seng\fd_delinquent borrowers
sgrong letters suggesting that Yegal action would be taken. ‘Nea:iy
" - equal pgrcentages;bf schools in all "three delinquency rate categoiiés

N . . i
3 - ) . 3

. . L. - ' - )
. e ~
=
.. . > - .

v

TABLE 9. 2& RELATION BETWEEN SENDING THREATENING LETTERS . .

. AND DELINQUENCY RATE .Y ,
Item: Are delinquent R ‘. ) -
.~ borrowers sent sttong L - - :
letters that suggest - Delinquendy Rate
~egal action may ~ Low Intermediate - - =~ High
be taken? ) 7+ (bottom quarter) (middle 50 percent) (top quarter)
= : - - - - - - -
s o " 88,87 . 88.8% . 85.8%
- No ) " N . 7- 3 : " . 8.9 o ‘ li- 0
‘ . o, - _ ) RN
No response - ~ N . 4.0 A L 2.3 L 2.2
N e I . - ' e i
TOTALS - o ’ 100.0 .- 100.0 . 100.0

o . ..
Chi square = 6.5; p < .17 with 4 degrees of freedom

-

“

e )
‘ had
T 1‘7\» N
. X
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responded.that they did send letters.threatening?legalaaction, but there
J
appears to be no significant trend’ among schools w1th various delinquency,‘

rates. This does not'necessarily imply .that the threat of legal actlon is

ineffectlve. 'Rather, it merely indicates that there were no significant .

“~

""differences among institutions classified by’'delinquency rate in their,

.

ft’ency of using this provgedure.

In addltlon to: asking flscal officers if they threatened iegaI{

action, ‘the questionnaire asked whether they actually turned accounts A,
- .
over to lawyers or collectlon agencies. As-seen in Table 9 25 there-were S
. o
no 51gn1f1cant differences among the patterns of responses to this item

-

for scheols in the various delinquencj groups.

7

TABLE 9.25 RELATIONSHIP BETWEEN TURNINC ACCOUNTS OVER TO A LAWYER OR
COLLECTION AGENCY AND DELINQUENCY RATE .

PR

a -

Item: Are accounts!’ v - . S o
of delinquent N e ‘ T o 4 - o - )
borrowers turned . - " ‘Delinguency Rate e _ I
-over to.a lawyer - . . _ o o T o ,
or collection . . « Low Intermediate o ngh . T
agency? o (bottom quarter) (middle 50 percent) (top quarter)
Yes D ¥ T - 6. oke T 7704 C o 69.77
k No: : o 20.1. 27.4 )
No response . 2.5 - R |
E O _ _ o . .
TOTALS -~ . T 100.0 . 100.0 . ©100.0 .
- . . - * . - St . ) " . " ¢ L © 4.
_ : : _ . ¢ .

Chi square = 6.25; p < .18 with 4 degrees of freedom T SRS

Schools participating in the NDSL Program may, at their option;,
' charge delinquent borrowers costs for collection. Amopg all the schools
S .in the ETE stuay, only about one-quarter exercised this option,(see

\ . r

- : ' .1 ™

(GH)
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RS S
Table 9.26). The practice of eharging collection costs does not seem- -, s
‘to discriminate between high and IOW'delinquency'rate schools.

e

" TABLE 9.26 ‘RELATIONSHIP BﬁTWEEN CHARGING DELINQUENT BORROWERS COSTS
FOR COLLECTION AND DELINQUENCY RATE
s .

- Item: ‘ ’inquent . - T Deélinquency Rate ‘ﬁ
. " borrowers tinely : - T I
charged for the _ Low ~ Intermediate . High
costs of collection? (bottom quarter) (middle 50 percent) (top quarter)
 Yes | - 26.1% \.25.67 27.7%
o - o ' » o .
No . o . - 68.7 ‘ 68.6 65.7
No response ’ - 5.2 o 5.8 ' 6.6
TOTALS - 100.0 . 100.0 100.0
Chi square = 1.09;vp.§ .5 with &4 degrees of freedom - I

~ v

The NDSL Program also allows“participating'scho&ls to permif bor—

- “

'\ ruwers ‘to make part1a1 repayments if they face extenuatlng c1rcumstances."

e Ve
.(.- k4

o ‘Thi.pata in Table 9 27 1nd1cat that 81.8 percent of the respondlng

schools wlth low dellnquency rates, 86 percent of those with 1ntermed1ate
) ' /’ k -
delinquency rates, and 79.6 percent of'tQOSe with high delinquency;
rates permitted borxrrowers to make partial payments. These data, however,
“show no significant relationships. - : . o

-

o _ The law governing the NDSL Program enables lending institutions to .
", . . . . L.
, -'require borrowers to make minimum repayments. Institutions may require
. ) . ' - Y ] .

'“-tpayments of_principal and interest by the borrdw%r at a rate edual_to

. 6 N . . - . N - N . -
not less than $30 per moath. A majority of participating institutions
did‘redniré'minimnm repayments on NDSLs, but there appears to be n'o
’ . . - . " .. . . s . ' -
significant rekationship between this practice and the-schools’ annual
e ' :
14

) - | .lf3?’

Y

B TN
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. TABLE‘Q.Z? RELATTONSHIP BEIWEEN PERMITTING PARTIAL REPAYMENTS AND
et 0  D§LINQUENCY RATE

p: - _ ' .'-, - Delinquency ﬁ&:e'- -
Item: Dé you permit - »Léw S | iﬁtermedigté . ‘Zgggg ‘
.partial ;epayments?. (bottom quarter) (migg&é’SO percent) (top quarter).
Yes L 81.82° 7 sz T 796z
No ' o . . -10.6-f L 8.1 Y 12.8 .
\}‘Unaware of optlong 5.5 L 4'- 4.4 | .i; | _%.2 |
. No response . =~ 2.1,‘_ . 1l.6 .  1_ 1.5
TOTALS - ‘  " 100.0 ;ign‘ 100.0 - . LlOd.O L

o . .. . J
'Chi square = 7.24; p < .30 with 6 degrees of freedom

“ -

delinquency rates.. Some 78.7 percent of the schools with low delinqdency
oL e F e . Ce )
‘rates requited: minimum repaymént, compared to 81.8 percent of schools with
. . L~ ; . . z { ]
-t e . ) v R = ; :
- intermediate rates and '78.5 percent of schpols_with?high ratess

Do

TABLE 9. 2& REL: T TONSHIP BETWEEN REQUIRING MINIMUM REPAYMENTS AND
DELL:QUENCY RATE

-

Item: Do‘yoﬁ ' . belinquency Rate
require minimum - . '
 repayments on "Low . ‘ Intermediate High
NDSLs?. \ S (bottom quarter) (middle 50 percent) (top quarter)
S Yes " i;8.7z : 81.8% - - 78.5%
No - 16.1 14.4 14.6
*» Unaware of option - -0.6 0.7 1.5
"7 No response 4 4.6 " 3.2 5.5
TOTALS - 100.0 ~ . 100.0 - 160.0
'- N N o’ . . : ' . o _ :7 [ C
Chi square = 5.08" p > .5 with § degrees of freedom S, e ﬁ:
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At the time the ETS survey was conducted institutions had /he option

-

of allowing installmen; payments to be deferred for a period not to exceed -

three years ‘while the borrowertyms enrolled in an institution of higher'

SN

»> ! ! . .

‘education for_less-than_half-time'study, taking courses creditable

-groups-indicated that they allowed deferments for part-time students.

-

toward a degree. About two~thirds of.the instftutions in the study
kS ‘ 4 5 .

indicated that Ehey«deferred’repsyment for part;time students. As

shown in Table 9 29, however, "this seems to have little relationship__

' to delinquency rate. Nearly equal perbentages of respondents in the three

¢
v

T

TABLE 9 29 _ LATIONSHIP BETWEEN DEFERRING REPAYMENTS FOR. PART-TIME
UDENTS AND DELINQUENCY RATE -

Item: . Dovyou defer L " Delinziency Rate - .

. ‘repayments for o . . 't : )

- part-time - A Low _ . Intermediate 7 High
‘students? o (béttom quarter) (middle 50 percent) (top quarter)
Yes - 65.7% « 68.5% 62.8%

No C. 2443 - ‘23.1 25.9
Unaware of option 6.1 _ T os.1 8.4
No responée 4.0 3.3 2.9
.TOTALS | ©100.0 100.9 _ 100.0

Chi square = 5.36; p 5..5 with 6 degrees oﬁ freedom

Institutions participating in the NDSL Program may also elect

to defer repayment in'hardship cases. The-data in Té%le 9.30 shew.a

'signifidant_relationship‘between schools classified by delinquency rates

o

. N " . y . . o
"and -their responses to this item. Schagls with 1ow delinquency rates

. . . . . .
were slightly. more likely to defer-repayment in hardship cases than were
/ C. ’ \' N ) B
I | - |
'\
. 1 g2
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TABLE 9.30 RELATIONSHIP BETWEEN DEFERRING REPAYMENTS IN HARDSHIP

. CASES ANﬁ DELINQUENCY’RATE - “
Item: Do you - - ' De'lihquericy Rate®- ., - ¢
. defer repayments ., 4 ' ' - ST
-"in hardship _ = Low . - o.Intermediate =~ - ‘High #
.cases? ST (bottom quarter) (migdle 50 percent) (top quarter)
Yes - - . 5§‘97 R I N 6722
B 5.3 R T S 20.4
. Unaware;?f option . 8.5 x 6.7.. I ~10.6_
No response . x> 4.1 - . -3.9 ‘ - 1.8
TOTALS - . 1000 - - ~100.0 ' i " ..100.0
X . . . L. K . R . .

Chi square ='lA.28§-p:5 aOZ‘witHZG deéréeé of freedom -'~f
L

schdols with high delinquency rates. It should be noted that almost 11

- percent of the:schools with high- delinquency rates were unaware of

this option. B A

Partigl "Effect" of Administrative Practices on Annual Delinquency Rate

T The preeeding analysis of the relationships between administrative
practices and delinquency rates revealed that -some practices 'were signi-
ficantly related to idstitutionar/;elinqqenéy rates in 1972—73. However,

the order of importance of the various practices as they relate to

definquency rate was not established, and is the subject of the analysis

~X

that follows.
In an attempt to. determine the relative importance of various

administrative practices and their independent relatiponships with default

. : : S o
rate, a forward stepwise regression analysis was undertaken. The depen-

‘ -4, , - 5 . . .
dent variable in the analysis was annual.delinquency rate, expressed
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as a percentage for each ;nstigutioﬁ in the ETS study. Least=-squares

- S -

A .

pérametérs'wgre computed £or. eighteen 1nde§eﬁdent_§ariab1e§.

regression equation énd‘rgiateq statistics appear in Table 9.31.

Table 9.31: - .

The follqwing;cbnclpsionS'can be d;awh~on the basis of the data

.-
[ ]

-

The F Ratto for the

hY

sigdificant regressign toefficients. - o .

<

The mqltiple'coinélaﬁ;on for the irddependent Vvariables 4in
R S ' ' '

the regre§sion equation was .42.

The-most pbwerful single predictor in the battery wag being a

two-year ihstitution, followed by use of a billing service,

being a puBlic institution, and conducting exit interviews

. with students who drop out of school before completion of

-

>,

their studies. .

-

The regression coefficient of 9.54 for two-yeat institutions

indicates that the mean annual delinquency rate for schools
F

. / :
in this g?ﬁup.was'9.54 percent higher than for other types

Y
S

of institutions, after controlling for administrative

practices represented in the regressions model.
- w s . .

délinquency rate A«i9,percent higher than schools not using

billing'services, after control;iﬁgﬂfor other administrative

LS ' ;
practices represented in the model. "  This finding lends

.
P S

N .. ) . -

 rqgression'§éb.highiy significant
(p <w0l). O . I S “\\“>£5.'
< TN | NN

Eigh}‘of the independent variables had statistically-

‘Igétitutions that_usgd commercial billing services had -a mean '

The
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TABLE 9.31 REGKESS?ONlCOEFFICIENTS AND RELATED STATISTICS FOR THE PREDICTION
OF ANNUAL INSTITUTIONAL DELINQUENCY RATE FROM EIGHTEEN INDEPENDENT

VARTABLES . ~ L ;
- I  Multiple R = .42

F Ratio~" = 23.84"

2

e
L}

.Ihdependénf_ . Regression "~ Std. Error:  Student’s Contribution’
Variable - . " ‘. Coefficient of Coefficient -~ ~t to R2
1. Two-year L r.,_,w
~ 4dnstitution 9.54 1.25. 7.61%* - 0.041
2. Used a billing .
- . service 4.79 ' 0.96 5.00%* .018-
3. Public )
institution 4.19 . . 1.03 4.07%% .012

.

4. . Had exit

-interviews with
most dropouts - -2.68 . 0.96 ~2.80%* .006

5. Turned delinquent
borrowers’ .accounts
over to lawyers

or collection ‘ . . .
agencies -2.82 1.05 -2.69%% .005

6. Discussed schedule -
of repayments with
most borrowers

in exit interviews -3.95 1.99 -1.98% .003
7: Monthly billing 2.92 112 2.62% .005
8.. Bimonthly billing . 12.39 5.09 | 2. 44%% .005¢
9. University s 1.09 .78 002

10. Had exit interviews

with most graduating _
borrowers . ~2.45 1.71 ~1l.44 o .002

*p < .05
**p < -01
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-The following éariables were dropped from the evaluation

because their contribution to R2 was less than .00l.

’

’ - ' . . . .
. C. . .- - . " - . .
= - . . . . . . -
. - .8

11. ‘Sent 1etters to delingpent borrowers threatening legal action

‘12. Quarterly bi%ling . ) - - ‘“T>' )
13. Cherged.delinquent borrower dbsts_for collection o o
. la. Used a, collection agency - ° o . : ‘\' . g
- . L ‘ 4 . . s ‘ol
. v—ls.“AsseSSed penalty charges o j ! .. ) \'_ .
r;16.. Probibited release of grad transcripts i1f borrower was delinqugnt.

. ’
17. Frequency of Send.ing reminder letters.

-

. . e B R LY .
- support to the hypothesis that schools experiencing more

ks severe collection problems tended to contract with billing

R

- T services. ) -
. N

~

( é¢ After controlling for the other variables in the model, the
meag anrnual delinquency rate forlpublic institutions was

4.19 percent higher than thbedellnquency rate for nonpublic -
L A

- . . ! ‘ . [

- s .
- -
. -

instltutions. ) _ : : ' ot
e After controlling-for the other variables in the modei,*

LY » .
3 . . s

Ithe nean delinquencthate'oﬁ schools~that'condugted exit

interviews with most'dropoutsoﬁas 2.68 percent lower than the -«

3

mean delinquercy rate of institutions that did not conduct

- . exit interviews with most dropouts. This finding underscores

“ .
. -

tHe importance of having exit 1nterviews with. dropouts.
- , . 4oL , v
. - N - .

L

7

173
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The mean delingueticy rate for schools,‘ac turned delinquent.

borrowers’ accounts over to lawyers$s or collection agencies

'i.ra_s 2.82 percent l'oi.rer‘than_ the mean delinquency rate for

o . .

T o co e . - . N
schools that did not use this practice; after. contr_olling' for

A

institutional type and control, and for other adxy?rr:’s_itr‘atﬁi\ie_

‘practices. g

-

After.‘\éontrolling for other variables .in the model, the
v % Y .

. - ) / .
mean delinqugncy rate of schools that discussed repayment
y . :

A . . . .

schedules with most borrowers.in the exit interview was 3.95

percent lower than the mean delinquency rate of éc’l’iools_ not

using this practice.
Monthly and bimonthly billing were Vas‘s‘o\ti'ated-with poorer

collection performance (higher delinquency rates) for schools

in the study. The mean delinquency rate for schools billing

-
- .

monthly was 2.92 percent higher than the mean delinquency
, ] ; .
rate for schools using other installment periods. Schools

billing on a bimonthly basis had a mean -delinquency"rate"that
v . e .

.

.w’éls more than 12 percent higher than the rate for schools

cusing other methods.. These two findings imply that qua-;f:'érly

-

billing is more effective than either monthly or bimenthly .

L ] K
: .

billing.- PR e e .

The-pean delinquency rate for universi

~
.

lower than the rate for other ty'pes" institutions, after

.
-

tiegs was 1.95 percent
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e The following \;ariébles did not have a significant partial

: . ‘ !
"effect" on delinquency rate:  sending letters tq‘borrowe;s

'-thx:enatening legal action, charging c’?:al'inqdent-bon:ow‘érs for
costs of coil.éction, using a collection agency, assessing
-penaity' ch;arges for late payments, proh‘ibitigg reiease of
grade t~rfanscr’ip£§ ,fon.“di_alinq_Uent.borrowers, ‘and frg_quéncy :
¢ with whici'x reminder letters were sent. ‘ o S ,

. - - . R . . - t
- In summary, it appears that poorer.collection experience (i.d.,

A

haﬁ,ing a high. delinquency}\rate) is asscmi'atéd with beir:xg a two-—yeé’lr
- institution, ‘usingua billing service, 'being-a p‘ubllic institution, and
billing on a u;onth]_.y or bimonthly basis. Better collection experience,
on the other hghd, is associated with having exit interviews With‘.students,
, who are droppir;g .out of school, turning deliqquent accounts o';rer.to either .
a law&er or a collection agency, 'dist:ussing the schedule of repa):meﬁ_tsg“
with the borrower as part of the'ex-.it interviex_;, ‘being é university, an;i

.

having exit interviews with g'raduating borrowers.

&
i
g
or
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. loans to postsecondary students. Funds ar} allocéted to states by the .

}states on the basis® of prorata ‘shares. of ar’nounts recommen‘ded by regional‘

: ' . CHAPTER 10 S

. ' . SUMMARY FINDINGS =~ o

»

The. EL Program . . . .

: ‘l'he \Iationa."l Direct Student Loan Program has grown in size from $3S

‘.

million in 1959, when it was established, to over $581.5 millipn in

1977-78. ' T - R ’
A : .

The pr'og;m provides low-interest (3 percent) long-term educational

v o /

A3

l

fede;al government on the basis of: em:olI.ment. and - t\? 1nstitutions within

-
»

.
- L - - ~
. .- : .

panels of financial-aild administrators. ' - g . -

Data Coiiectiy. - . )

~ ' - »

This study was intended to describe and'eilalua»te seven aspects of

the NDSL Progrv as it was administered in 1972 73: o.rgan.;.zation of

- g a : F

financial a\i‘d\pffices, packaging proce&ures, problqms in. selection og

:rec}ipient’s, the exit 1nterv1ew, billing and collection procedures, arrd

relét'ionships between administ.rative practices and 'de\fault rates. S
. . . ‘/_\‘ - _ - t _:_).

4 Separate questionnaires were sent to institutiomnal financial aid .
. . - " . . . . “ B

officers and to institutional fiscal 6ffi.cers.. ResponSe rates were 67 °

percent.,for financial aid officers and 70 percem for fiscal offic,.rs.-

-_;' ,'v

\ - The results of the study are\?pplicable only to the 1972- 73 auard

- v

.

'year, and-are not necessarily valid today.

™ ' . -

o

)
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Institutional Organization of NDSL

The administration of federal student’'afd programs was centralized

in one office at _95.6 percent of the’responding institutions in 1972-73.

Though centralized, this office had other responsibilities at about 60

"I'.-

' ‘ I IR
. percent of the 1nstitut16ns Surveyed~ Two-year, institutions were nuch
.- . Y

. &
less likely than.other types of institutions to have offices devoted

exclu51vely to flnanciallfid administration. S

Only about one=- qd!rter of the respondencs 1nd1€atcd that the office
responsible forjéelecting NDSL recipients.was also re5ponsible for billing
. ‘ - N - . )

almost 42 percent of the respondents reported that the selection, biiling,

- . . .
and collection functions were handled by the same office. The majority of

-

institutions in the survey (59.6 percent) bllled NDSL borrowers qua'te ly,

but- about 20 percent billed on-a monthly basis.

- . . M
. R +

. - Vexy few insti;utibns‘(ll.A percent) reported making extcnsive use

s fas L

- of data processing in thefr ffnancial did ‘operations for purposés other

than NDSL billing and collection. Almqst'half {&7;2 percent), however,
had computerized NDSL bilding systems in 197.2-73.

. One index of the organization and potential efficiency of financial
ey a - ! 0 e . .

j aid offices is the ektent to which administrative procedures have been
[} - 4 . .. .

developed in"written form. Between 40 and 50 percent of the institutions

) . . ) . ) i . . . = -
had not developed written p;ocedures‘for administrative aspects.of

. S . " . L . . e, e . L. -
the NDSL Program, such as packaging aid, clerical stepssin processing.

-

applications, reviewing need analysis reports, and rcvidWing’Fpplicantsf

. academic credentials. - S o - . .

.- \‘/’/ . 3 . ‘c' . ] . -

ERIC : 17?§  - |

Aruitoxt provided by Eic:

. " and codllection. An exception was private two—year'inscitutions,-where

“



- l1e7-

.

"With regard to'staffing; almost three-quarters of the institutions

had full-time directors of student financial aid. 7Fhe average staff,

~1 includthg the director, consisted: of 1.8 full-time professional pefsons,

//

E

. Q

RIC™. 7 T

whose. mean experience in financial aid was.three years. For NDSL billing

and collection activities, the average complement was 2.36 full-time

equi§alent administrative staff and 1477 full-time equivalent clerical

staff. : o | .

.NDSL Recipient and Packaging Patterns

- .

The ETS survey instrument contained case studies far three hypo-

thetical students: .an average student, a disadvantaged studert, and an

.

- ‘ \ - . ' - .
advantaged student. Financial aid administrators were asked to assign

hd ~

kY K . . .
a financial aid package to each student after determining their relative

. financial needs. The results of this exercise suggest,thaf, in 1972~73,

»

62,2 percent“of the institutions would have offered an NDSL to the

advantaged student; 83.5 percent of ‘the institutions wqyld‘have offered an

Nﬂ%& to the average stu&ent; and” 73.3 percent wduld have offered an NDSL

.to the disadvantaged student. . - .

‘The disadvantaged studemt would have received more in grant assis-
, q ¢ .
3

Y . L » M N .
tance. -22?3<advantaged student would have had the highest proportion of

n‘ed,ﬁep with all types of aid;.the average student would have had the

.

lowest proportion of need met with an aid package.

[ ~0

1{0: a detaiLed'deécgipLibﬁ of. each case‘study, Ség'ChaﬁtEr'A:and.

» ' -

. "Apperdix A. - ,

s - . 1;:,:
~ h - v'



t~

a

: ~168- |
‘ .

v | ' R ) ! .

Akbout 60 percent of the, institUtions surveyed used the CSS need

ana1y51s met*nod in- 1972-73; about 20 perc_ent used the ACT method.__ -

i With ‘respect, to prioritlzing NDSL aPpllcants, on the averag,e?

e

institutiofls gave this prefer—'enc_e-to t:he GGEd'iesc studentsy, ‘followad

-

by renewal applicants. ..

. Lo .- 2

v
»

4Instit‘utional Perceptions of P.roblems wﬂd of‘NDSL'S .

- -~

The NDSL &ward process, from the 1nstitutlon\s perspective, involves

raising the institution s ‘matching share of funds; 'determlning students
- - . :

eligib ilicys &etermining_ whicli‘ studepts -are dependent on, or independent

of, parental support; identifying eligiple transfer students; conducting -

e

interviews; determining students’ financigl needs; notifying reeipients of

‘e .
L~ -

'the.ir a'war'ds' -answering correspondente; obtain_ing loyalty oaths and

-

executing promissory notes, and preparlng opel‘gx:lons reports requ1red by'

the U. S. Office of Education. -

Over ha-lf_» the .institutions surveyed rePorted somé or considefable .

- difficulty in derermining\vihii:h studénts were indep.:'nde.nt, finding time .

z

-

n ' Tlye most prominent probler_g ==

. : . T = ' : Lo
to,‘cond:?'tE'nter'v"iews, preparing NDSL operations reéports, answering.

corr'es#.dence;v and finding time to revjew need analysis reports. Other

. o ) . 2.

-~

administrative aspects were troubles ﬁe_td less than haff>the respondents.,
termining independence of parental

su'pport@'—- may-be less'-of-""a .prof:lemi-t(lday in view of the, fact thaf USOE

* .

has subsequently developed a clearer’ def;,nicwn of criteria fpr 1ndepen—-

. . ) - e B T
dence.- - The other problem areas were thoge that placed competlng demanas
on l*lmlted pr#siopal staff time. ™ Ce el e = . ,
R ~ AP
L . ~ B _.\ +
,:" 4 . gy, .- - -~ 0‘ 4 .
- ’ . ) - . - '
g, " - N
T i - . . '
:}b c - . ’ v T “. ’ *
« ' 1’7’3‘. ? i .
. P o -t £0. e
P ® ’ ! Kk . A :{ :
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Almost without exception, financial -aid administrators were of

opinion that the NDSL administrat‘ive cost allowance should be increa

Aid administrators said that the administrative cost allow_ance', me_asured

. A

at thlf median, should be betq'een 5 and 6 percent of the NDSL fund (as

) -

' ;_'opposed to-4 percent). L o E S

-

'I'he Exit Interview . - D .

’

In 1972 73 institutions participat’ing 1n the NDSL were strongly‘

-

encour;aged. to conduct e-xit interviews with NDSL borrowers to explain the

. - * I3 '
exact amounts of their notes, to select repayment plans, to stress the

importance of repayment, and to determine billing addresses. About 86"

v percent of 'the institutions surveyed conducted exit interviews in

" substantlally all cases, leaving llo'percent who did ‘not conduct exit
1* : ~ .
' interviews, conducted them w1th only some students, or refused tg arfswer

ess likely than;'_other types

- ° the question.' -Two—y‘e_ar institutions w
to conduct. exit 1ﬂ_terv'i'ews. Seventy percen nst1tut10ns re-

.the e§ci t inte rview

- .’ R -

with a thorough understandln‘g of their repayment obI:Lgat:Lons. Discq_ur—
Aaélngly, about 6 perce.nt of the insti_tutl-ons_;did nat collect either

e

, or the 'billing""'aaciress‘es

the borrower e pa‘!‘ents or guar,gian s add FaS.

- . of the borrowers themselves before they l,eft the institutions.
- A ) - r' . - - a . . 3 ) :0’. P

’ D - 4 B -
NDSL Billing and Collection Procedures L

. , ‘ N § S

' . -. Institutions-of higher education have at their disposal a variety

L3

q. . C e Lt . S . . ‘ L
e ~.of options reg‘a‘raing NDSL billi nd collection procedures.” ‘About -

- . [ T : N . - ) . . .

. C C .z . - L . ‘.
t}gr»ee.—qné”r-ters of the schooi’s, ih the 1972-73 survey permitted borrowers
. -t Tree o o oo ) . ooe -

' vy . - . A;- : > s . . . ! .
¥ to make pattial repayments; a similar® pefcentage required borrowers with




et

~

P

r

n

o

_than if ohe institutions aprepared tnelr o bills. oot e
g
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\

_snialll notes to make minimup monthly repayments. Abaut 61 percent of the

> x
. .

r

institutions deferred rep_ayme'nt for part-time 'student'o—;’ and about 65

(I ") .
° . L

‘percent for full—time students.

. With regard to the administ-rative aspects of handling reqoests for

teacher canc':egllat.io‘n, about 15. p~ercent of the ’:Lnstitutions sent the:
: : . R . E o .

~

- ‘Request for Partial Cancellation of Loan (RPCL) form to all NDSL bor-

- o ‘ - )
.rowers; almost 31 percent sent it only to those' borrowers who had taught

. . ,
the preceding year; -and about 37 -percent expected past borrowers to

‘request the form. Institutions in thevstud'y seemed to handle requests-for

deferme\t similarly. ‘ Slightly over 15 percent of the schools sent the

«

request for deferment form to all borrowers; about 25 percent sent ‘it only.

R

"t,,o those .borrow,ers‘:'in deferment the’ preceeding year; and _46 }ercent

expected borrowers to request the deferment form. .
.- . 3 - -

e

More than one-third of the g¥fsponding institutions used commercial

billing servi‘ces,:with,,private institutions being considerably more likely

to use com'merciai billing services than public institu'tions. One in five
T i . ! - ) o P - . ‘ . -: ta
institytions using billing services found them to be very effetti,{e. in

.‘rgducing ‘delimquent accounts; ‘about three.:in five in'stituti'ons found their

filling services to be fairly ef~fect1ve in reduclng defaults. More than -

_.two—thlrds of the schools reported that their b1111ng$&V1ces cost less

¥ . & o

-
-

.-
.

’ . .Q :
Almost 90 percent of the instltutlo billed borrowers three or more
t1mes before considerlng legal actlon. Some 9.2 pe’r‘c‘ent of the -institu-—
g . . ..
. e -

tlons d1d not respond ‘to this 1tem, spggestlnglthey elther d1d not

consider taklng legal action, d1d not ‘bill borrogera, or_'dld not. ,gnder’—
' . ) i RS . ’

- - -
- -

stand the quest 1on.' This finding is buttressed v:by Iresponses to another.

L Q&.

: Co gt - : . -
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item, which revealed that about 83 p,er.jcent"of- the institutions threatened

legal action but tha't'-é'rilhy-'twof-third's actually carrted through on.the

threat by turning accounts over -to lawyers or collection agencies. Less .

N

than cwo-tﬁiras of the schools rprohi%ited release of grade transcripts fdr_:
: . - . — . . - .

- >y i

- delinquent borrowers, and less than a"qtiaréer é.sses,sed""pen.'alty, éhatges for

\s

late payment. . : - . ‘ ' -
.. | s

- ' .

Problems in NDSL Billing and Collection

4 -

: Institutional fiscal officers were asked which administrative

aspects of the NDSL. Program_ posed difficulties. Five administrative

-

~aspects 'of the program pdsed considerable or some difficulty f:_or_ more »

-
-

- )

.than half of the resp‘ondents: eY; -lo' ati'ng dél'inquenz,borrbv&ers;
» \ - " :

(2) on-time sdbmission by borrowers of requests for deferment; (3) main=--

taining contact with bdrrowers between the time they left school and

the,_'tiine the first payment was due; (4) timely submission by borrowers

of teacher cancellatiqgn rgquests; and (5) preparing fiscal ogérations

TR

<

reirts for the governme:rit.

Fiscdl officers v[rei_'e asked about the effectiveness of several sources
\ . M ‘ "

- » —

in locating delinquent borrowers. They found contacti’ng‘borr’wers‘

parents’ to be thé most effective methdod; the alumni :office (par_ticulérly
b . : * ) ’ - R

L)

- ’ ‘ i 4 - P . . . ’ - .l
at private institutions)#ahd institutions to 'wirich grade transcripts were

sernt were also effectives Another significant finding is that almost
. . ~ - :’

two-t;,l:lirds of the institutions did not use the Merchant’s R'e;aillétedit

»

Association to locate delinquent -borrowers. X
. - K . [ ) -
[ . 3
£ - .o B
- . ' T G
t 18{\ *
- E(
L ] 6 'T‘é‘.
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rate -- at the median, 24.7 bercent; at the mean, 30.3 percent. A note-

) -172-

 kdmin1str§tive Practices and Default Rates -

" e ™ - .ﬁ\

The median annual, institutional default rate in FY 1972 was 13:5.-

. .
LY

‘petcept;,the'megn (éf&thmeciq“ayeragéfvrate‘was 18.4 percent. Pub;ié_

-

uﬁiversitles and private ferfyea:_colléges had the best collectiong -

records; tQ?ir median default Tates were 10.9 percent and 11.8 percent,
- » . N - 0

respectiVely. Public 'twg-year institutions had the worst default

A

J -

worthy number of private two year institutions also had poor collection
records. 7

The results of a stepwise regression analysis of eiglteen independent

‘variables (representing institutional characteristiés and NDSL adminis-

trative practices) ¢n institutional default rates resulted in sévera‘.

interesting findings. Poorer codlection experience (i.e., having a

«
. D

high delinquency rate in FY 1972) was associated with being a two~year

-
-

_{nstitution, using a billing service, being a public institution, and.

-

billing on a monthly or bimonthly basis. A better collection record

L ] _ N - . 7 -
(lower default rate) was associated with having exit interviews with

dropouts, turning delinquent aésounts over to a lawyer or collection

=

_agency, discussf!%'repayment sche&hlés during the exit ihterview, being a -

‘university, and having exit interviews with graduating borrowers.

t R ] v_ ’ - -

J
L7
1 4
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INSTITUTIONAL REPRESENTATIVES
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OF FORM 230-1.

-~

Institutional Representatives

C RGN |

Questionnaire for

AN EVALUATION GF THE
NATIONAL DEFENSE. (DIRECT) STUDENT LOAN PROGRAT

-

'

This study is being f‘onductsd for tho United States Office of Er"uca

-

~
on
\t
B

by Educataonal Testing SOrvuco Princeton. New Jersnv 03540.

<

QIR F
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FOR OFFICE USE ONLY

. . .
. h )
-

t i .o . -
In e uumj:l(t(‘d l)\ lln institutional uﬂwml “hn is. P ~[u"’ l' for o nnrdl” N National Pretens e Student
I.nm I’rm.rlm ’ : ' : _ o, -t ’ » ) , .
. » " . . . A ) .#. : - 4-
Name of the institutional representative . . . . R Lo
Title » an? - ..
Name of the institution ’ . ' # ) ) . q
. r
.- . . _
‘(Mrcss of the institution . . . oo o
Ntrrr '
«
CreY - STATE : ) 211 CODE
GENERAL INFORMATION ' : .
1. Does your institution participate in the federa| Educat’®Nal opportuﬂ'ty "any presram (g0G)?
1 Yes 2 No .
i m B . i r
- . r
2. Does your institution participate in‘the federal Colled® WQ"k-Study prodram (cwWSP)?
1 Yer 2 No .
| ‘ id tray;
3. 15 the administration of F’DERAL student financial 2' Rrograms ce” "Z&d in one office at youy in-
stitution?
1 Yes 2 . No
. . . . . . . 2dmin. .
4. If you marked NO in the preceding item; is your offic€ reS_Dmslble fof rm"'stef”‘gi
. : : . qudy 1, )
a. Educational Opportunity Grants? b. ¢ n”“:r_‘ Work-=1HD ! N\,grilm?
1 "Yes 2 7" No ) ] CYes 2 :\(.)
. : 1
L - o« . . .
5. Is the office&;eSponsa%le for selecting NDSL recipients alsq rcsponsnb’e
. . : . , YcS N\Q
: al Issuiug NDSL checks to student<? . 0 5 T T S .
b. :\'H'HI. billing ind ecollection™ . . - o 1 2 )
c. E\'l).\'[, Qecounting?. 000 0 0L Lo T S 1 -

X fec .
6. If your office is not rcsponsmle fOr NDSL collecuon af" the amounts ¢9 ted reporited SystcMmaticaliy to .
your office?./ - - ’

= Ny

- e . .. Re. L aat . .
1 Y. "2 No 3 1ocs nog apply: \(‘lxt)n item d9 ?\x”:l.\ 8 . :\




. . ¢ X .
7. Within the past year, has ynur institution or servicc yureau preparcd.statistical reports, other
~ - required by the/Office of Education. which describe your fin
of the following&nys’ For cach (.1ctor. plcase rgwrk YES or

the subsudmry qucslmn.

e Fanmily incene

O Ut neeed

-
L Fimvanend need

do Fdueatnad level o e
! _ for exaanple. rst veor, second.year,
. Ceraduate student., ot
_—_ , « C
. .. e Uyvpe of aid prrckae :
. sohinlarship only, s hul.u\hu» boan

combination.

f. .'\('.'(]I‘Tﬂil'

h, Racial or «thnne

*

] ~.\.(‘.\'

ability or

[ TN

achievement

o Amount of aad packace

birek praund

o Meor field of study 0 -

A

| SV SR v <

(V]

M *no', ‘would tius
information be -

uscful in your
evdluation of ud
cprograms?

!

Yes

* No
<)

)

'

an those
angial aid appticants and/or recipigfts in any
NO. If you mark'NO, Dlease , sure to answer

8. To cvaluate your financial aid programs do you use the fiscal- operatlons reports rcquured by the Otfice

of Educatien?
1 Yos 2
STAFFING
The:

VO atre n-\pulh‘i!)h-

following qruestions ard

a=owell e

- t 4

the

-5

3

tntended 1o (]f't--x.'r:ﬂint‘ the refatin e exprericenee-

e

ST:'n'

and stahiliny off

~1

‘ul(-qll'u'\' of vour per<onnel complement tor |r’;nini‘h'l;ﬁf" e

Sl aon
NS

wihich

9. Does your :nsmut:on havc a fuli-time director of student financial aid programS' that is. one pereon w ho
devotes ncarly all of his or her time to adms-mstermg aid programs?

I Yes 2

" 10. Does your office regularly perform other work in addition to administering financial aid?-

‘ 1 Yes =

No

.\-4)

/\

11. How many full-time administrative (professional) persons CURRENTLY oﬁ -your staff

-’ have responsibtity for thc award of student aid? Include yourself if it is appropriate

Mumber .

/
12 Of the number given in item 11, how many havc had responsibility for fmancml aid at your mshtut:on or
SOME OTHER INSTITUTION for:

‘-‘ '" . .
) Tess than | venr :
» S . ) - ’
- 1 vear but less than 2 vears o - -
. ; Y |
9 venrs Dt Jes<than 5 Coears
2 vears bLut dessuthan o vears
A yvears hut fess than $yearse . 00 0 001
doyears or more. L
ot ;
.l N
- X -
. »’
[« / 1 Qe
ERIC : .. Y
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-13.,D0 you. use data proces-smg cqunpmcnt for your l- qancialaid operahons for pﬂposcs other thnﬁ blllmg

R

and coliechon’ : o el
~. » ’ ‘. G ' A : ) -
: R Yor, c-\lrnﬁ.r-l\' 2 Yies, Lo sore exteod . R h T y e | '
- . . . N * . ' . 7 . ° . . ’ Lt . «
- 14) Consmermg thc numbcr of students who apply through your ofhcc for fm.mcual and how ndcquato is the
T size of your ADMI‘STRATIVE (prgfessional) stau’ :
. - 1 More than adequate 3 .l&:nn-ly adequate ’ :! g
2 .'\d(‘(]ll.ii't‘ 10 ess adequate s
I5. Consndcnng the number of students who apply through your olhcc for fmancml aid. how adcquate 1s the
- \ ‘size of your sccretarial and -clcncal staff? ‘ ) }
v ) .
. 1« More than adequate 3 Bitrelv adequate
. 2 Adequate 1 Less thun adequate .
. : ‘ t
o : . ‘,
16. Has your training included any of the following? | ‘
' N - . Yes No
ar Gradunte courses in student finoncial aid administeation 1 2
b. Attendanee at anOtlice of Education tripariite *
application workszhop o .. ‘ S A
o Atendance acta finaneiad oid sworkshop sponsared by JAmerie. n
‘ <College Tosting Propgram. College Scholang i) Service, Ofliee o
BEduciation, or some other orecanization . 1 v .
E— . . . a 4 . . . .
' . d. _(ir:ltﬁ.‘l!v.(f'nl_lr.\(-s in counsgling. . . S . T <
e, Cours: work. ugdergradunte or gradaade, 1o hus<ines ’
administiation ... L. L . I 2
- i . ¢
17. Does your institution have written procedural guidelines for:
: ‘ ' Yes Ho
a. Packaging varjous types of and?. 0 ‘ 1 2
' . 2
b. The clérical steps in pfocessing financial aad apphieations? ! Zo
. LI - J. .
, .. Reviewing peed anadysis staterneni¥ . : . o1 2 »
. " A . ' - - &
- . Cd. Reviewing applicant="zacademic credendiads? . ] o
L e® . : -
e. *\:( Wing ap [vl;- ml~ qus 1!1(1( ations ey s tender<dip, !
3 ' . oerentivity, ote. . . o S . . 1 ’ Z
. - D
£, Criteria for se I(:Im" of \l)\l. ll!l})ll..L\ 11 A(l(hllﬁn tu thies,e - A
. . in"the NDSIL I’ rn;..rnm M s S P L i . S L
~ * -
.SELECT‘ON OF NDSL REC!PIENTS " o : : ' .
18. Dunng the. penod July 1972 through June 1973, approxnmalcly How -many students ., .
’ . : Unduplicatcd
d. applicd to vour otlice for some tvpe of tantemd aid? Number
. b. were considerad by vour n”i-'v-‘f_'nr National Deezernee Undupiicated :
Student Jarmns . , . Number ‘ ~
. . ) . at vour institution received 2 "uum. P/l)van;‘- Unduplicated
’ ' Stude it Loans? ' © - Number T
’ P . (k . ’ ’ .
. < . ' . - . ' . 'S - .
- - - ' . . .
. . . : . - ) . ' o . -
R . o ) 3G _
o . . : . . . o "

ERIC - - ' 3 | B "
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19. At your institution; what was the usaul methed for 1scensing a students financial need duning 1972.732

s

Cheock only ane.

1. .\.3;,.11‘":' U e T e Prenreo N0 '
. . L Cotber Sonola ) Sgrvice CCSS _ ' ] B . :
. d CFederal Brcome tas . o )
) . ‘ . . . ) ) ‘ . . -
"o ' e o Bidecation . alternate mcthod R \
T e . . '. N . . N - . )
. . et Ve o et b ; C -
ST . . . . .
20. Docs more than onc.member of the admiaistration or faculty approve cach ND
° . loan-commitment is made? S, _ . -
- 1 N v JNDSE, g Geatinne e -‘"}
¢ A R EICYRNRISY AN :'uxnpriq.lh--l1_-1‘.;'n-.ii»;u.xlv,‘u::r.;nl:m:li: e {
. . »
’ . 0 N . * & A
. 4 —‘ °
Co. . o g ~ - ’ ~
21. Do rore thanehatf of .t¥e minoiity financial aid recipicnts sat your institutioh 1eccive Hiatwornal Defense
Studcnt Loans as partof gheir aid packages? _ . T T i
Kl . . - L] -
- B \ Yesr 2 No .
) e - : o L ) ) ) «
224Ficasc indicate the degree of difficulty you or your institution experiences with the fotlovingg administra.
~ ¥tive aspects of the NDSL Program: )
Considerable Sonic Littic or no .
. -_dathiculty - difficulty ditftruity .
, A dng the eed o crudents whe . . i
T depeadent cn their parents I i ’
. b Dhtcrmini s which student< are
Nl i pendent of there 7 7 : .
oarents . - . : 1 i A
co Determindas srudentst clisihitiny . .
for NDS Todhs. . . ! -2 3
. ) . Tebent if"\'iz.‘:r tronsfior applicant<who ’ -
. ‘. Cheove bl NDSCLoans at other -
) ¥oolintinns . ot i T 2 D
) oo TL e e e e e ~- . . ) *
“.'71:" .\.ilv“:- g, "2_' . 7 . N L \,‘ '.' . -
Vo e e -*:‘31\\‘ vy S ‘
-t I SRR . [RERY B , . . N
. - TP oy A ot U r} -
- .o e [ ' \ I * ' D -
o \ L
. N Ml o .-‘ .' ' A i ) - '
[P B N T Py VT
' T v (RN ( . ‘ ’
[N R A R T ST '
| —_— oy _‘. . B . > ,
. N x v N - 3 .
R = o \' { T (.,.‘)u - ; _
. 3 . N | vy N i ‘~
P - ]
EHIN P b i By . .
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‘ copg . { i ' ’ : -3
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~ 23. In gwarding National Defense Student inans, sorac institutions must set prioritics duc to limited funds.

Please rank order the top FOUR stadent Subgmups that receive prclercncc for NDSLs at your insti
tution (1 = first preference; 2 = second u(eleuence 3 = third preference: 4-— fourth prc!crcnce) For
example, if entering freshmen reccive lnsl preference for NDSLs you would enter 1 beside that item.

Rank Order . _ o
Top Four - -. _ . -
Entoring freshmen ) )
Renew m ypperehies ~tuddents - . ‘ PR
s l";jr.sl_—Linw u]‘v;n'nml_\'s stli(i('r\l\-“ .

LIRS ~

*Students whose aodewuid pertormanee 1 butter t*l TR KT

Stucke nt\ who plare to teae b

. BN . . . ‘_ ) v
" -~ Men . : s SR
Wornen . ’ L, n RS B ;

. “Students with the greatest financint need . oo
’ o : .

. : Students of n;ih’!_\' hachgrounds
- . L

Needy students who da not qualify for other forms of fipancial aad

.

State or loeal residents _ » .

>
EVALUATION OF THE 'NDSL PROGRAM _ ‘ .

-

24. In your personaj opinion. how much mlerest do you think terminat borrowers should pay on their National
Defense Loans?
1 ' lt s than 370 3 T 8.1 to 5.0 5 7.1 to 0o

o S 4 a1 te 7.()'?: 6 more than 9077 o
. 25. Were the funds for, NDSL at your institution for fiscal 1973 (July 1972 through Junc 1973) adequate more
" than adequate, or less than adequate for your needs?

1 Adequate 2 More than ..d( quite 3 Less than adegiene
26. If youf NDSL fund for fiscal 1973 was lcss than adequate ho.v man; NEEDY apphcantsr at your institu-
tion were denied NQS‘E%ans because of mSufflment funds?

" N h ’ ‘ - .

e

27 NOTE: The following questnon asks what contribution you expect frqm the parents of pre- -freshmen stu-
_ dents at four income levels. As}ume that each family has no unusual expense, no assets, and pays

the standard federal income tax. Assume also that cach is. neither a business nor a farm family.

Consider that cach family has two dependent children, only on&»f whom is about lo enter college.

-

L . Parents’ Met l‘pcgmé ﬂ Parents’ Contribution . N

o al S s0000 N 3 |

TbosTa002 S ) '
e f100007 R ) .

' d. $15.0007. . ... N <
a
r ~ - N
LN N -
I v ’ L .
he ) 156G

Number
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" CASE STUDIES IN PROCEDURES USED TO PACKAGE FINANCIAL AID

INSTRUCTIONS | . " .

- : : - J ..

N e
In vrder to study the procedures used by tinancial aid officers i pochaone ad,
for students, three case studies have been preparcd. You are ashed to revies the
cases and decide whether your institution \\'Qul(lunm-r some tyee of tigancad
assistan.ce to each applicant. For those to whnm vour mstitutionagould normativ

offer aid, please enter the amount and type In determining what aid would b

offered in each case, apply the eriterin and procedures you would nornally use for

ndmx\slb!c prefrestrnen aid applicants. For example, i vour institution” does not
customarily meet the full need of certain categoricsof students reprosented among
the case stadies, this practice <hould be refledted intthe packages vou plan. .

Pertinent academiec and financial facts are provided for each case, except the
determination of relative financial neced. Ypu are asked to caleulate refative iiee |
as the difference between the 9-month budget vou estimate Tor a sovele undergrnd.
unte resident at vour institution and the estimated total Similv contribution. 1t
yvours 15 primarily a commuter ogllege, use 1hc budj.rt normatly applied 8 ~iggl
commuting students. .

“If vour ingitution is not particix mnc in the Collewe Work =St dv or Fduoationd
Opportunity Greant Programs. vou would of vourss disrezard  these soueoes e -
plannias vour pack: mes as you would anyv other tvpes ot financial .nd hsted i e
quustionnaire chat are not available at vour nstitution. ;

In reviewing these case studies, consider the inanciad situations as uncomplicated: -
that 1, none mvolve \L'p.lr‘iltiln\ or divoree, business or arn, owinersii, u:hz-r_"
sibling= ip college. \ubs'i-mxi‘ll assets, ad soon, In .-xdrliz'inn accept the tiures
given forgtudent=' and paréuts’ contributions as aceurate retlections of ther abilin

to contribute. '
*®

..
.

-



c. . CASE “TUDY A

f:'\":\!. IH-\'.I\'I"I|').\ -llhl. [ L 'Itn!\ Pe ot ont 1y Yoo e fllnl- ! ’:"vu IR A Y l!:‘. 'H‘l et

dernae adiy tin - Cindent e ot e persally cedv ot mzed e 0 e e
" .

e ERE

~

. : i —
pared st voer e tta¥ion’~ other

STUDRDENTS ACADENTC ARILUTY ANDY ACHTIEVENIENT S

ettening tre-lanens this stadent « abality and achies ement are aver o

. » e (- :
PALENTS CONBINED ' NAUNGEHTD OF DERENDENT
NPT INCONME ~0UTO0 . CHITLDIREN A

FRPINIAERED PPARENTTS e STUDENT'S PNTINEA TR DY L YUY B ANITLY .'
CONTHIIRBU T ON “ 0 CONTHMIUTTON  ~ CONTIRIBU T TON '_ TR

-
¢ ENTTLIDTHE o MONTH STUDENT BUDHELT ) -
USEDY Fodg TR 1072273 ACADENMIC YEAR : ~

]
TOTAL FAMILY CONTRIBUTION . S e
N
ENTER ESTINATED FINANCINL NEED -
- . Woenld vou olter thi- cwdent some tvpe of Srancd oaqd? 7 )
- : 1
1 Yosooo 2 No
| T ;»h-w":‘n:ri\.S:ln"-hic-liu't‘\;w\'n:’.»ui vt awvould etfen o ;:Z)%‘r ......... - )
- TYPE . - - ANMOUNT
In-titutionad ~cholag=hip or orant - ~ .
- - [4
L Boaa Falucanhonal Oppsortunay Geant . oo
o -
- Suppecemental Opportomy Gerang ~
- ' To~tigition o toan . - . N
) ‘ . Note 4 Dhetense Student Loan ) -
‘ T . Ji~titutosad empiosment ' \ ~
* oA . - ) ) .
Foderal Collere Work-Sogds vmplovimen: ’ . . -
- ' . ‘-‘ - ‘r - .n )" -‘
. — ] _ FevEAL "U .
» - ‘ . -
STt cwsdenr o pniied tor e n@ewd Tesns T il e
« AEITH r""x';‘”-fw:lr& PhTT e A she roeeess P e o e ey T T )
L} ‘o .
K.y . . -
7’ , J
« o . .
3} ’ I
Y
» - ) - v
. . ~ ‘ .
\ - * 1 9 - B
T 2]
. 3 . . i
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e
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iaulfs. More than-

s&rvices cost less

?,}'

o

¥
"
-

vers three or nore

>
1t of the ‘institu-

-
-~

y-either did not

L
ot

or did not under-

ponses to another.

ERIC

'y



° A" TV i . ) ) ~
CASFE STU2Y B
GENERANL DESCRIPTION This Case studs reprosent o diads cotieed ™ stoadent, He feovai s teantoan A7
both aardemically and <ocioeconomically, 3 .
STUDENTS ACADENTC ABILEEY AND ACHTEVEMENT? '\\'ll('m'nxx1y).»r'=-"ri with vewr institeieen -

e

other entering treshmen, this student s aceadenite ability and aehecenieg! plivee Biog fnothe hottons 25 pevoent,

PARENTS COMBINFD . NURMBER OF DEVENDENT
NET INCONME. $1 500 : CHELDRIEN ;s

FTINIAVTED PARERNTS H'l'l"l‘."'..\"l".\' IDESERLINS A AEDE DERCNS B RS RS SR DA
CONTRIBUTION. . =0 CONTRIBUTION, $io0 CONTRIT e R

FNTER CTHE 2ATONTH STUDENT BUDGET -
USED FOR CTHI 197270 ACADENTC YRR : . ~

TOTAL FAMPY CONTRIEUTION , ST . -
ENTER ESTIMATED FINANCIAL NEED s .

Would vou offer this student some type of {inaneiad aid?
i Yo = AT
. ' - ' <
TEves plonse muorhy BN ; heside the tvpes of add von v cald ofler and enter ihee o s
TYPE < Y AITCUNT
) \
- .

Irstitational ~ohedaeship or ceant

s Basie Fduentiona! Opportunitye Grant . 0 s
. . s
Supplemental Opportanity Gront.. 0 0 . AN *
- s -
- Ioativational oo . S . . ﬂ:
P Lt ' - . ) .
SNotiend el e Stedent Laon -t
l ~try ot e [ENSSERVES ON ¢

Troahicm o e 00 e T e e et

Vorts et B o s peeepe B

A)
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CASE STUDY C : ,

o GENEFRAL DESCRITTVTON D Bloth o 4‘,14:||-U|'|1'|“‘\ aned cocmecononu athv, o <tadent e e can wlere o
bree ady antiged, !

kS e .
}_ H'I'l'l)l':N'l'_'H ACADENTC ARBILIUTY AND ACTHEVENTENT Compared soith ather enterms fre-hien at

vour institutisn, this student's academie abihiey aond achievement wonld place Timeom the togo 5 peencent

PAREFENTS COMBINEKD NUNIBER Ol D N ENT

NP INCONI S12.000) CHIHLDRIEEN A
FESTINIATICD PARPNTS STUDENT'S FNTINIATED TorNL FANTLY
CONTRIBUTION ~Ho CONTRIBUTION: Sty CONTRIBUTTTON ~ale

FNTER THE 9NONTH STUDENT BUDGET

USEICD FOR TH 1972-75 ACADEMIC YEAR = .
TOTAL FANITLY CONTRIBUTITON ) S50
™
“‘D
ENTER ESTINATED FINANCIAL NERD ~
- ’ '
Would vou offer this student some type of finaneial aid?
: _ _ N
17 Yes 277 No oo
- If ves, please mark [X] beside the types of aid vou would offer and enter the aimonnts,
TYPE : ' ’ ) . " AMOUNT
Institutional scholarship or grant. =
‘ Baste Bducational Opportanity (Girant . o s
’ Supplemental Opportunity Grant, " b
- In<titutional I’:;;m ~
g National Pelense Student Loan . : =
Institutionn] :‘HII‘M\H\.. . ' . . N
. Foederal College Work-Stady emplovyment . . ~
¥l - B ’
- . <. : TOTAL AN =
‘ I this student aleo applied for o guaranteed Toan, how muoeh wonid
_vou recommend that he or shereceive for the aeadenmie vear? <
. . N
r
. ;"’"‘M ‘f -
£ 7
Pl T
X o Thank you for your coopceration. Please staple and mait this booklet. No postage is required.
A b R y N . . .

Gty e T b,
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"FORM 11

. Questionnaire for
v : Institutional Fiscal Officers

v »
Y

> NDSL

AN EVALUATION OF THE .
_ NATIONAL DEFENSE (DIRECT) STUDENT LOAN PROGRAM

This study is being conducted for the United States Office of Education
by Educational Testing Service, Princeton, New Jersey 08540.

OE FORM 2302 0.M.B. NO. 51-573010
: ‘ APPROVAL EXPIRES: 8/31/73
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FOR OFFICE USE ONLY

INSTRUCTIONS

This questionnaire applies only to institytions that have terminal NDSL borrowers. A terminal NDSL
barrower is defined as% past NDSL r(-('ir{i(‘nt who has ceased at_ least part-time study at your institution,
If vour institution has had no terminal K DSL borrowers. check here « 3 and return the questionnaire.
Otherwise, please have the officinl responsible for exit interviews complete Section AL Sections B oand C
should be completed by the institutional oflicial responsible for coordinating NDSL billing and collection.
Sections B and C should be completed, even if yéur institution uses a billing service for substantially
all NDSL accounts. .

\

Name and title of person who is

comppleting Section A
' NAME - TITLE

Name and title of person who is
completing Sections B-and-C . }
- NAME TITLE

Name of Institution

Address of Institution
STREET

CITY . ) STATE ZIP CODF,

A

SECTION A-—The Exit Interview

1. Did your institution conduct exit interviews in 1972-73 with graduating NDSL borrowers?

-

1 ~7 Yes. in substantially all cases 2 7 Yes, in some cases

3 . No (If no, skip to question 8)
.. t
2. Did'your institution conduct exit interviews in 1972-73 with NDSL borrowers who left before completion
of their program or who were dropping out? ’

1 77 Yes, in most cases 2 ' Yes. in some cases 3 . No

3. Approximately how many NDSL borrowers graduated or otherwise terminated their studies at
srur institutionduring the 1972-73 academic year?

.

(a) Of this nmnber: approximatelv how many left without

EKTC . /&\,

- . /



4. How are exit interviews conducted with most NDSL borrowers? (Check only one)
1 7 Individually 2 77 In group sessions

3 Thisinstitution does not conduet exit interviews with most NDSI borrowers,

5. Is a scheduic of repayments discussed with the borrower during the interview?
1 Yes, in most cases 2 0 Yes, insome cases 30 No
6. Has it been your experience that NDSL borrowers gain a thorough understanding of their repayment
obligations from the exit interview?

1 Yes,inmost cases 2 7 Yes, insome cases 30 No .

7. Is the exit intefview used to gather information for future use in tracing a borrower’s address?
1 " es 27 No - '
-

8. Do you usually gather the‘following information from a terminal M DSL borrower before he leaves your

institution?
r Yes No

a. His parents’ or guardian®™s address-. .. ... .. . . .. 12
b. The :lridr(-ss at which the borrower may be reached for

his first billing ... .. .. ... ... 12
¢. The addresses of references he has given e 1 2
d. The address of the borrower's bank in his home community . 1 2
e. The address of his church in his home community.. . ..... . 1 2
f. Address of present employer. .. .. ... . L e 1 2
g- Other. Specify . i B

SECTION B—NDSL Billing and Collection

INSTRUCTIONS

The fo\lp&mg questions apply to all institutions, regardless of participation in a commereial billing service,
If vour ifStitution uses 2 commercial billing service, answer questions 11 and 12, in terms of the institu-
tional staff required for transnutting data to the service, monitoring rcport\ recetved from the wr\uc

fnll()\\ -up on delinquent accounts, and so on.

. 9. Are bills for your NDSL borrowers prepared manually or by computer?

1  Manually 2 By computer , -

10. How frequently does your institution or billing service send bills to most NDSL borrowers who have left
your institution since November 1965? :

1 . Monthly 2 | Bimonthly 3 = Quarterly A4 Other

ERIC )
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11. How many persons on the administrative (professiohal) staff at your institution devote all or some of their

time to NDSL billing and collection?
‘ Number

Full-time. .. .. ... .. . . .. L
Lexs than full-time, but more than half-time
Half-time.. .. ..

One-quarter time. .. . . .. .. ...

Considering the number of your termgnal NDSL accounts, how adequate 1s the .
size of your administrative (professional) stafl responsible for NDSL billing and

collection?
I 7. More than adequate 3 ° 1 Barely adequate
2 7] Adequate 4 Less than adequate

12. How many clerical and secretarial staff members at your institution devote all or some of their time to
NDSL billing and collection? |

Number
Full-time .. .. .. .. .. .. ... ... PR

/
Less than full-time, but more than halfstime..... .. .. . . . s
Half-time . ... ... ... ... ..

One-quarter time. . ... .. . ... ... ...

Considering the number of your terminal NDSL accounts, how adequate is thc\\
size of your clerical and secretarial staff responsible for NDSL billing and col-
lection?

1 7 More than adequate 3 ' Barely adequate
2 __ Adequate 4 = Less than adequate

13. Approximately what percentage of your institution’s TOTAL annual NDSL administrative costs are covered
by the administrative aliowance the government permits you to withdraw from the NDSL fund?

1 '~ None. We do not 4 7 21 to 307 7 7751 to 757
use this option. .
2 " 1to 107 5 . 31to40° 8 " 76 to 1007
3. 11to207% 6 ~ 41 to 50% 9 7 over 1007 v
L .
14. In your opinion should the 3 percent annual NDSL administrative allowance be increased? ,

1 ~“ Yes 2 "~ No 3 Hardtosay

If “ves", answer question 15. Otherwise, go on to question 16,

. '4’.’

15. What percentage of the total amount of NDSLs made during the fiscal year do you think institutions should
be permitted to charge for routine administrative expenses?

1 4% 4 7% 77107
2 5% 5 7 S?F . 8 ' more than 10
3 " 6% 6 "~ 9%
' !
\

O

2



16. What is the primary administrative arrangement used by your institution or bil]ing service for receiving
teacher cancellation forms from NDSL borrowers? (Check only one)

1

re

The Request for Partiaol Cancellation of Loan formas sent at least onee a vear

to all termimal NDSI borrowers whose addresses are known,

At least once o vear the Request for Partiad Cancellation of Loan torm s sent
to borrowers who were teachers the preceding vear or who mdicated

graduation therr intention to teach. *

The Reguest for Partial Cancellation of Toan forms are not automate ddly
~ent to any borrowers, Ternnnal borrowers are mstructed that af they mecet
stated ehgibshty reguircments for Ufull-time teachers” they mav request

a form.

Other. Speaty

17. What is the primary administrative arrangement used by your institution or billing service
requests for deferment of NDSL payments? (Check only one)

A Request for Deferment form s sent ot least onee o year to adl termpal

NDsSL borrowers whose addressesx are known,

A Request for Deferment form is sent at-least once a vear to borrowers whose
pavments were deferred during the preceding vear or o who dieated o
graduation that they will beseligible for deferment. '

Request for Deferment forms are not automatically sent to any borrowers,
Terminal borrowers are instructed' to request the form if they meet the

eligibidity requirements.

Other. Speeify.

| 3

for receiving

18. How many times are your DELINQUENT NDSL borrowers normally reminded before lega! action 1s con-

sidered?

None 3 Three 6 We have no delinquens

e Jgecounts, ,
One 1 Four ¢
Two 5 Five or more~

19, After what period of time do you think institutions should be allowed to ‘“write-off’” delinquent NDSL

accounts as uncollectable? o, N
1 Six months or less 4 Twenty-four months -
P Twelve months 5 & Thirty-<six months
3 Eighteen months 6 More than tinrt _\'-s’i{x mont hs

ERIC
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20. With regard to your borrowers who are delinquent in repaying NDS Loans

Are penalty charges asaessed”

Do vou prolubut release of their transeripts”?

may be talgn’

CAre accounts turned over to cither o lawyver or a

collection ageney”

ters written which suggest that legal action

Are borrowers routinely charged for the cost of collecting

o
their delinquent payments””
21. Does your institution or billing agency B
Yes
a. Permit repayments Joess than the
amount due  partial payvment . 1
b. Require minimum repayments on NS
Loans? . . : 1
. Defer the prinaipal payments of previous
borrowers who are part-time students” 1
d. Deter principad and interest for hardship

22. In locating

casexs? ‘ , 1

[ £

-

Yes No

No

1 was
unaware of
this opton

delinquent NDSL borrowers, how effective have you found the following?

4

We do not
use this

- -a -a

-a

Very . Fairly - Selidom
effective effective effective means
a. Federal NDSIL Skip-Trace Service ! h 2 5
€ b. Borrower’s parents or guardian . 1 2 3
c. Alumni office o v 1 2 3
\ d. ("n”o;:c placement oflice o . 1 2 3
e, Driver's license agencies . A 2 3
’ f. Armed Forces . . 1 2 3
2. Merchants” retial credit assoctation . 1 2 3
h. Institutions to which grade transeripts
have been sent . o ‘ 1 2 3

i

Other very effective sources. Specify

23. Are you presently using a commercial billing service on a regular basis?

1
i

Yes 2 No

\ If “no.” go on to question 26, Otherwise, answer questions 24 and 25

ERIC
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24. As the user of a commaercial blmng service, what is your opinion of ity relative cost?

1 The service conta more than it mml«l cost for our imstitution to perforn the

sime functions

: 4
2 Theservice costaabout the same axat would cont for our institution to pertorn

the same !'unclmm

/ " The service costs lv.« than it would cost for our institution to perform the

77 T kamé functions,

257 How effective has the commercial BILLING SERVICE been in reducmg the number and amount of de-

linquent accounts?

1 7 Very effective 2 7 Fairly effective 3 Not very effective

26. Are you using an outside collection agency for delinquent N> . .~ aunts?
1 "7 Yes, for all delinquent accounts
-
2 77 Yew, for hard-core delinquencies only .

3  No

If'no™ | go on to question 29 Otherwise, answer questions 27 and 28

- 2

27. As the user of a COLLECTION AGENCY, what is your opinion of its relative cost?

1 The service costs more than it would cost for our institution to jwrfors:

same functions,

2
perform the same functions. . -

3 The service costs less than it would cost for our institutisn to tor o
| same functions,

the

The service costs about the same as it would cost for our mmstitution to

28. How effective is the use of a collection agency in reducing the number and amoudn’ >f delinguent NDSL

accounts?

1 7 Very effective 2 Fairly effective 3 Not very ~Fretive

—
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SECTION C—Identification of Problem Areas in Fiscal Administration of the NOSL Program

29. Please indicate the degree of ditficulty your institution has with the following atpects of the NDSL Pro.

gram,
Conuiderable Some Littte or no Doos not
difticuity dithiculty drtficully apply
. , .
A Locating dehinguent borrowers 1 2 A 3
b Preparation of NDISL tia ol operations ) -
riprarts 1 o ) i
¢ Retention of adonmastratine professonad
preeronnel responcabie for sapersising :
NS balhinge and collecthon N 2 i H
d. Hetention of Jdernoad or wecrotarial
peraonnel responsble tor NDSL bidhing
and ¢ollection 1 v g i
e Mauntaumungcontact sath tersunal borrowers
beetsneeenn the tirmae they iave your
institution and the time the irst pasmen
1 duoe ! o i {
f Dieternuning: ehgbihity tor determent ' 2 3 '
. \,)q-tc-r..:n;nu: chigithality tor tead her ) .
canceition ! 2 A H
he Determuning the aomounts o prancipal and
interest to bee canceliod for teachives of
chisadvantaged children - H N 0 '
1 Muntaimng sepiarate accounting records
for NDIS Loans made sath trostereed
Fdueational Opportunity Grant fends ! 2 5 i
3. Onetune subnmussion of canceilation request-
by terminal barrowers : 2 D ‘
k. On-time submission of fequests for
deferment by terminai borrowers i 2 3 : .
oo NMaantamnge billing records Sor those .
. termun.y NDSL borrowers with graduated
repavment schedules i 2 : i
M, Namnmtumne records to aHow jostponement ¢
of (nstaiimentsoan anterpaton of
cancellatuen N 2 I :
N n. Compising with the truthandending law H 2 3 4

E - . 2 i ..; N 7

ERIC |
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30. Please enter the iollowmg information from the Instltutronal Fiscal-Operations report for the Educational
. Opportumty Grants, College Work-Study, and Nationai Defense Student Loan Programs for fiscal year .

1972 (July 1, 1971-June 30, 1972):

a, Loan prmcnpfxl- collections for period Julv 1, 1971-June 30, 1972 ’

(transfex: entry from Part II, Section A, line 4.1).. S o % _
b. A(counts past due as of June 30, 1972 (transfer entires from bé‘- -
Part 11, Sectlon D): . ) ) :
X . e ] Unduplicaied
> » s - Q Borrowers W  Amount
) Line (1) 120 daysorless... . ......... ... .. S

Line (2)121 da_vs to 1 yé

Line (9) Total Accou

»~
SN

A
’
e

...........

o D
or :
‘(/\\

Thank you for your cooperation. Please staple arrd mail this booklet. No postage is required.
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