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This study was initiated:as Project No. 1243-12 with the Office of

Program Planning, Budgeting and Evaluation, U.S. Office of Education'. It

was completed by Educational Testing Service (ETS) after expiration

of the contract, to provide a hitorical perspective on the organization

and administration of the NDSL Program, particularly as it may relate to

persisting concerns about the NDSL default rate. Due to the passage ofi

time between data collectien and publication, the results reported

herein are not intended to,reflect 'administratilie 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 Education or of, ETg.
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CHAPTER 1

NATIONAL DIRECT.STUDENT LOAN RAM'

Origin and Purpose of NDSL

The National Direet'Student Loan (NDSL) Program was established

under Title- II of the National Defense Education Act of 1958 (Public Law

85 -864) with an initial appropriation in 1959 of about $39 million.

Since that time, it has grown almost tenfold to a program involving

annual appropriatibns of over $300 million and advances to 831,000

students, amounting to $581.5 million in 1977-78.
a

As estaip1,ished in 1958, the NDSL Program was scheduled to terminate

onJune 30, 1966. However, Public Law 88-210, enacted in December 1963;

extended the program for one additional year and Public Law 88-665,

enacted in October 1965, extended it to 5.une 30, 1972.
1

The life of

the program was subsequently extended by the Education Amendments of

1972 and 1976.)

The purpose of the NDSL Program is to assist in the establish-

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.
2

a N

1National Defense Student Loan Program '1967 Manual of Policies and
Procedures. Washington: Office, of Education, Department of Health,.
Education, and Welfare, pp. 10101 - 10104.

2
Student Financial Aid 1977-78 Handbook. Washington: U.S. Department of
Health, Education, and Welfare, Office or Education, Bureau of Student
Financial Assistance, p. 8-i.
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Overview of Provisions of the NDSL Program

Each year, institutions apply- to the U.S. Office of Edlicatfanc
43, cc.

(USOE) for NDSL funds. Institutions indicate on their applications the )

expected number of enrolled students eligible for. loans, the anticipated'

average loan, cash carry-over for relending, receivables,-delihquency.:.

1

rates, and related information. Ninety percent of the .,appropriated

funds are allotted to states Sothat each state receives_a share of funds

that is in proportion to its share of the national full-time enrollment

in institutions of higher education. _The'remafning 10 percent may_ be

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

tutional applications area reviewed by regional panels, which; recommer

an NDSL amount for each institution. Th'e actual allotment to eaA

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

state allotment.

Institutions are required to match the Federal' Capital Contri-

bution for NDSL funds on a 9:1 basis.
3 In turn,-institutions select

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

0

relative need for,assistance. To be eligible,'a student mustapply to

the institution for an NDSL, and

1. be a national of the United States;

2. be accepted for enrollment as at least a half-time-student;

3..6.demonstrate financial need;

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

a



4. not be a member of a religious community,' society, or
order who, by direction ofeAis or her community, society,
or order, is pursuing a course of study in an institution
and who receives support and maintenance from the com-
munity, society, or order.

_ Students may borroceup 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 interest rate. Repayment beginsfter

a nine-month grace period following termination of at least half -time,

studies, not to exceed a ten-year period.



CHAPTER. 2

OVERVIEW OF THE STUDY

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 apd evaluate seven multi-

. faceted aspects of the NDSL Program as it was administered by insti.-

9
tl.:_tions in 1972-73:

organization of institutional finanCial aid offices- in
relation to,administration of the program

o ° packaging procedures for awarding NDSLs to students
9

o institutional perceptions of problems in the award of
NDSL funds to students .

o the exit interview

NDSL billing and collection Procedures

o problems in billing and collection of NDSLs

o relationships between administrative practices and annual-
institutional NDSL default rates

N number of significant changes have occurred since 1972-73 that

have changed the financial aid landscape markedly. The-development

of the Basic Educational Opportunity 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 packaging practices. Moreover, 'some changes in NDSL admin-

istrative practices hallikely occurred since 1972-73 as a result of

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

"4
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Congress to strengthen the program. The findings reported here are

applicable only to the 1972-73 year and the reader is cautioned.against

inferring that thes.e results are necessarily valid today.

Data Collection

Two survey questionnaires were developed: Form I -- Questionnaire

for. Institutional Representatives, Financial Aid Administrators; and Form

II -- Questionnaire for Institutional Fiscal Officers.
4.

Form I was

divided into five-sections: general infomation about the. organization of

the financial aid office; information about office staffing-levels;

selection of NDSL recipients; evaluation of the NDSL Program; and case

studies (3) in procedures, institutions use to package financial 4id.

The qu,estionriaine fdr institutional fiscal officers contained

sections on the .exit interview,-NDSL billing and collection procedures,

and identification of problem areas in fiscal administration of the NDSL

Program.

.

The questionnaires were mailed in the fall of 1972 to auroximately:

2,150 institutions of higher eduCation that p*articipated'in the NDSL

program, and follow-up mailings were made in the winter of 1973. In

total, 1,457 financial aid officers responded to Form I, for a:response

rate of about 67 percent, and
.

1,517 fiscal officers returned question-,

naires,, ior a response-rate of about 70 percent.
.ael

4 *71

4

,4See Appendix A for a copy of Form I and Appendix B for a copy of
Form II.



Frequency and perCentage distributions of respondents, by type and

control of institution, appear in Table 2.1.

TABLE 2.1 DISTRIBUTION OF RESPONDENTS BY TYPE OF INSTITUTION

Form I Form II

Percent N Percent

',All Institutions- 1457 100.0 1517 100.0

Unive-z. rsities 421 -28.9 444 29.3

Public 223 15.3 238 15.7

Private 198 13.6 . 206 13.6

Four-Year Institutions 554 38.0 598 39.4

4P
Public 102 7.0 108 7.1

Private 452 31.0 490 32.3

Two-Year Institutions 482 33.1 468 30.9

Public 324 22.2 309 20.4

Private 158 ..: 10.8 159 10.5

Analysis Plan

The general analysis plan involved cross-tabulating item responses

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

or defaUlt rates were performed. The first 'analysis classified institu-

tious into/ three groups by delinquency rate. Those institutions whose

dtlinquency rates were in the top quarter (75th percentil, or above) were

classified as high default rate schools; those in the middle 50 percent

(25th' to 50th percentile') were classified' as intermediate default rate

'schools; and those in the bottom quartile mere classified as low default



rate schools. Responses to selected items-dealing with billing and

collection practices were tabulated by default classification. Results of
-

these analyses are presented in Chapter 9.

The second special analysis of default rates involved regressing

selected administrative practices om default rates, in an effort tolik

assess the partial "effects" of administrative practices. Results of the

stepwise regression analysis 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.

hL



CHAPTER 3

INSTITUTIONAL ORGANIZATION FOR NDSL'

(
To obtain a general framework within which to consider the various

specific, administrative procedures, collection 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

One.qf t e recommendations the Office of Education makes to

instiultions participating in its 2rograms is tha he administration 1,

of financial assistance programs be coordinated by a single office,?

This assures that the:individual needs of students are met in the."-Most

o

effective, economical,. and controlled way.

Within the sample of institutions participating in this study, the
7

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

institutions. The private universities and private four-year institutions

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

t
institutions were the private schools more likely to have a centralized



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 95.62 4.3% .1%

Universities

Public 99.1 .9

Private 91.9 8.1

Four-Year Institutions

Public 98.0 2.0

Private 94.5 5.3 .2

wo-Year Institutions

Public 95.7 4.3

Private 96.8 2.5 .6

In the offices that were not completely centralized, the admin-

istration of the'toLlege Work-Study Program (CWSP) was most likely not

to be inclyded: Twenty-four institutions (1.6 percent of the total

respondent group) indicated that CWSP administration was not included

as a function of the office administering the NDSL Program. Only ten

ti

instituters (.7 percent of the respondents) indicated that the admin-

istration of the (Supp14mental) Educational Opportunity Grant (EOG)

Program was not a function of the office responsible for administering



NDSL. Within the different institutional types, the number of insti-

.40kutions that reported exclusion of (S)E0G 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 universities

were the least likely 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 public' 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 59.3% 40.2% .5%

Universities

Public 30.9 69.1

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

2 aj
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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 .4,40

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

Institutional Type
Issuing
Checks

Billing &
Collection Accounting

All Institutions

Universities

37.12 26.02 24.CZ

Public 29.2 18.8 15.7

Private 29.3 21.7 20.7

Four-Year Institutions

Public 41.2 25.5

Private 34.5 28.5 25.9

Two-Year Institutions

Public 39.2 22.6 17.6

Private 58.9 41.8 45.6



About 60 percent of the respondents indicated that they utilized a

quarterly billing cycle for borrowers who had left their institutions.

The incidence of quarterly billing was highest fn the private universities

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

respectively. In the two-year private institutions, only 45.3 percent

billed quarterly.

The next most common billing cycle was monthly, used by 20.2 per-

cent of all institutions. Bimonthly billing was used by less than 1

percent of all institutions, and only in the two-year public and private

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

TABLE 3.4 FREQUENCY OF BILLING CYCLE

Institutional Type

Frequency of Billing Cycle

Monthly Bimonthly Quarterly Other No Response

All Institutions 20.2% 9% 59.6% 8.2% 1.2:

Universities

Public 24.8 .4 '53.8 8.8 12.3

Private 19.9 64.1 6.8 9.2

Four-Year Institutions
)

Public 17.7 .9 60.2 12.0 9.3

Private 15.7 .6 68.4 6.3 9.0

Two-Year Institutions

Public 23.9 1.3 54.4 7.4 12.9

Private 22.6 2.5 45.3 12.6 17.0



Among those institutions where the selection and collection re-

sponsibilities were not assigned to the game office, only about half

the responebnts indicated that the amounts collected were systematically

reported to the office responsible for selecting recipients. In all three

institutional types, the public institutions were more likely to have

-collections systematically reported to the selecting office. Public

universities were most likely to have such a procedure (nearly two-thirds

rdronded yes), whil-e private two-year institutions were least likely.

The following table shows the responses to this item.

(4148

LE 3.5 SYSTEMATIC REPORTING OF NDSL COLLECTIONS TO OFFICE
RESPONSIBLE FOR SELECTION OF RECIPIENTS *_

Systematic Reporting of Collections

Institutional Type Yes No Does Not Apply No Response

All Institutions 51.6Z 19.32 7.2: 1'

Universities

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 '3.5

Two-Year Institutions

Public 55.3 19.1 J. 16.7

Private 42.4 11.4 10.1 36.1

The specific question'was, "If your office is not responsible for NDSL
collection, are the amounts collected reported systematically to your
off ice ?"
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Eliminating the institutions...X.17st did not respond to the item

(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

the smallest percentage of respondents indicating

no systematic reporting procedures; the private universities and four-
.

year institutions.hi the highest percentages. Table 3.6 presents the

responses to this item for all Institutions but those that indicated the

item did. not apply.

- TABLE 3.6 'RESPONDENTS WITHOUT SYSTEMATIC REPORTING TO OFFICE
RESPONSIBLE FOR SELECTION OF RECIPIENTS

'Institutional Type
e-

Percent with No -
Systematic Reporting

All Institutions 27.2

Universities

Public

Private

s.
Four-Year Institutions

19.7

29.2

Public 14.1

Private 36.2

Two-Year Institutions

Public 25.7

Private 21.2

27
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'Data Processing,

I
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Very few institutions (only slightly more than 11 percent) reported

making extensive -.use of data processing equipment in 1972-73 in their

financial aid operations for purposes other than billing and collection.

Close to 60 perdent ?Aid they did not use it at all. Among all inst4--

tutional types, the public institutions were more likely to use data

processing equipment than were the private. Private two-year institutions

were the least likely to use data processing in their administration of

financial aid. The following 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 OPERATIONS OTHER THAN BILLING AND
COLLECTION

Data Processing Use

Inteitional Type Extensive Some None No Response

All Institutions 11.46 29.0% 59.4% .2%

Universities

Public 27.8 43.5 28.3 .4

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-Year Institutions

Public 6.8 27.5 65.4 .3

Private, 5.1 10.1 83.5 1.3



A computer was used more for the generation of bills for 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

percent) said computers were used in the gene'ration of NDSL billings.

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

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

percentages of institutions using computers were in the private univer-

sities and private,four-year institutions. The lowest percentage 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

All Institutions 48.0% 47.2% 4.8%

Universities

,Public 46.2 50.0 3.8

Private 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 Isn 1.1.9

iJ

2 0
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TABLE 3,9 PERCENT
OF RESPONDENTS WITH WRITTEN PROCEDURAL GUIDELINES

Institutions Reporting Having Written Procedures

Type of Written All University FourYear Two-Year
Procedural Guidelines Institutions Public Private Public Private Public Private

Packaging vgious

types of aid 51.3%

Clerical steps in

processing financial

aid applications

Reviewing need

analysis

Reviewing applicants'

academic credentials

Reviewing applicants'

qualifications, such

as leadership,

creativity

Criteria for seletting

NDSL recipients in

addition)p those in

Manual

64

56

.7

1

46,0

61.0%

77.1

66.4

51.1

18.8 18.8

28.3 40.8

49,0% 50.0 %' 50.27.

60.1 68.6 59.7

56.1 54.9 48.7

47.5 46.1 45.6

23.7 10.8 12.6

26.8 29.4 22.8

51.9% 43.7%

66.1 62.0

57.4 60.8

39.8 50.6

1.1 22.8

25.9 32.3
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TABLE 3.10 INSTITUTIONS' WITH FULL -TIME bIRECTORS
OF STUDENT FINANCIAL AID PROGRAMS' ..,

All Institutions ' 73.4%.
(

Universities
-.

Public 95.1

Private 77.3

Four-year InstitUtions.

Public 87.3

Private 72.1

Two-year Institutions

Public 67.6

'Private 44.9

Including the director (where appropriate); the average staff in

filancial aid offtces-included 1.8.10ufl-time adminivrative,(profes-
w

sional) staff persons (Wring 'the period Of the study. PubliC univer-
.

siries averaged 3.3 131h)fessional. staff;.private universities, 2%73;

public four-year institutions, 1.6; private tour -year institutions, 1.4;

public two-year schools, 1.3; and private two-year schools 1.4. 'Table

3.11 shows the distribution of professional'staff members for institutions

in the different groups.

At "most institutions, the mean experience level of the professional

staff members in the financial aidoffice was about three years. The

private universities and four-yeai institutions the more experienced

staffs, the private two-year_institutions the least experienced.

3

1



TABLE' 3.11 DISTRIBUTION OF PROFESSIONAL STAFF EXPERIENCE IN FINANCIAL
AID ADMINISTRATION

.Perc nt of Staff with Years Experience

Institutional Type Under 1-2 2-3 3-4 4 or more Mean

All Institutions 17.9Z 16.8% 15.5% 14.8% 34.9% 3.0

UnIersities

Public 18.4 18.2 15.9 16.9 30.6 2.9

Private 18.4 15.5 13.2 14.1 38.7 3.1

Foilr-Year Institutions.

Public ,

Private

18.6

16.4

13.8

15.2

15.0

15.4

17.4

13.3

35.3

39.7

3.0

3.1

Two-Year Institutions

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

Not unexpectedly, very few of the respondentsfelt that either

their professional or their clerical staff leel 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 memberslond only 1.2

percent said they had more than adequate clerical staff numbers.. About

one-third believed their professional and clerical staff complements were

barely adequate, while 20.6 percent reported that their professional staff

nu ers were less than adequate and 29.4 perCent that their clerical staff

numbers were less than adequate.

Among all institutional types, the private institutions were more

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



Tables 3.

questions

12 and 3.13 show the actual distributions of responses to the

about adequacy of professional and clerical staffs.

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

Perception All Universities Four-Year Two-Year

of Adequacy Institutions Public Private Public Private Public Private

More than
adequate

Adequate

Barely
adequate

Less than
adequate

No response

1.6% .5% 1.5% 1.6% .9% 5.7%

43.2 36.3 39.4 33.3 46.7 40.4 59.5

33.8

20.6

33.6 43.4 30.4 33.6 34.3 32.4

28.7 15.7 36.3 16.8 23.8 9.5

1.3 .6 1.9.8 .9

TABLE 3.13 PERCEPTIONS OF ADEQUACY OF SECRETARIAL AND
CLERICAL STAFF SIZE

Perception
of Adequacy

All
Institutions

Universities
Public Private

Four-Year
Public Private

Two-Year
Public Private

More than
adequate 1.2% .5% 1.0% 1.3% .9% 3.2%

Adequate 35.0 20.6 34.9 21.6 39.4 33.3 55.7,

Barely
adequate 33.6 42.6 32.3 33.3 31.4 33.6 28.5

Less than
adequate 29.4 35.4 31.3 45.1 26.3 32.1 12.0

No response .8 .9 .5 1.6 1.3
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While the respondents perceptions of the adequacy al their profess

sional staffs were related to staff size,-there was not as muchNdifference

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 professional staffing was at least adequate, bu; only

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

than four administrators said the same. Table 3.14 shows the perceived

adequacy of professional (administrative) staffing by staff size.

Ow

TABLE 3.14 PERCEPTIONS OF ADEQUACY OF ADMINISTRATIVE
(PROFESSIONAL) ST F SIZE BY LEVEL OF STAFF,
ALL INSTITUTIONS

Numb of Administrative Staff

Perception of Adequacy 1 23 4

Mol'e than adequate 1.4% P.7% 1.7% 1.6%

More than 4.

Adequate 41.2 46.0

Barely adequate 33.8 33.8

Less than adequate 23.0 16.9

No response .6 r.7

48.3 .4.0 53.7

35.3 41.0 6$.9

13.8 16.4 17.9

PA
.8 1-5

The average number of staff members for billing and collection at

all institutions was 2.36 full-time equivalent administrative and 1.77

full-time equivalent clerical staff. Public two-year institutions had

the largest full-time equivalent staffing And private two -year insti-

tutions had the lowest. Only 21.4 perCent of the administrative and 24.1

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



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.
No*

TABLE 3.15 CLERICAL STAFF COMPLEMENTS INVOLVED IN NDSL BILLING AND
COLLECTION

Clerical Staff Working on
NDSL Billing and Collection Who Were

Institutional Type
Full
Time

Less
Than Full
But Over

Half Time Half Time Quarter Time
Full-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

Private 20.2 19.9 19.3 40.5 2.75

Two-Year
Institutions

Public 18.5 14.7 16.4 50.4 2.95

PrOate 18.2 15.5 18.2 48.1 1.05
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TABLE 3.16 ADMINISTRATIVE STAFF COMPLEMENTS INVOLVED IN NDSL BILLING AND
COLLECTION

Institutional Type

All Institutions

Universities

Public

Private

Four-Year
Institutions

4ublic

sPriNste

7
Two:Year
Institutions

Public

Private

Administrative Staff Working on
NDSL Billing and Collection Who Were

Full
Time

Less
Than Full'
But Over
Half Time Half Time Quarter Time

Full-Time
Equivalent

21.4Z 17.5% 17.22 43.8: 2.36

...,

.28.2 21.6 18.9 31.3 '2.16

'23.3 17.0 15.0 44.7 2.16

26.6' 13.9 16.5. 43.0 2.36

19.5 19.0 18.0 43.5 .2.88

16.9 14.3 17.2 51.6 3.69

18.2 15.5 16.6 49.7 . 1.30

As-tables 3.17 and 3.18 show, nearly half the institutions (46.6

percent) thought the level of clerical staffing for NDSL billing and

collection.was at least adequate, and more than half (51.3 percent)

thought the level o-f administrative staffing for these functions was at

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 staff levels



wct-c at l AAAt aacquAte. It-+. Alci see thAt when -scar - -e personnel

resources had to be distributed they were more likely to go to collection

than to seliction.

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

Perception
of Adequacy

All - Universities
Institutions Public Private

Four-Year
Public Private

Two-Year
Public Private

More than
adequate 4.2Z 2.9% 1.5% 3.7% 3.1% 4.2% 13.87..

Adequate 47.1 39.5 56.3 38.0 51.2 42.7 49.1

Barely
adequate 24.0 26.9,afar

1,

23.8 31.5 26.7 19.4 15.J

Less than
adequate

.1"*

14.0 21.Q 10.2 21.3
,

10.8 18.8 3.8
A

No response 10.6 9.7. '8.3 5.6 8.2 14.9 18.2

TABLE 3.18 PERCEPTIONS OF ADEQUACY OF CLERICAL STAFF SIZE FOR
BILLING AND COLLECTION

Perception
of Adequacy

All
Institutions

Universities
Public Private

Four-Year
Public Private

.Two-Year
Public Privte

More than
adequate 4.0% 2.1% 2.9% 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 5.8 4.6 8.4 12.0



The most commonly reported training for the reepotsdenta warn attend-

ance at financial Aid workshops sponsored by thy American College Testing

Program (ACT). the Collogr'Scholarship Service (CSS), the Otficr of

Education (OR), or some other organization. Across institutional types,

more than nine out of ten of the respondence had attended such workshops.

The next most commonly reported training was attendance at 4n Office of

Education tripartite application workshop. Graduate or undergraduate

course work in business administration was reported by alightlyamore than

half, graduate courses in counseling by slightly less than half, and

graduate courses in student financial Aid administration by the smallest

number. Table 3.19 shows the percentages of respondents reporting having

participated in the different types of training.

TABLE 3.19 PERCENT OF RESPONDENTS WITH PARTICULAR TYIES OF TRAINING

Universities Four-Year Two-Year

Type of Training Public Private Public Private Public Private

Graduate, courses
in Student finan-
cial aid admin-
istration

Attendance at an OE
tripartite applica-
tion workshop

Attendance at a
financial aid
workshop sponsored
by ACT, CSS, OE,
or other
organization

Graduate courses
in counseling

Course work, under
graduate or graduate
in business admin.

13.0 8.6 18.6 13.5 "21.0 5.7

91.9 84.3. 83.3 84.1 85.8 78.5

97.8 94.4 93.1 93.1 . 95.4 93.7

61.4 44.4 63.7 36.1 68.2 32.3

\N.

62.8 50.5 55.9 50.7 48.5 48.7
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NMI. RECIPIENT SELECTION AND PACEACINIC PATTERNS

The primary and most essential condition of an applicant's cligi-

'biIity for a National Direct Student Loan-i` that he or site in in nerd of

the requested loan to pursue a course of study during the period for

which the application is made.

Financial need is' the relative difference between the expenses

associated with college or postsecondary school attendance and the

ability of the family to contribute toward those expenses from its

income and assets.

Need Analysis Systems Used

At the time of the study, OF-approved need analysis systems included

those published and operated by the American College Testing Program and

the College Scholarship Service. Other acceptable systems were the income

tax method and the OE Alternate Method.

Financial aid administrators were asked which system of need analysis

they used in 1972-573 to determine students' needs 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 method

or the OE. Alternate Method (see Table 4.1),

'Since the study was conducted, other need analysis systems have been
approved -- notably the gzaduate 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

Institutional Type. .ACT. CSS
InoRme
/7k

OE .

Altertiate Own
Method Method No Response

All Institutions 18.1% 66.6% 4.4% 4.0% 1.1% 4.8%

Universities

Public 21.1 65.9 3).1 3.6 3.6

Private 3.5 86.4 2.0 . 1.0 $.6 1.5

Four -Year,Institutions
N..

Public 22.6 63.7 6.9 3.9 1.0 2.0

Private ' 11.7 79.4 1.1 -, .6 1.5 5.5
/,/' /

TWo-Year Institutions
4.

Public 29.6 46.0 8.9 5.9 .., 4.3 5.3,

P\
Private 24.1 50.6 7.6 '4.4

..,

3.8 9.5

Selection of NDSL Recipients

Responsibility for deciding. which students,were to be awarded NDS4s

appears, .in the main, to have rested. with a single individual at each-'

institution. When asked, "Does more than one, member of the adminstra-

tion or faculty approve each NDSL application before a loan, commitment
*m

is made?" 56.4 percent of the aid officers respdnded negatively (see. Table

4.2).

Because institutions often receive insufficient NDSL allocations

. to meet the needs of all eligible students, items were included in

the questionnaire for financial aid administrators to deterthine which

subgroups of students received priority in the award of NDSLs. Aid

4 '
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TABLE 4.2 DOES MORE THAN ONE MEMBER OF THE ADMINISTRATION OR FACULTY APPROVE
EACH NDSL APPLICATION BEFORE A LOAN COMMITMENT IS MADE?

Institutidilal Type
Yes, f

Almost
;- Yes,.for
siChSes Complicated' Cases No No Response

All Institutions

Universities

Public

Private

6%

22.0

25.3

20.8%

31.4

19.7

56.4%

45.7

55.1

0.2%

1.0

Four Year Institutions

Public 13.7 27.5 58.8

Private 25.2 17.9 56.6 0.2

TwoYear Institutions

Public 15.7 16-.4 67.6 0.3

Private 32.3 20.3. 47.5

administrators were asiled,to rank order the top four student subgroups,

from a list of eleNfen, in- order of award preference (1 = first prefer.

encei 2.= second preference, '3 third preference, and 4 = fourth

prdference). Blanks, indicating no preference, were scored as "5." Mean

institutional preferences were then computed by institutional type. The

results of this analysis are presented in Table 4.3.

Of the eleven student subgroups presented to aid administrators,

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

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

I



TABLE 4.3 MEAN INSTITUTIONAL PREFERENCE RANKINGS OF STUDENT SUBGROUPS TO RECEIVE NDSLS, BY TYPE OF

INSTITUTION

Student Subgroup

Entering freshmen

Renewal upperclass

First -tine upperclass

Better than average

students (academically)

Prospective teachers

Men

.Women

Neediest students

Needy students

who didnot

qualify for

,other aid 3.4 3.5 3.6

State or local

residents 4.8 4.S 4.9

All Universities Four-Year Institutions Two-Year Institutions

Public Private. Public PrivateInstitutions Public Private

3.9 4.0 3.7

2.6 2.6 2.4

4.5 4.5 4.4

4.6 4.6 4.7

4.6 4,7 4.6

4.9 4.9 4.9

4.9 4.9 4.9 .

2.0 1.9 2.2

Minority students 4.2 4.4 t4.1t 4.4 4.1

3.9

2.5

4.5

3.8,

2.4

4.5

4.1

2.8

4.6

4.7 4.6 4.5

4.8 4.5 4.6

4:9 4.9 4.9

4.9 4.8 ,4.9

1.7 148 11.2

, 4;3

3.4 3.5 , 3.1

4.9 4.8 4.7

3.7

3.4

4.5

4.4

4.7
7 CO

N)

4.9

4.8

1.8

4.0

3.2

4.9

4.3
4



followed by rene.cra
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ents, and then by needy students who did not

Qualify for other f of aid.

To gauge minority participation in the NDSL Program in 1972-73: aid

administrators were asked if more than half of their Minority financial

aid recipients received NDSLs as part of their packages. 0 e all, as seen

in Table 4.4, about six in ten aid officers reported this w s the case.

Private institutions i-tutionsions appeared. to be more likely than public insn

to ,assign NDSLs to minority group students, a finding that may.h1

attributable to the higher costs, and nee
y

t private institutions. A'

noteworthy except ion to' these generalizdtions is the finding. that over

60 .Percept of"tte Public tworyear colleges did not have more than half of

their, minority aid recipient populitions SLs. This could conceivably

reflect lower costs and/or differences in, packaging philosophies.

SOLE..4.4 DO MORE THAN HALF OF THE MINORITY FINANCIAL AID RECIPIENTS
AT THE-. INSTITUTION RECEIVE NDSLS AS PART OF THEIR PACKAGES?

Institutional Type
.

All Institution

Universities

Public

Private

Four-year Institutions

Public ,

Private

Two Astitution*

Public

Private

A*
Yes No No Respon;e

61.8% 34.5% 3.7%

62.8 33.6 3.6

70.2 24.2 5.6

e 60.8 32-4 6.9

76.8 20.6 2.7

34.6 . '61.4 4.0

32.3 20.3 47.5



Case .Studies its Packaging'

To enable an investigation of theeprocedures 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 institutions womd offer some_

type of aid to each applicant and, for those who would normally be offered

aid, the amount of NDSL, grant, and/or employment aid. The administrators

were instructed to use the piocedures and criteria,they would normally.

apply to admissible prefreshmen aid candidates.

Pe'rtinent,academic and financial facts were provided for each

of the three cases. The first case was intended to represent the

.
_
navetage" student, who, socioeconomically and academically, would not be

considered especially a'vantaged nor disadvantaged. Compared with the

other entering students,. his orher ability and achievement were described

The parents' combined net income was given as $9,750-andas average.
.y

there were three dependent children. The parents"' contributiok..was

estimated at $700, the student's contribution at $400, and the total

family contribution at $1,100. In the descriptions thit follow, this

student will,be described as average.

The second case was intended to represent a student wh-o. was

"disadvantaged" both academically and socioeconomically. Compared

with other entering-freshmen, ability and achievement-would place him

or her in the bottom 25'percent. The parents' combined net income was

given as $4,500 and there were three dependent children. The parents'

contribution was estimated at zero, the student's contribution at $400,

4 -1
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and the total family contribution at $400. In the following descriptions,

this student will be described as disadvantaged.

The final case presented a student who both academically and socio-
.

economically was considered "advadtaged." Ability and achievement

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

compared with other students, and the parents' combined incomewvs

estimated at $12,000. There were three dependient children. The pare'nts'

contribution w as estimated at $1,120, the s 'tudent's contribution at

$400, and the otal family contribu.tion'at $1,520. This student will be

described as advantaged in the following discussions.

Table 4.5 shows the need analyses that were'reported by the insti-
tutions for these three student cases. In all cases, the institutions

were instructed to use the budgets and procedures they applied eca the

1972-73 academic year.

,//
Th_e budgets eported were somewhat higher thdn.might haye been

expected when compared with those r rted"by the College Scholarship

Service for the 1972-73 academic year. (Allen, J. and Suchar, E. W.,

Student Expenses at Postsecondary Institutions [New York: College

Entrance Examinations Board] 1973, p. ix). The weighted avera)tt-budget

for all public universities and four-year institutions,inc1uded in this

study was "$2,14, ascompared\4.1b the $1,984 reported by the. CSS as the

average resident budget .at these types of institutions. The weighted

average budget for the private universities and four-year institutions

in this study was $3,434, as compare with $3,279 reported by CSS fore
resident students at these institutions. The private two-year insti-

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

4,



TABLE 4.5 AVERAGE NEED ANALYSIS, THREE SAMPLE CASES (1972-73 ACADEMIC YEAR BUDGET AND PROCEDURES)

All Universities Four-Year Two-Year

Institutions, Public Private Public Private Public Private

Average .

0,

Budget $2,703 $2,L91 0,768 $2,047 . $3,273 $1,752 $2,792

Less Familytontribution 1,100 1,100 1,100 1,100 1,100 1,100 1,100

Financtal Need $1,603

,

Disadvantaged
44,

..,

Budget $2,687 $2,194 $3,733 $2,034 $3,274 $1,740 $2,767

Less Family Contribution 400 400. 400 400 400 400 4 00

Financial Need $2,287 $1,794. $3,333 $1,634 $2,874 $1,340 $2,2367

41,091 $2,668 $ 947 $2,173 $ 652 $1,692.

Advantaged

Budget $2;724 $2,200 $3,779 $2,044 $3,270 $1,818 $2,811

Less Family Contribution 1,520 1,520. 1,520 1,520 1 5 1,520` 1s520

Financial Need $1,204 $ 680 $2,259 $ 524 $1,750 $ 298 $1,291

11 1

.4
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with a CSS resident student..budget of $2,539 for the 404te institutional

type. The public two-year institutions in thfs study repOrted $1,752 as

compared 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 average

CSS resident average

CSS commuter average

$2,146

1,984

1,758

Private Universities and
Four-Year Institutions

NDSL study weighted average

CSS resident average

CSS commuter averagi

$3,424

3,279.

2,743

Public Two-Year,
Institutions

NDSL study average $1,752

CSS commuter average -1,637

PriVate Two-Year
.Institutions

NDSL study average

CSS resident average
A,

CSS commuter average

$2,792

2,539

2,088
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As might be expected, almost every responding insfitution indicated

it would offer assistance to the "disadvantage? student, but most also

indicated they would offer assistance to the "average" and "advantage"

The smallest percentage ,indicating aid offers to the advantaged student

was at the twoyear public institutions, where only sliettly,more than

half would have offered any assistance; the next smallest percentage was

at the private two-year institutions. The two-year public and private

institutions also had the smallest percentages offering aid to the average

student, 87.3 percent and 91.8 percent, respectively. There was little

difference. in the Percentages of institutions - reporting that they would
4

offer some assistance to the disadvantaged student. Table 4.7 shows the

percentages 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
Case

Disadvantaged
Case

Advantagei
Case

AQ Institutions 94.1 97.4 81.7

Universities

Public 96.8 - 98.7 85.2

Private 9.4 95.5 96.5

Four-Year Institutions

Public 96.0 99.0 85.3

Private 96.9 :97.1 96.,5

Two-Year Institutions

Public 87.3 918.5 52.5

Private 91.8 96.2 74.1
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Tables 4i8-4.10 show the types of aid that would have been offered to

the three different -types of students. The disadvantaged student would .

have.had the highest probability of receiving grant assistance, with 97.3

percent of all institutions reporting they would offer grants, and the

lowest probability of receiving NDSL assistance (only103.6 percent .of

all institutions indicated they would offer this student an NDSL). This

.4robably.reflects institutional intentiola to avoid offering loans to

entering freshmen with marginal academic credentials, in order to minimize

the risks of entering disadvantaged students.

The average student had the lowest probability of-receiving grant-

assistance, with only 57.8 percent of all institutions indicating a grant

offer; 88.5 percent of the institutions reported an offer of NDSL assLs-

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

they would offer the average student a job.

The advantaged student would have been offered an NDSL by 62.2

percent of all institiltioms, a-grant by 68.1 percent, and work by .51.9

percent. The smallest percentages of institutions offering the different

types of aid to the advantaged student were at the two-year is.Litutions,

where, it should be remembered, financial need was lowest.

Only a few institutions would have offered loans from sources other

than the NDSL fundtoany.of these students. In most cases there was only

a slight difference between the percent of institutions that would have

7
offered !ilDSL and the perient that would have offered any type of loan,

indicating that the NDSL Program was the source to which most turned for

the loan portion of the financial aid package. (This would not include

the guaranteed loans available through sources outside the institutions,

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



TABLE 4.8 PERCENT OF INSTITUTIONS OFFERING DIFFERENT TYPES OF ASSISTANCE:

(1972-73 ACADEMIC YEAR)

ADVANTAGED STUDENT

All
Institutions

Universities

. Public Private.

Four-Year

Public Private

Two-Year

Public Private

Percent That Would

Offer Any Aid 81.7 '85.2 96.5 85.3 "1'96.5 52:5 74.1.

Df Those That Would

Offer Aid, Percent

Offering

NDSL 62.2 59.5 67.5 50.6 71.1 37.1 70.1

Any kind of loan 65.6 t1.6 74.3 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 0.4 40.2 62.6 34.1 65.8
...

'ABLE 4.9 PERCENT OF INSTITUTIONS OFFERINC.DIfFERENT TYPES OF ASSISTANCE: AVERAGE STUDENT

(1972-73 ACADEMIC YEAR)

All Universities

Institutions Public Private

'ercent That Would

Iffer Any Aid

1,

if Thoge That G:ould

lifer Aid, Percent

If ering

NDSL

Any kind of loan

rant

Work.

94.1 96.8

.83.5 88.4

84.7 88.4

57.8 44.9

750:7 56.5

96.4

93.7

94.8

74.9

84.3

Four-Year

Public Private

Two-Year

Public Private

96.0 96.9 87.3 91.8

716. 91.3 61.8 84.8

78.6 93.2 61.8 89.0

38.8 77.6 29:7' 62.1

.67.3 88.4 67.1 77.7



TABLE 4.10 PERCENT OF INSTITUTIONS OFFERING DIFFERENT TYPES OF ASSISTANCE: DISADVANTAGED
STUDENT (1972-73 AGADMIC YEAR)

'All

Institutions

Universities

Public Private

Four-Year

Public Private

Two-Year

Public Private

Percent That Would

Offer Any Aid

Of Those That Would

Offer Aid, Percent

97.4 98.7 .95.5 99.V 97.1 98.5 96.2

Offering (

NDSL . 73.3 72.3 88.9 72.3 87.5 39.8 84.9

Any kind of loan 73.6 74.1 89.9 ., 72.3 87.5 39.8 L 85.5

Grant 97.3 97.7 98.4 99.0 99.1 96.9 89.5

Work 73.2 51.8 73.5 58.4 81.3 79.9 76.3

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

All

Institutions

Universities

Public Private

Four-Year

Public Private

Two-Year

Public Private

Average NDSL Offer,
;

Average student $677 ' $593 $869 $487 .$781 $399 $707

Disadv(anLged student 655 555 766 504 '737" 376 754
Advantaged student 606 471 736 426 641 416 698

Total Loan Offer

Average student 689 608 ,892 487 793 402 709 .

Disadvantaged. student 664 560 .773 511 746 383 764

AdvantJged student 617 495 751 457 653 395 691



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

of -the disadvantaged student, for those who would have been offered

loans the mean amount was generally smaller than what would have been

given to the average student.. At all institutions, the mean NDSL offer to

the disadvantaged student would have been $655 as compared with $677 for

the average student. The advantaged student would have received an even

smaller amount, $606 on the average. Only at the four-year public. and

two -year private institution's would the mean NDSL offers to thedis-.

advantaged been larger than those to the average student.

The average offer of any kind of loan to the three types of st4dents

would have been only slightly larger than the NDSL offer, indicating-

that the institutions were not adding significant amounts of borrawing

from sources other than the NDSL Prograim to any of their packages.

Table 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.

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 eviderit in the

loan offers. The private institutions, with their substantially higher

mean costs, apparently made up for that difference through inclusion of

significantly higher grant offers. Where the public university would have

offered the average student a $427 g-rant,.the private university would

have offered the same student $1,140; the public four-year institutions

would have offered $352 in grant 014 the private four-year $873; and the

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

two-year institutions.
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The disadvantaged student would have received e)en larger grant

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.-

0 While the incidence of offers of grant assistance to the advan-

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

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

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

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

Table 4.12 compares the mean amounts-of-grant assistance institutions

reported they would offer the three kinds of students.

The average amount that would have beet offered_in term-rime

employment was generally consistent foi each type of student at each

type of institution: It appears that if oymept assistance were

offeked as a part of the' package, it would have le i in an amount elated

more to the .student's. probable ability to earn th"an to his- or her total

financial need. -The mean employment offer for the aveiage'student at all

institutions that included employmej4t in the packa40,tas $544, for the
0

disadvantaged studentstudent $564, and the roradvantaged $499. The clisadvari-

taged student was expected to"-earn the largest amount through pmployment,-
.

ar

and-it is -not likely that this amount would be a function of higher pay;

rather, it appears that the d.isadvantaged w'atild more likely have seen

expected to work longer hours-to-make up the difference.

Table 4.1_3-preSentS.4the mean amounts of work that would

offered as part-of_the hypothetical financial aid packages.



TABLE 4.12 AVERAGE GRANT OFFERS

All Univers1ties Four7Year!, Two-Year

Inititutions Public Private Public Private

Average Student

Disadvantaged

Student 1,291 '1,045 2,054 897 1,647

$ 740 11 $ 427 $1,140 $ 352 $ 873

Advantaged

Student 760 42' 1,189, 315 901

Public Private

$ 261 $ 548

714 1,093

229 427

).1
TABLE 4.13 AVERAGE EMPLOYMENT OFFERS

All

Institutions Publifl Private Public Private , ,Public

azversities Four-Year Two-

Average, Student

Disadvantaged

Student

Advantaged,

Student ' 499 531

$544

564

$ 577

-2

610

'9 635 $ 525- $ 519 $ 515 $ 528

654 495 515 589

569 4443 469 459 526



'-..,

1 .

'.percentage points may seem 'paa114..the actual dollar amounts were- con-

..s.

,o.

Sideral:Ile. The largest absolute'-dollar gaawas for the ' average student.g.
. .. _ 4(

- ,

. --.

attending the private- university, where aid offered was 4434 less than

-45-

The total assistance that would have been offered to the students

.in the three sample cases varied according to their need, with the dis-

',advantaged student being offered an average of $2,158 at all institutions,

the average student $1,423, and the advantaged- student $1,182. The

highest mean- offer, $3,197, would have been to the.disadvantaged student

attending a private university. The lowest mean offer, $413, would have .

gone to the adirantaged student at a public two-year institution.

In general, the institutions did not report offers that would have

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

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

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

88.8 percent for the average student. WhiI this gap as measured by

financial need. For the disadvantaged student with no family resources

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

.from $286 at the private two-year institutions to $42 at the 'public

universities:

In :some instances, the aid that would have been offered exceeded the

need reported. -This is probably due to the practice of including work-
,

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

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

,income would reduce the effective income to the student to a level

within the ,measured financial netd.
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Table show 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

represented "nearly all assistance offered, it is not shown separately.

The disadvantaged student would have received the largest percentage of

grant Assistance, the average student the least. The3package for the

average student was nearly balanced, with onethird coming from each

source; tbe package for the..4isadvantaged student was heavily weighted

iolth grant ; and that fbr the a aged student included a significant

portion of grant aid; e

'Average Student Financial.'

Aid Package at gll

Institutions

DiSadvantaged Student

Financial Aid Packdge at

.All Instittitions

Advantaged Student

Financial Aid Package at-

Al institutions



TABLE 4.14, TOTAL AID OFFERED RELATED TO FINANCIAL NEED

All Universities Four-Year Two-Year,

Institutions Public Private Public Private Public Private

Total Aid Offered

Average student $1,423 $1,056

Disadvantaged student 2,158 1,75Z

Advantaged student 1,182 715

Percent of Need Met

Average student 88.8: 96.7:

Disadvantagediptudent 94.3 97.7

=Advantaged student 98.2 105.:

Unmet Need

Average Atudent

Disadvantaged student 129 42 136 88 171 44 286

$2,234

3,197

1,914

,
1

z,

83.7: 92.2: 86bt 103.02 81.4: .1

'95.9 94.6 14.1 96.7 87.9

84,7 106.3 85.8 138.6 86.7

$ 873 $1,876 $ 671 $1,378

1,546 2,703 1,296 2,081

557 , 1,502 411 1,119

$ 180 $ 35 $ 434' $ 74 $ 297 $ 1 $ 314

Advantaged student, 32, * 35* -, 345 '33* 248. 115* 172

*signs- indicates mean. awards id, excess of financial need.

1

6J
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Table 4.15 shows the composition of the total package at all types of

institutions.

Contiderable differences existed among types of institutions in the

composition of the hypothetical financial aid packages that would have

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

backgrounds.

, a

4:0

s

./



TABLE 4.15 DIFFERENT TYPES OF FINANCIAL AID AS PERCENTAGES OF TOTAL OFFER

,Average Student

NDSL

All loans

Grants

Work

Disadyantaged Student

NDSL

All loans

Grants

Work

Advahtaged Student

NDSL

All loans

Grants

Work

All Universities Four -Year Two -Year

;ilititutions Public Private Public, Private Public Private

T

39.7: 45.7 36.4 43.9 38.0

41.0 51:0 37.8 49.3 39.4

30.0 18.1 38.2 15.6 36.1

29.0 30.9 23.9 40.5 24.5

22.2 22.9 21.3 23:5 )3.9

22.7 23.7 21.7 23.9 24.1

58.2 58.3 63.2 57.4 .60.4

19.1 18.0 15.1 18.7 15.5

31.9 39.2 '26.0 38.6 30:4

34.3 42.7 29.2 41.5 37.0

43.8
. 36.2 52.0 26.6 48.4

21.9 21.1 18.8 31.9 19.6

36.8 43.5

37.1 45.7

11.5 24.7

51.4 29.6

11.6 30.7

11.6 31.4

53.4 47.0

3 21.6

37.3 43.7

39.5 45.9

22.8 23.1

37,7 30.9

4

63
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CHAPTER 5

INSTITUTIONAL PERCEPTIONS OF PROBLEMS

IN THE AWARD OF NDSL FUNDS-

One'method of assessing the impact and effectiveness of the admin-

istration of the National Direct Student Loan Program is to review the

problems perceived by those responsible for selecting the recipients. It

is generally agreed that success in collection is partially dependent on

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

administrators responsible for selection of recients are not able to

complete that process in an orderly, efficient,and businesslike manner,

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

The questionnaire administered to the institutional representa-
,

tives of the NDSL Program -- generally the financial aid officer at

each participating institution -- asked that they indicate the degiee

of difficulty their institutions experienced with the following admin-

istrative aspects of the program:

a. assessing the need of student's dependent on their parents

b. determining which students were financially independent
of their parents

c. determ4 ning students' eligibility for NDSLs
40

d. identi ing transfer applicants who had had NDSLs at other
institut ons

e. raising the institutions share of the NDSL fund

f. obtaining loyalty oaths from borrowers

g. preparing NDSL operations reports
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h. executing promissory notes

i. determining when the student unrest provision was Applicable

.1 timely notification to recipients about their awards

k. finding time to conduct necessary interviews with aid
applicants

1. finding time to review applicants' financial needs

m. answering correspondence from aid applicants in a timely
fashion

;e: O
n. adequaty of the NDSL administrative Cost allowance

The responses were in three categories: considerable difficulty,

some eifficulty, and little or no difficulty. Analysis of the responses

indicated-that, in general, certainoproblems were commonly believed to

be of at least some difficulty to all the administrators. Variation in

perception was more a function of the kind oE problem than the type of

institution, although some institutional differences did exist.

Problems in Selecting NDSL Recipients

The administrative aspect of the program considered to be the most

difficult for all was the determination of 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

two out of ten reported considerable difficulty. Administrat s at the

citt-----'epublic institutions of all types, which typically serve older stu at

0111.

-

populations, generally reported more difficulty in making this dete

mination than did their colleagues at the private institutions. Table 5..i

shows the distribution of responses to this item.

4



TABLE 5.1 DIFFICULTY IN DETERMINING FINANCIAL INDWENDENCE
FROM PARENTS

Level of Difficulty Reported

Institutional Type- Considerable Some None

Little
or

No Response

All Institutions

Universities

19.8% 55.3% .24.5%

Public 19.7 57.4 22.9 - -

Private 18.2 48.0 32.8

Four-Year Institutions

Public 24.5 57.8 17.7

Private 20.4 57.7 21.7

Two-Year Institutions

Public 18.8 58.6 22.2 .3

Private 19.6 45.6 33.5 1.3

The next most difficult administrative problem was finding the

time to'conduct the necessary. interviews with aid applicants. This

is potentially a serio prbblem for the NDSL Program, for if financial

aid administrators -cannot hold interviews with applicants, they may

not be able to make the individual judgments appropriate to the sensitive

administration of the program and will be unable to impress upon

applicants the responsibilities and obligations of loan repayrfent. hi,

interviewing difficulty may be reflected in 1972-73 delinquency rates.

6S
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About seven etit of ten respondents had considerable or some dif-

ficulty in filidding time to conduct the necessary interviews. Again, the

difficulties4141Te perceived to be greater at the public institutions than

st the. private institutions (where, as shown in Chapt'er 3, administrators

0

were. more likely to,rperceive the level of professional .1dministrativel

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

4

TABLE 5.2 DIFFICULTY IN FINDING TIME TO CONDUCT NECESSARY
INTERVIEWS WITH AID APPLICANTS

Institutional Type

Level 'of Difficulty Reported,

Little
or

Considerable Spore one No Response

All Institutions 19.2Z 50.7Z 29.47. .7Z

Universities

Public 28.3 49.8 21.5 .4

Private 17.2 53.5 28.3 1.0

Four-Year Institutions

Public 28.4 53.9 17.7

Private 14.8 50.0 34.7

Two-Year Institutions

Public 20.7 53.7 24.7 .9

Private 12.0 -42.4 44.3 1.3



frobless in Office Administration

More than half the inatttutiA noMrs reported at leant ditficult;

kn preparing the NDSL operations raporta. Apong all institutions. 11

percent indicated they had considerable difficulty and 44.3 percent' had

some difficulty. There wAs no significant difference amonA

in the difficulty experienced in preparing operations reports.

TABLE 5.3 DIFFICULTY IN PREPARING NDSL OPE.RATIONS 'REPORTS

Level of Difficulty Re.ported

Institutional Type Considerable Some None

'Little
or

No Re:;pon::c

All Institutions

Universities

11.0: 4.3Z 43.2: 1.67.

Public 12.1 45.7 41.7 .5

Private 11.1 45.0 41.9 2.0
a

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 44.4 41.1 1.8

Private 10.1 39.2 . 46.8 3.8

Another administrative difficulty that troubled many respondents

was finding time to answer correspondence from aid applicants . a
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.timgly fashion; 43.7 percent indicated at least some difficulty, and 10. "4 ,

percent indicated considerabte difficulty. In both the public and the

pr-ivate sectors,, universities .reported more difficulty than did four.

year instItuions, and ,f onr-year institutions reported moFe diffii4iZey

than did two-year institutions. This is perhaps a reflection of -the

size of the.-institutions and the volumes of corresp ndence generated

by larger applicant pools-

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

Level of Difficulty Reported

Institutional Type Considerable Some

Little
or

None No Response

All Institutions 11.2% 43.7% 44.2% .9%
n

Universities

Public 18.4 51.6 30.9

Private
.

18.2 44.4 36.4 1.G

Four-Year Institutions

,P!"
Public 12.8 54.9 32.3

. .

.Private 9.1 43.6 46.7 - .6

Two -Year Institutions

Public
9.Ar

40.7- 48.8 1.5 '

Private '1.9 31:0 65.2. 1.9
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Finding time to review applicants' financial need was of some or

considerable difficulty to 53.2'percent of .the respondents. Within each
...

,

institutional type, the private institutions reported less difficulty

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

tutions hid the least diffiCulty; four-year public institutions had the

gRSt. These differences could also be a function of the perception of

the adequacy of the prOlssiopal staff size, which was higherat

private institutions. This problem should be of concern to program
*Pik

ft

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

Institutional Type

Level of Difficulty Reported

Corisiderable-

All Institutions

1Inversities

Public'

Pfivate

Four-Year

Public

Private

9.5%

Institutions

7.1

10.8

6.6

Two-Year Institutions

Public 12.7

Private 3.2

Some

Little
or

None No Reiponse

43.7%

45.7

459%

37.2

.9%

Ca

470 45.0 .9

60.8 28.4,

40.7 52.0

41.L 44.8 1.5:

39.9 55.1 1.9



tot

N

-58-

Slightly more than half thS respondents indicated they had at least

some difficulty in providing timely notification to the recipients of

awards. Some 14.8 percent reported considerahle difficulty and 36.1.

percent, some difficulty.. Again, the private institutions typically

perceived less difficdity 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 repoi-ted.
A7,

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 desirable time schedule.

.TABLE 5.6 DIFFICULTY IN PROVIDING TIMELY NOTIFICATION TO
RECIPIENTS ABOUT AWARDS.

Institutional Type,

Level of Difficulty Reported

ConSiderable

All Institutioris

Universities

Public

Private

Four7Year Institutions

14.8%

22.9
10

15.2

Public 14.7 i

Private 17.3

TwoYeir,Institutions

Public 8.6

Private 8.9

Some

Little
or

None No Response

r

36.1% 48.2% .9%

44.8 32.3' ...

36.9 46.5 1.5

48.0 3613 1.0

29.9 52.'2 .7

39.2 51.2- .9

26.6 62.7 1.9



At seen in Table 5.7, the problem ofidentifying.transfer applicants

. who.'had had NDSLs at other institutions was of some. or considerable

difficulty to just under. half the respondents (48.1 percent). FoUr-year
P

public institutions had the greatest difficulty with this problem; 55.9

percent reported some or considerable di iculty. As would be expected,

'two -year institutions had.the.least difficulty; -very few of their students

-would have attended other institutions previously.

TABLE 5.7 DIFFICULTY IN IDENTIFYING.TRANSFER,APPLICANTS WHO
SAD NDSLS AT OTHER INSTITUTIONS

Level of Difficulty Reported

Little
. or

Institutional Type Considerable Some None

All Institutions

Universities

Public

Private

Four-Year Institutions

Pub k,ic

Private

Two-Year Institutions

Public

Private

No Response

7.6% 40.5% 51.5% .8%

4.9 43.1 52.0

9.1 44.4 46.5

10.8 45.1 44.1

6.2 45.1 48.0 .7

8.3 37.0 53.7 .9

9.5 22.8 63.9 3.8

,
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3.'

-Other Administrative Problems

Table 5.S shows that few institutions reported significant dif-

fitulties with the Other, a cilimimistraive aspects og the NDSL Program

covered by the questionnaire:.

--,only slightly more than a quarter (27..3 percent) reported any.
difficulty In raising the institution's share of the NDSL

fund. Taro -year .public and Private and four-year public insti-

tutions reported the greatest difficulty.

-- fewer than one.out of five (19.5 pertent) of the institutions'

reported,ady difficulty in determining the financial need of
S. ,

--.

,,. .

studentsviepend-ent.on their:.parentS. 7.%:7o-year private insti-

tutions reported the greatest diff"iculty.

-- only 11.4. percent reported any difficulty in obtaining re-

quired loyaltyoaths from borrowers Private universities had

slightly more difficulty than other types of institutions.

-- 14.6 percent indicated some or considerable difficulty in

executingthe promissory notes. While there was little dif-
T

ference among types of institutions, the private universities

reported the highest level of difficulty.

-- few institutions had difficulty in determining NDSL eligibility;

only 13.7 percent reported problems in-this' area. Private

two-year institutions reported the greatest level of difficulty.
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TABLE 5.8 DIFFWULTY WITH OTHER ADMINISTRATIVE ASPECTS OF THE NDSL PROGRAM

4. :
Level of Difficulty Reported

Considerable Some Liitleor'None No -Response'
-Raising-InstAntion's Share
of NDSL.'

All Institutions .

Utliversitites
Public .

- Private

Four-Year Institutions
Public,
Private

7.5%

5.-8.
5.1

'7.8

9.3

19.8%
.

17.5
14.1

27.5
17.7

Two-Year Institutions*
Public 6.8- 23.5
Private 8.9 23.4

Assessing Need of Students
Dependent on Their Parents

All Institutions 2.5% 17.0%

Universities
Public 2.2 13.0
Private 2.0 17.7

Four-Yelr Institutions
Public .

4.9 15.7
Private. , 1.8 16,6

Two-Year Institutions
Public 2.5 15.4
Private 3.8 27.2

Obtaining Loyalty Oaths
from Borrowers

All Institutions .9% 10.5%

Vniversities
Public .5 10.8

Private 13.6

Four-Year Inititutions.
-Public 2.9 9.8
Private -.2 12.2

Two-Year Institutions
Public .6 7.7

Private 1.3 7.6

72.4 .8%

76.7 .

79*.8

4463.7

1.0

, 1.0

69.4 .3
65.8 1.9

80.1% :4%

84.8
79.8 .5

.

79.4
81.2 . .4

81.8 .3

67.7 1.3

81.2% 7.4%

80-.3

76.3

82.4
82.3

4.3

8.5

4.9
5.3

82.6 9.0
81.6- .5
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TABLE'. 8, Continued

Level of Difficulty Reported

Executingl*romissbry Notes
Considerable SomeJ

All Institutions' 1.0% 13.5%

Universitites'.
. Public .4 14.4.

Private 0 1.0 14.7

Four Year Institut,ions
Public , - -- 13.7
-Private .7 14.2

Two-Year. Institutions
Public 2.2 12.7
Private .6 11.4

Determining Students'
Eligibility for NDSLs

All Institutions .5%- 13.2%

Universities
Public 9.0
Private 12.1

Four-Year Institutions
Public 1.0 12.8

Private .4 10.6

Two-Year Institutions,
Public c.---, .9 15.1

Private , .6 24.1

Determining When*Student
Unrest Provision Applicable

All Institutions 2.1% 8.7%

Universitiesi
Public 4.0 12.6
Private 4.6 10.6

Four-Year Institutions
Public 2.9 8.8
Private .4. 7.7

Two-Year InstitutionS
Public 1.2. *8
Private 1.9 7.6

Little or None No es one

83.9%

8542
'82.3

85.3
83.0

83.3
86.7

i .o
r2:2

1.9
1.3

.85.9%

-2. 86.3

88.5

83.6
74.1

.57

.5

.5

.4

.3.

1.3

' 87.2% 2.1%

82.5 .9

82.3 2.5

v87.3 1.0
90.3 .1.6

00-

90.7
83.5

1.2

7.0
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.

A

7,:-;9.8 percent of the 'institutions had any trouble determining

when (thest-udent unrest provisions were applicable. Uni-

versittes, both public and private, reported the greatest

difficulty.'

The perceived adequacy of institutional NDSL allotments is also en

area that .did and4does pose some administrative' problems. Overall,

slightly' more than half of the institutions pOiled felt the FY 1973 NDSL

funding level was adequate or more than adequate (see Table 5.9). Private

universities believed they were relatively worse off, and public two-year

institutions were most likely'to perceive their funding levels as adequate

or more than adequate.

Administrative Cost Allowance

-The NO131. Program contains a provision that permits institutions
,

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

ill

period to cover administrative expenses. The ETS questionnai e for

financial aid administrators contained three items designed to assess

their perceptions of the administrative cost allowance. First, they

were asked what percentage of their-total NDSL administrative costs

were covered by the allowance. Interestingly enough, almost 7 percent of

the respondents reported they did not use the allowance0 option. Only

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

administrative costs (see Table 5.10).

When asked if the NDSL administrative cost allowarice should be

increased, about 71 perdent of the respohdents said yes. Administra-

tors at public two-gear institutions were somewhat less likely than
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TABLE 5.9 WERE-THE FUNDS FOR AT YOUR1INSTITUTION FOR FISCAL
1973 ADEQUATE, MORE THAN ADEQUATE, OR LESS THAN ADEQUATE
FOR YOUR NEEDS?

More Than Less Than
Institutional Type Adeqbate Adequate- Adequate No Response

All Institution0.

Universities

Public ,

Private

Four-Year Institutions

Public

Private

Two-Year Institutions

'Public 4. 46.3 17.9 35.2

Private 40.5 13.3 44.9
.11..

43.2% 9.8 %' 46.2% .8

45.7 4.0 49.8 .5

39.4 7.6, 51.0 3..0

44.1

42.3

8.8

- 6.9

47.1

50.0 .9

s., .6

1.3

TABLE 5.10 APPROXIMATELY WHAT PERCENT OF YOUR INSTITUTION'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
Covered by Allowance

Percent of
Institutions

None; do-.not use option

1 - 10 . . ..... . . .. 23.5,

0' :111- 6,1%. - 69
.

11 - 20 ..... . 9 2

21 - 30 .
-13 2

31 - 46 7 9

41 - 50 14 4'

51 - 75 l 11 3

76 - 100 6 1

over 100 8

77
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those at other types of institutions to feel the allowance shoUld be

increased; administrators at private institutions were most in favor

of an Increase.

H a r d

TABLE 5..11 IN YOUR OPINION, SHOULD THE NDSL ADMINIS IVE
ALLOWANCE BE INCREASED?

.

\.
to t

Institutional Type Yes No Say iNo Response

0

All Institutions

Universities

Public

Private

Four-Year Institutions

70.7%

77.7

78.2

8.0% 16.9%

6.3 12.2.

5.3 14.1

3.8

2.4

Public 63.0 11.1 25.0 .9

Private 72.0 6.7' 18.4 2.9

Two-Year Institutions

. Public

Private,

62.7. 10.1 20.5 6.8

66.7 12.0 10.7 10.7'

P

TO gain%furthet insight into the ad-ministrative.'cost allqwance

-queStion, .a.dipinistrators were asked what perceritage of the NDSL fund

they. thought they shquld be able to use to -col administrative expenses.

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

opinions, nearly all felt the lowance should be increased.



-66-

TABLE 5.12 WHAT SHOULD THE NDSL ADMINISTRATIVE ALLOWANCE BE?

Percent of NDSL Fund Institutions Should Be' Able to
Use to Cover Adminlstrative ippenses

Institutional Type 4% 5% 6% 7% 8% 9% 10%
Over
1.0%

No

Response

All Institutions 2.4% 20.4% 15.9% 5.0% 4.62 1.52 17.52 6.1%`. 26.62

Universities -,01
.,

Public
c

2.5 25.6 16.0 -5.4., 6.7 1.7 14.3 8.0 19.8

Private 3.4. 18.9 16.5 6.8 5.8 1:9 21.4 5.3 19.2,

.
,..

t

5

N

Four,Yelr
Institutions ,

Publi'c 2.8 15.7 .., 13.9 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

* Two -Year

Institutions
Public 2.3 17.5 12.6 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

Tr_



CHAPTER 6

THE EXIT INTERVIEW

At, the time the study was undertaken, institutions were strongly
- '

encouraged to conduct exit -interviews with NDSL borrowers., to explain

the exact amounts of-the notes, to select and record-repayment plans, to

stress the, importance of repayment, and to collect tracking data that

would enable Aem to maintain contact with the borrowers during the

repayment period..
./.

Exit Interviews with Graduates and afouop V

Fiscal officers41:-4ie7dasked:_ifthei-i institutions conducted exit

.7-- .
interviews in l972=73' with-graduatineNDSL borrowers. In response,,

86.2 percent said exit intervies, were conducted in almost all cases,

, *.

and 8.6 percent said interviews were held in some cases (see Table 6.1).

It is noteworthy that two-year institutions were much less likely than

all other types A institutions to conduct- exit interiewS.

A parallel item was inclUded in the fiscal officers' questionnaire

to examine whether exit interviews were held with borrowers .who dropped

cwt of school. As Chen in Table 6.2, less than 60 perce-nt of the-
,

'institutions held exit-loan interviews for substantially all dropouts".

reflecting perhaps the greater difficulty in identifying dropouts in-
. . , - A

advance and scheduling the interviews,&7"?7 .

1Subsequeni to the study, the U.S. 'Office of Education devel4ed
regulations pertaining to due diligence that require exit interviews.

.

'! f
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TABLE 6.1 EXIT INTERVIEWS CONDUCTED WITH GRADUATING, NDSL BORROWERS

4-
645es Your Institution Conduct Exit Interviews

with Graduating NDSL Borrowers?

Institutional Type
Yes,

-dr* 4,

A.
All Institutions

Universities

Public

Private

Four-Year Insritmions
41A

Public

Private

Two-Year Institutions

Public

Private

in Substantially
Alltases

Yes, in
Spe Cases

86.2% 8.6%

87.4 11./8

88.4 7.3

.94.4 3.7-

92.0 4.7

78.3 13.6

73.6 10.1

No
. No Response

2.4T- 2.8%

.4 .4

2.4 1.9

1.9

1.6 1.6

3.9 4.2

6.9 9.4

TABLE. 6. ,.EXIT'INTERVIEWS_CONDUCTED WITH NDSL BORROWERS WHO
'D:ROPPtID OUT ;OF -SCHOOLiBEFORE-COMPLETIN6 THEIR STUDIES

DoesYour,Institutiion Conduct Exit

.Itistittrtional Type

Interviews with'DrOpouts?

Yes, in Yes, in
Most Cases' 5ome Cases

Not
No Reported

4

.;

All Institutions 58.5% 31.6% 4.9% 4.9%

Universities,

Public 2.9 .4

Priyte 58.7 30.1 6-.8 Is', '4.4 "'-`

Four-Year Institutions.

Pub 52.8 . 38.9 6.4j 1.9

Private"; 62.7. -28.0 5.9 3;5

Two-Year'Ingtitutions

Public ' 53.1 36.0 3.6 7.4

Private- 54.7 -27.7 3.1 14.5

1
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How Interviews Are Conducted and What They Cover

Institutions have the option'of conducting exit interviews_ with

students individually or in group sessions. About 76percent of the

respondent institutions conducted individual interviews, while about 17

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

larger numbers bf'boirowers, public universities and nur-year schools

were somewhat more likely than their private counterparts to hold group

exit interv±ews.

- TABLE. 6.3 HOW EXIT INTERVIEWS CONDUCTED

Institutional Type Individually
In Group
Sessions

Exit Interviews
Not Conduc-ted

No-
Response

All Institutions 76./t 17.2% .5% 6.1%

Universities

Public 71.0 28.2 .8

Private 75.7 17.5 1.0 5.8

Four -Year Institutions

Public 70.4- 24.1 5.6

Private 75,7 18.4 .4 5.5

T4V-Year Institutions

Public 84.1 7.4 1.0 7.4

. 74..8 10.7 14.5

When asked if the repaym4nt schedule was discuSsed with the 1)6r-rawer

'.during the exit interview, somewhat note than 9b percent of, the respon-

dents

.

said ."5/6S, in most cases" (see Table 6.4).g Of.,,sOme S'ignificance .
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is the finding that one intwenty institutions either.did.ndt,re4ond to
0

the question or said no, suggesting that perhaps as many as 5 percent of

the respondent instl,tutions did not Conduct exit interviews (also see

Table 6.3). Two-year institutions' were less likely than others to'discuss

repayment schedules with'borrowers during exit.interviews.

TABLE .6.4 REPAYMENT SCHEDULE DISCUSSED WITH BORROWP. DURING EXIT
INTERVIEW?

-Repayment- Schedule DI'Scussed?

--* Yes, in Yes, in No
, .

InstitutIonal.Type Most Cases Some Cases ' No Response

All Idstitutions C 90:6% -3.0% 1.7% 4.8%

_Universities

Public

Private

96.2 . 2.5 1.3

91.2 - 1.9 3.9

I
ar Institutions

ate.

:Two -Year Institutions

Public

Private,

93.1 3.7 .9 .1.9

86.7 ' 3.2

1.0

2.9

3.5

7.

81:8 2.5 1.3 -14.5

Fiscal

4

s were asked to assess' the , effectilieriess of the
. .

.

exit interview. in terms of whether students seemttl to:Aain from .it, a-

,.. .
'' -

. .

-'thorough understanding of-their
l
repayment: oblegatians.. As'seeri,ta Table

... ,,

P. .' .

,.1-!,T

. .

.. .- %-
..,,

t
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6.5, seven out of ten fiscal officers responded that most borrow

left the interview with a- thorough understanding of their repaym

'obligations; about'21 percent said a thOrbugh understanding was evident in

someacies.

'TABtE 6.5 HAS IT BEEN YOUR EXPERIENCE THAT NDSL BORROWERS
GAIN A THOROUGH UNDERSTANDING OF THEIR REPAYMENT'
OBLIGATIONS FROM THE EXIT ;INTERVIEW?

Institutiohal Type

All Institutions

Universities

Public

Private

Four-Year Institutions

"- Public

Private

Two-Year InStitutians

Public

Private

Yes, in
Most Cases

Yes, in
Some Cases No

No
Response

69.9% 20.9% 4.1% 5.1%

74.8 22.3 0 2.5, .4

77.7 1.5.5 2.9 3.9

6-3. 4

60.4

23:14 5.5, 7.4...

2b..B .3.1 15.7

As noted earlier,' one of the mai'n

to 'gather

.vs
..,a

purposes of the- e4it interview is

tracking -information ermit the institution to locate the

bOrrdiger during the.repayment"Period. -Curiously, only 28 pe'rcent:of the
--

...

respOndin4.4.-
.

nstitutionsused tehe. interview fOr this purpose (see Table
.

,

.

-

5'



6.6), suggesting that the information is gatheredfthroughosome other means

(such as the loan. applidatioA)

TABLE 6.6 EXIT INTERVIEW USED TO 'GATHER- TRACKING INFORMATION. FROM
TERMINAL'NDSL BORROWERS BEFORE, THEY LEAVE,THE INSTITUTION?

Institutional Type Yes No No Response

All Institutions

Universities

28.0% 65.1%' 6.99

Public 98.3 1.7

Private 28.6 65.5 5.8

. e

Four-Year Institutions

Public 53,6 1.9

-

Private 34V 62.7 6.1

Two-Year Institutions

Public 90.0 2.9 7.0

Private 78.6 6.3 15.1

0

Though the ,exit interview 4id.not appear.to be used by-many insti-

tutions to gather tracking infOrmation, this does 4E ,Imply that such
4

information was not Collected. As shown,, nTable about 94 :percent of
. 0

the institutions collected:parents' addr ses and -the addtesses at which

borrowers
.

could be reached at first billing: About.two-thirds of the

, institutions also gathered informationst-about references' addresses.

7.



TABLE 6.7 PERCENT, OF INSTITUTIONS. GATHERING VARIOUS TYPES OF TRACKING INFORMATION FROM

NDSL BORROWERS BEFORE THEY LEAVE THE INSTITUTION

Parents'

'or

Guardian's

Institutional' Type Address

'Address

at Which

Borrower

Could Be

Reached Address . Address of Address of

at First of Borrower's Borrower's

Billing References Home Bank Church

Address of

Present

Employee

All Institutions,

Universities

Public

93.9

97.5

'Pfliate 92.2

Four-Year Institutions

Public

Private

No-Year Institutions

Public 4,

Private

94.4

94.9

92.9

88:7

94.3

99.2

96.1

98.2

90.9

84.3

'68.4

74.4

72.3

64.8

64.1

69.6

66.7

1

54.6 28.0 51.4

51.3 26.5 646.0'

49.0 28.1. 54.9

61.1, 32.4 46.3

56.9 31.2 45.9

57.3. 24.6 48.2

' 50.9 23.9, 51.6

4



CHAPTER T

NDSL ulpLING AND COLLECTION PROCEDURES

APData .presen.ted in.this.chapter-were derived from responses to

items, 16-2;. and 26 of the fiscal officer's questionnaire.

(-these items. were cross- tabzlated by institutional type and control to

,Responses to

investigate variations in ing and collection procedures by type and

control of institution. The following questions are illustrative of

the types of questions to be addressed in this chapter: What percentage

("institutions in the study permitted partial repayment? 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 borrowers? What percentage of institutions

used commercial billing services and collection agencies? How did these

r

percentages vary by type of institution?

Billing and Collection Administrative Options

Fiscal officers at institutions participating in the National

Direct Student i,an Program may exercise a variety of administrative

options. For example, the fiscal officer may permit partial repayment

Ifborrowers facing extenuating circumstances. On the other hand,

411

the ftical officer may require payment of principal interest-by the

borrower at a rate. equal to not less than $30 per month. In addition,

the institutional fiscal officer is permitted to defer payments for

part-time students and students in hardship. Percentages of respondent

institutions -exercising these various NDSL repayment options, in.1972-73'.1,

lippear.in Taiile 7.1..
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OP"
TABLE 7.1 PERCENT OF INSTITUTIONS EXERCISING VARIOUS NDSL

2
. REPAYMENT OPTIONS

Permit Require Defer, ppaymerit for:
Partial MinthUm Part-Tline Hardship

Institutional Type Repayment Repayment Students Cases

All Institutions 76.3

Universities

Public

Prlvate

Four-Year Institutions

Public- 88.0 85.2

Private 77:9 77.6

89.1

80.6

77.4 60.6

81.9

76.7

Two-Year Institutions

Public

Private

67.0

56.6

73.8

71.7

75.2.-

59.2.

57.4

63.3

59.2

37.7

64.9

71.4

70.9

66.7

70.6

56..0

45.9

Approximately three-quarters of the institutions in the study

permitted partial,r0ayment. Almost 90 percent of the public universities

permitted students to make partial repaymellr; o'nly 67 percent-of the

public two-year _institutions did the same. In addition, approximately
A

three-fourths of the institutions required minimum repayments from

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

likely than their nonpublic counterparts to- require minimum repayments.

Moreover, universities-andfour-year institutions were more likely than

two-year -institutions to require minimum repayients from borrowers

-whose totes were comparttively small.
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. About three_oulg of five responding institutions deferred repayment

for part-time students. Public universities were more likely than-othir

types of institutions to do so.

With respect to deferring repayments in hardship cases, 64.9

percent of all institutions did permit this flexibility. Again,.public.

universities were more likely to defer repayment in hardship cases than

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

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

they did defer repayments ,in such instances, compared "to only'45.9

eicerc l nt of the private two year institutions..

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 portions of their

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

Request for Partial Cancellation of Loan form each year with the insti-

tution. Institutional fiscal officers were asked as part of the ETS study

about their administrative arrangements for handling these 'requests.

The data in the Table 7.2 show, that 14.6 percent of the responding

institutions sent the Request for Partial Cancellation oar -Loan form to

all NDSL borrowers.' Almost 1 percent sent it only to borrowers had

If
taught the preceding year or had Indicated their intention to teach 'the

11

time of graduation; 37.3 percent expected borrowers to take the initia-
.

tive by requesting the cancellation form from the_ institution if they

met stated eligibility, requirements.

a
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TAB E 7.2. ADMINISTRATIVE ARRANGEMENT FOR RECEIVING TEACHER CANCELLATION
FORMS FROWNDSL BORROWERS

111/.

Institutional Type

All Institutions

.Universitios

Public

Private

Four-Year
Institutions

Public

Private

wo-Year.
Institutions

PuglItc

Private

16CL* '' RPCL
Sent Send to Borrowers*-
to All Teachers Request No : - .. .

Borrowers Only Other ReSponse; TOatRPCL
A

14.6% 30.9% 37.3% 8.9% .-3t 100.0%
*

11.8 49.8 24.1 8.0 6.3 100.0

18.0 35.0 31.6 8.7 .6.8 100.0

14.8 50.0 25.9 4.6 4.6 100.0

16.7 i 29.6 39.4 9.0 5.3 100.0

T

12.10, 17.5 50.5 7.8 11.3 100.0

10.7 13.84 40.9 15.7 18.9 100.0

*RPCL = Request for Partial Cancellation of Loan Form

Public universities and public four.-year institutions were More

likely than other tastitutions to send the Request for Partial Cancel-

latio* of Lon Form only to teachers or borrowers who indicated at

--..duation their intention to teach. Nearly half the public.univer-

sities and- four-year institutions utilized this particular procedure.

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

likely than other types of institutions to expect borrowers to request the

cancellatigh form from the ,school if the borrower met stated eligibility
r

requirements.
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Administration of Educational Ddermants

j

NDSL borrowers may defer repayments if they'continue their education

. . 4

ona full- or half-time basis at an institutioA of higher e4ucation. In

addition, vud'ents may uallfy for defer-bents while serving in the armed

services, Peace Corps, or VISTA.40To realize this benefit, elig

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

inititution.,Some institutions send this form to alls.boteowerssome send

.it only to borrowers whose loans were deferred the preceding. year, and

still others require borrowers to request the form from the institution if

they meet stated eligibility requirements.

Table 7.3 presents percentage distributions of institutions, classi-

fied by type, that used various arrangements for receiving RDFs from NDSL

borrowers 'in 1972 -73. Overall, 46 percent of the institutions in the

ETS. study expected-borrowerS to ask the school for the form if they met

the stated eligibility requireitents. The next most freq nt procedure

was to send the RDF only to borrowers whose loans had b en deferred'

the preceding year. The data in the Table suggest no major departure

from these general findings among the various insykutional types.

Usage and Effectiveness of Billing and Collection Agencies-

Over the past several years a number of commerical firms-ha've

4ki

developed and marketed services tailored to institutions to assist

them in preparing bills for NDSL borrowers: Institutions .undoubtedly

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

Some do so because.thsy believe a third party will be more effecti'e

in collecting the notes. Others probably turn tO commercial.billing

a

a
41-



TABLE 7.3 ADMINISTRATIVE ARRANGEMENT FOR
)

RECEIVING REQUE

FROM NDSL BORROWERS
',

. .

,
.

RDF Sent

RDF Sent Only to Borrowers .

to All Borrowers with Request No

,... :Borrowers Previous Deferment RDF Other Response Totals

R DEFERMENT FORTS, (RAF)

Ins tutional Type

kll Institutions

Universities

15.5%

Public 12.2

Private 20.0 -

.

Four-Yalu Institutions
1i

r
Public 12.0

Private 16.3

)0o-Year Institutions

Public

Private

15.9

13.8

25.3% r 46.02 6.1% 7.1% 100.0%

o

34.9 42.4 6.7 3.8, 100.0

27.8 42.0 6.8 3.4 100.0

33.3 47.2 3.7 3.7 100.0

?

25.1 46.3 6.5 5.7 100.0

16.6 , 51.0 5.5 11.0 100.0

18.2 46.5 5.7 15.7 100.0

1

C
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services bebaus-e they lack the administrative personnel, to perform

this funclionand feel use pi. a coihmerical billing service is more
.

cost-effective. .It is probably true that schools participating in

the National Direct Student loan Program turn. .to outside firms for

.similar reasons.

The data in Table'7.4 indicate more ti4 7/1 one-)l third of the insti-

tut ions in the ETS study Used commercial baling services in 1972773.

Higher .percentates,of .private institutions used 'these billing services
, -

''

. ,

,than.wasktrp,e for public institutions.
t

Close to half of the private

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

only 18.9 percent of the public universities and 22.2 percent of the

public four-year institutions used them.

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

lent ion agencies for_ all delinquent accounts; 40.5 percent of the schools

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

four-year institutions were more likely than other types of institutions

to u4 outside collection. agencies for all'delinquent accounts; more than

half of the public universities used"collection agency services for

hard-core delinquent,accourits only.

Instit

effectiveness

.

s using commercial billing services were asked about- their

in- reducing delinquent accounts. Only abouttO percent of

the users felt commercial billing services were "very effective." Almost

--60.percenrfelt such services were "fairly effe'ctive," and about 20'

percent expressed some dissatisfAction with the effectiveness! Public

four4year institutions were the most satisfied with-the effectiveness of

billingservices in reducing delinquencies (see Table 7.5).

411
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TABLE 7.4 PERCENT OF INSTITUTIONS USING-COMMERCIAL BILLING
SERVICES' AND COLLECTION AGENCY SERVICES IN 1972 -73

Used Outside Collection.
used Agenciei for: q

Commercial All. Hard-Core
Billing Delinquent DelinqUent

Institutional Type Services Accounts Accounts Only

All Institutions 37.5 ;4.4 40.5

Universities

Public 25.0 54.9

Private 46.1 23.5 48.0

Four-Year Institutions

Public 22.2 34.0 35.9

Private 47.9 22.9 42.6

#

. Two-Year Institutions

Public 33.6 25.4 26.5

Private 39.6 19.2 30.0

r TABLE 7.5 EFFECTIVENESS' OF COMMERCIAL BILLING SERVICES IN,
.;.iREDUCING NUMBER AND AMOUNT OF DELINQUENT ACCOUNTS

f.7

Inititutional Type
Very

Effective
Fairly

Effective,
Not Very
Effective

All Institutions

Universities

20.4%

/ 41

59.4%

9

,20.2%

Public 27.0 51.4 21.6

Private 24.4 51.2

Four-Year Institutions

Public 36.4 54.6 9.0

Private 16.7 63.2 20.2

Tio=Year Institutions

Public ,18.9 64.4 16.7

OA Private 19.6 56.9 23.5
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With regard to the costs of commercial billing services, two-thiids

of the responding fiscal officers felt commercial billing services

were mori.cost-effective than postsecondary institutions' relative to

preparation of NDSL bills (see Table 7.61. Only 11 percent of the fiscal

officers thought billing services were more expensive.

TABLE 7.6 USER ATTITUDES ABOUT THE RELATIVE COST OF COMMERCIAL BILLING SERVICES
IN 1972-73

Institutional Type

Cost About
Cost More Than the Same .as for Cost Le4s Than
If Institution Institution to If Institution
Prepared Bills Prepare Bills Prepared Bills

All Institutions (Nm.565)*

Universities

11.0Z 21.4: 67.67.

Public (N48) 20.8 25.0 54.2

Pzivate (N -94) 11.7 19.1 69.1

Four-Year Institut ..)ns

Public ,(N24) 12.5 25.0 62.5

Private (N233) 9.4 24.5 66.1

Two-'Year Institiltions

(N105) 11.4 15.2 73. 3

Private (N60) e6.7 20.0- 73. 3

*Percentages based' only on institutions- using commerciar billingepervices.

9



Fiscal of ficers who used outside collection agencies were also

asked about their effectiveness in reducing the numiser and amounts
--
of

\r

accounts in default. As shown len Table 7.7, than 80 percent said the

agencies were either fairly effective or very effective; 19-3 Percent said

they were not very effective.

TASLE 7.7 EFFECTIVENESS OF A COLLECTION AGENCY IN REDUCING THE
NUMBER AND AMOUNT OF DELINQUENT NDSL ACCOUNTS

Institutional Type
Very

Effective
Fairly

Effective.
Not Very

.Effectiv,e

All Institutions

Universities

16.2Z 64.42 19.32

Public 19.0 64.8 16.2

Private . 17.1 70.0 17.9

FourYear Institutions

Public 16.7 68.1 15.3

Private 14.9 65.7 19- 5

Two Year Institutions

Public r 14.2 58.2 27.0

,Prftrate 18.0. 50.8 31.2

Anoth9c queStionsyas about the relative costs of having a collection

agency or the institution perfliorm the same function. 'About 80 percent of

the respondents thought the charges by collection agencies were about the

-same, or less, than what it would cost the institution to Perform the

collection function (see Table 7.8).
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TABLE 7.8 USER ATTITUDES ABOUT RELATIVE CATS OF COLLECTION AGENCIES
AND INSTITUTIONS PERFORMING NDStCOLLECTION FUNCTION

A
e".

V

Institutional Type
More
Costly

About the
Same Cost

Less
Costly

All Institutions (N=895) 19.4% 22.8% 57.8%

Universities

Public (N=174) 21.8 25.2 52.9

Private (N =137) 16.8 21.1 62.0

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

lgo
Fiscal officers who received the ETS questionnaire also'were asked

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

legal action. Their responses, classified by ty.-e 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 action was considered. The data in Table

7.9 indicate that universities and four-year .institutions were more
1

9
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TABLE 7.9 NUMBER OF TIMES DELINQUENT NDSL BORROWERS REMINDED BEFORE LEGAL
ACTION CONSIDERED

InstitutiOnal Type pine Two Three Four

Five

or

More

No

Del.

Accts

No

Response Totals

All Institutions 0.5% 2.1% 16.6% 12.8% 53.3% 5.5% 9.2% 100.0%

Universities

Public 0.4 1.3 14.7 16.8 58.8 2.9 5.0 100.0

Private . 0.0 1.5 14.1 14.1 57.8 5.3 73 100.0

Four-Year Institutions

I/

Public 1.9 1.9 / 24.1 13.9 50.0 0.9 7.4 100.0

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 13.9 44.0 7.8' 12.3 100.0

Private 0.0 2.5 13.2 13.2 40.3 14.5 16.4 100.0
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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

There are a number of administrative actions that schools parti-
:

cipating in the NDSL Program may take with respect to NDSL borrowers.

For example, they may assess penalty charges for loans not paid when

due. In the case of a loan that is repayable in monthly installments,

the Lnstitution may charge $1 for the first month the installment or

evid-ence is late and $2 for each month thereafter. In the case of

loans that have bimonthly or quarterly repayment intervals, $3 and $6,

respectively,. may be charged. Overall, about one school in five in

. the ETS study assessed penalty charges. Two-year institutions, both

public and private, more likely than other types of institutions

to assess penalties.

More than 60 percent of the institutions surveyed reported that

they prohibited release of grade transcripts for students who were

delinquent in their NDSL 'repayments (see Table 7.10). Universitie'and

four-year institutions (both public and private) were more likely than

two-year institutions to do,0 this. Only slightly more than half of the

two-year institutions in the study indicated that they prohibited the

release of grade transcripts for delinquent borrowers.

A very high percentage of the insutions in the survey (82.6

percent) indicated that they sent letters threatening legal action

to delinquent borrowers, although public institutions were somewhat



'4 51
1
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TABLE'7:10 PEPCENT'OF INSTITUfirONS TAMING, VARIOUS'ADMINISTRATIVE AGTTONS,

DELINQUENT.NOL 130pOWERS

..

Institutional Type

e

Assessed'

Penalty

.Charges'

*Prohib4ed

Release .

of Grade

TratsCripts

ent

Threatening

Letters

Turned

Accounts

Over to

Lawyer or

Collection

AgIncy

Charged

Collection

Costs to

Borrower

All Institutions 22.8% 64.1 82.6% 68.4% 26.1%

Universities

ti

.8817Public 22.4 77.7 '81.9 ,29.8

Private 24.3 67.5 85.0 72.8. 24.4

Four-Year Institutions

Public 22.2 64.8 88.0 , 72.2 22.2

Private

rwo-Year Institutions

17.6 65.9 '83.9 70.0 20.2

Public 27.8 53.7 77.7 56.6)( 31.4

Private , 28.3 53.5 72.3 56.0. 32.1

lLI
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more likely to do so than were their private counterparts. Two-year

institutions, bcheb public and private, were less likely to send such

letters. 4

While mire than 80 percent of the institutions indicated that they
A

threatened legal action, only 68.4 percent said they actually turned

linquent accounts over to lawyers or collection agencies. More than

eight out of ten of the' public universities turned delinquent accounts

over to lawyers or collection agencies. Fewer than three- quarters of

the responding four-year institutions turned accounts over to lawyers

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

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

or collection agencies.

Institutions participating in the NDSI..rogram may charge delin-

quent borrowers for costs associated with collecting their overdue

accounts. About onfl-quarter of the institutions participating in the

study charged the borrowers for collection costs. Almost one-third of

the' two-year institutions, both public and private, charged collection

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

private universities and public and private four-year institutions

did thesaMe.-

Write-Off Preferences

Numerous i-nstitutional 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

allowed to 'write-off' delinquent NDSL accounts as uncollectable?". The

responses to this item appear in Table 7.11.

Only 1 percent o -f 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

majority (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 preference for three years or more felt it was unnecessary

to have a write-off provision in the NDSL Program.

This chapter has described some of the procedures used by insti-

tutions in their billing and collection efforts; it has not analyzed

the relationships between billing and collection procedures and repayment

performance. Relationships between administrative practices and

delinquency rates are discussed at length in Chapter 9.



TABLE 7.11 WRITE-OFF PERIOD PREFERENCE
..-aaW...r...nwv.%

6 Mos.

or 12

Institutional Type Less Mos.

18

Mos:

24

Mos.

36

Mos.

More

Than

36

Mos.

No

Response Totals

All Institulions 1.0% 7.5% 6.2Z 26.1% 19.4% 32.4% - 7.5% 100.0%

Universities

Public 0.4 5.9 5.9 29.0 20.b 34.5 3.8 100.0

Private 1.5 8.7 5.8 22.3 18.5 38.4 4.9 100.0

Four-Year Institutions

Public 0.9 . 2.8 .3.7 23.2 13.0 47.2 9.3 100.0

Private 0.0 5.1 6.2 23.3 22.0 37.6 5.9 IMO

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

10 :



- CHAPTER 8

PROBLEMS IN NDSL BILLING AND COLLECTION

One of the items in the questionnaire for institutional fiscal

officers asked theni 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 determine

whether certain types of institutions encountered particular difficulty

wit; 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 elemensfry

or secondary schools that qualified for assistance under Title 1 of the

Elementary and Secondary Education Act of 1965. In addition, NDSL

borrowers Were eligible 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 eithei full-time

teachers of handicapped children in public or other nonpro le-

mentary or secondary school systems or if they served in an of

hostility as members of the armed forces.



Administering Cancellation Provisions

When asked if they encountered difficulty in determining individual

students' eligibility for teacher cancellation, only 1.7 percent of tit..

fiscal officers indicated considerable difficulty; 13.5 percent said they

experienced some difficulty, and 70.8 percent indicated little or no

difficulty (see Table 8.1). About three-quarters of the universities and

four-year institutions (both public and private) indicated that they

experienced little or no difficulty with this aspect of the program.

Worthy of note is the finding that public universities and public four-

year institutions encountered somewhat more difficulty in determining

eligibility for teacher cancellation than did other types of institutions.

About 21 percent of the respondents in public universities encountered

difficulty and 17.6 percent of the respondents in public four-year insti-

tutions encountered some difficulty. This may simply reflect the fact

that public institutions typically have larger enrollments and therefore

more students who qualify for teacher 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 teachers 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-thirds said they experienced little or none.

Responses to this item indicate that this aspect of the program was a

problem for only a small segment of the institutions regardless of type

and control. A larger portion of two-year institutions indicated that the

item was- not applicable to them, probably because of the absence of

teacher training programs.



TABLE 8.1 DIFFICULTY IN DETERMINING ELIGIBILITY FOR TEACHER CANCELLATION

Institutional Type

Considerable Some Little or No Does No

Difficulty Difficulty Difficulty Not Apply Response

All Institutions

Universities

Public

Private

4P

Four-Year Institutions

2.1

1.5

13.57,

21.4

12.6

70.8t

71.0

75.7

2.9

7.8

4.3:

2.5

Public 17.6 79.6 1.9 .9

Private 1.2 12.0 78.6 5.7 2.5

Two-Year Institutions
r

Public

Private

2.9

1.3

11.3 65.4

8.2 44.7

13.0

34.6

7.4

11.3



AND INTrRFST TO N.

Little or No Dors

Difficultv Not App:v

TABLF g.2 DIFFICULTY IN DFTERMININC AMOrNTS OF MINCIPAL

FOR TEACHERS OF DISADVANTAUD CHILDRrN

CANC!17.

No

Response

.1 5

1.41

C '

Institutional Type

Conniderable

Difficultv

oNne

Dii!iculty

All Institutions

Universitie5

P;IbLic

Private

Four-Year Institutions

Public

Private

Tvo-Year Institutions

Public

Private

1 1*
#.0.4

1 Q
...

1.0

2.T

1.(i

1.3

11 o.,".

13.1

11.0

I ^

414.

65.8I

71

77

71.O.

14.1:

12.1

S.

3(i.t



When anked about the difficulty encountered in -.1aintainiuK re,ordt.

to allow pontponrment of inntallmentn in anticipation of camellation.

nlightly more than half of the responding in..titution:. indicated that

thin posed littlr or no difficulty. About one institution in live

reported name, difficulty in maintaining record. to all nd po..tponement 0f

inntallmentn in anticipation of cancellation. Public tour-year

tut loom appear to have had somewhat more difficulty than other ty7:e% of

institutions with this aspect of the program (see Table

It was noted earlier in this chapter that the N:)SL, Prol...ram

Atudents who are teachers in certain P.vpcs of 6chool, teac!lens of

handicapped children. and borrowers who have served in areas nozitz:ity

as members of the ,armed forces to cance: prtions 0: their loans. .0

realize t.hls benefit, however, borrowers mu:it file request for cancel-

lation forms each year with their institutions. Borrowers who qualify

for cancellation benefits but do not file the requests :a a timely

fashion are considered for accounting purposes to be in arrears. Thus,

schools that have experienced difficulty with time subm:ssion cf

cancellation requests might be expected io have Ao=ewhat poorer col-

lection records than those that have not

The data in Table indicate that more than halt tnf. fiscal

officers surveyed for this study reported considerable or

culty in receiving cancellation requests on a timely basis from bor-

rowers. Slightiv more than one-quarter reported little or no fficulty

with timely submission of cancellation requests. :t appears that public

four-year institutions encountered more difficulty than other types (3:

institutions in receiving- cancellation requests when due from their
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TABLE 8.3 DIFFPLTY IN MAINTAINING RECORDS TO ALLOW POSTPONEMENT OF INSTALLMENT

IN ANTICIPATIONOF CANCELLATION
cry

1 '

Institutional Type
- .

All Institutions

Universities

Public

Private

-. -

Four-Year Institutions

Public

Private

A

'wo -Year Institutions

Public

Private

1
.

.Considerable . ,Sone Little or No

Difficulty . Difficulty' DiffiCulty
.

3.7% 19.57: .54.8%

4.6 16.8 68.1

3.4 16.0 61.7

0

4.6 25.9 57.4

4.1 21.8 ' 55.1

.

.t

22.0. 46.9

1.3 12.0 37.1

Doei No

Not Apply Respois

17:19' 5.0%

8.0, 2.5

15.5 3.4 , i

1/40

11.1 .9

15.7 3.3

19.1 8.4

37.7 - 12.0

(



TABLE 8.4 DIFFICULTY EXPERIENCED WITH ON-TIME SUBMISSION OF CANCELLATION

REQUESTS BY TERMINAL BORROWERS

Considerable Some Little or No Does No

'Institutional Type . Difficulty Difficulty Difficulty Not Apply Response

All InSttutions

Universities

Public

Private

10.7% 44.8% 28.8%

11.8

8.7

52.9

51.0

26.9

30.6

Four-Year Institutions

Public 8.3. 61.1 26.0

PrivAte 12.0 45.7 33.3,

Two-Year Institutions

Public 11.7 380' 26.2

Priv4te 8.2 20.8 23.3

10.9% 4.8%

5.0 3.4

7.3 2.4

3.7 .9

6.3 2.7

15.9 7.8

34 0 13.8
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Almost 70 percent of the fiscal officers at public fourar

institutions indicated considerable .pr-some difficulty withithisitspect%

of the program. .

4 .
a \Administering Deferment Provisions

Borrowers are eligible for deferment of their-r#payment'obliga-:

tion for the period of time that they are students. eligible
.

tutions of higher education, and also for up to three years while

serving in the military, Peace Corps, or VISTA.

Fiscal officers were asked how much difficulty they experienced

in determining students' eligibility for deferMent: As can bel'seen

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

culty in determining eligibility for defermen't; 15.1 percent indi-
,

cated some difficulty, and a mere 1.1 percent reported. considerable

difficulty. Only minor variations occurred in responses to this item

-when responses 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 eligible for de-

ferment but fail to submit the proper forms are considered delinquent

for accounting purposes.

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

in the ETS survey experienced considerable difficulty in receiving

requests for deferment when due from borrowers and 49.5 percent expe-

rienced some difficulty. Two-year institutions were more likely than

other types to report that theeitem did not apply to them.
4

1 I



:TABLE 8.5 DIFFICULTY IN-DETERMINING ELIGIBILITY FOR DEFERMENT

Institutional Type

All Institutions

Universities

Public

Private

Four-Year Instivtions

Public

Private

No-Year Institutions

Public ,

Private

Difficulty Difficulty

Considerable Some

dot
1.1Z 15.1%

14.7

16.0

13.0

.8 / 15.5

2.6 15.5

.6 13.8.

Little or No Does No

Difficulty Not Apply Response

73.2% 6.3% 4.4%

80.3 2.5

73.8 6.8 2.9

82.4 2.8 .9

76.5 4.7 2.5

66.7 7.8 7.4

58.5 15.7, .11.3



TABLE'8.6. DIFFICULTY EXPERIENCED WITH ON-TIME SUBMISSION OF REQUESTS FOR

DEFERMtNT BY TERMINAL BORROWERS

Considerable Some Little or No Does No

Institutional Type Difficulty Difficulty Difficulty Not Apply Response

A11 Institutions 12.4% 49.5% 24.5% 8.8% 4.8%

Universities

Public

Private

15.6 : 60.1 17.2 3.8 3.4

11.2 51.5 27.7 6.3 3.4

Four-Year Institutions

Public 13.0 64.8. 17.6 3.7 .9

.

Private 12.0 : 50.2 29.0 6:1 2.7

Two-Year Ins,titutions

Private

12.9 45.6 21.7 12.3 7:4

9.4 24.5 28.3 25.2 12.9
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Administering Truth -in- Lending Provisions

Under the Truth-in-Lending provisions of the Coniumer Credit

Protection'Act,.lenders must make specitic statements of disclosure

regarding their finance charges. The provisions of this actapply,to

Natib_nal Direct Student Loans. At the time a loan commitment is made,

the borrower must -be informed of the following: the amoun.t.of the loan,

the anticipated_ date on which the finance charge begins to accrue, the

-annual percAntage rate prior to the beginning of the repayment period

and during the repayment period, the amount financed through the trans-

actlon,' ipplicable delinquency and defaUlt_ charges, and provisions for

acceleration of payment. In addition, at the time a repayment schedule

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

date on whi-Ch the finance -charge begins to accrue, unpaid balances

and the amount financed; finance charge (total interest. due during the

repayment period), number and 'amounts of repaymente,, total payments,

due date and frequency Of payment,-annual percentage rate,, applicable

delinquency and default charges, and provisions for accel eration of

payment.

Institutional fiscal ofticers were asked how difficult it was

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

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

, (79.4 percent) of the respondingin-StItutions indicated that compliance

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

they encountered some or considerable difficulty in complying. Variations

in.responses to this item, when classified by type and control of insti-

tution, were minor.



TABLE 8.7 DIFFICULTY IN COMPLYING WITH TRUTH-IN-LENDING LAW

Institutional Type

Considerable

Difficulty

Soie

Difficulty

Little or No

Difficulty

Does

Not Apply

No

Response

All Institutions . 2.2% 8.2% 79.4% 4.87. 5.5%

Universities t

Public - .

-:.
2.9 10.1 81.5 2.1 3.4

.:,

,

Private 1.5 5.8 84.0 4.9 3.9

Four-Year Institutions

Public 1.9 le 8.3 83.3 5.6 .9

Private 3.3 8.8 78.5 4_5.3

Two-Year Institutions

Public 1.0 6.8 78.6 4.5 9.1

Private 1.3 9.4 71.1 6.9 11.3
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Administering Monthly Repayments

The act establishing the National Direct Student Loan Program

included a provision giving every borrower whose loan was made on or

before November 8, 1965, the legal right to a full tenyear period in

which to repay the loan in equal annual installments or in graduated

periodic installments. Loans made after November 8, -1965, may be repaid

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

institution decides.

One item on the questionnaire for fiscal officers asked the degree of

-1'difficulty encountered in maintaining billing records for borrowers with

graduated repayment schedules. Only 3.8 percent of the schools in the

Wry indicated that they encountered considerable difficulty, and only

13.3 percent reported some difficulty with this administrative aspect of

the program. Table 8.8 shows that there was no appreciable variation

among institutions in their responses to this question. Approximately a

third of the institutions in each of the various categories indicated that

the item did _not apply. 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 repayment schedules.

Administering SEOGNDSL Fund Transfers

The Higher Education Act of 1965 perm'itted institutions to use up

to 2.5 percent of the initial year Supplemental Educational Opportuni

Grant (SEOG) funds paid to it for the fiscal year as an additional

federal capital contribution for the National Direct Student Loan Program.

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



TABLE 8.8 DIFFICULTY IN MAINTAINING BILLING RECORDS FOR NDSL BORROWERS WITH
GRADUATED REPAYMENT SCHEDULES

Institutional Type

All Institutions

Universities

Public

Private

Four-Year Institutions

Public

Private

Two-Year Institutions

Public

Private

4

Considerable

Difficulty

Some

Difficulty

Little or No

Difficulty

Does

Not Apply
No

ResPonse.

4.5%

2.5

1.9

g

3.3

473

7.4

11.3

3.8%

.

3.4

4.9

2.8

.3.1

4.9

4.4

13.3%

12.6

8.7

19.4

13.3

1

14.6

12.6

44.5%

54.2

49.0

47.2

42.0

40.5

37.1

34.0%

27.3

35.4

29.6

38.4

32.7

34.6

11;
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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 to fiscal officers as part of the ETS

study asked how much difficulty they experienced maintaining 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

percent indicated little or no difficulty. Almost thza1;quarters

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 Report. Comprehensive and detailed, it

must be prepared within a fairly constricted time frame.

Fiscal officers were asked to assess the degree of difficulty they

experienced in preparing these reports, and about half the institutions

reported considerable or some difficulty. The data in Table 8.10 indicate

that somewhat higher percentage's of public institutions encountered

considesrable or some difficulty in preparing these reports than did

private institutions, perhaps 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

Universities

Public .8

Private 1.0

Four-Year Institutions

Public .9

Private .6

Two-Year Institutions

Public

Private

1.3

3.3% 18.5% 72.2% 5.2%

3.4 16.4 76.1 3.4

1.5 16.5 78.1 2.9

2.8 20.4 74.0 1.9

3.5 19.0 , 73.5 3.5

3.2 20-.1 67.0 8.4

4.4 17.6 64.8 12.6



TABLE 8.10 DIFFICULTY IN PREPARING NDSL FISCAL OPERATIONS REPORTS

Institutional Type

Considerable

Difficulty

Some

Difficulty
1Milillimmmi

All Institutions 10.5% 40.7%

Univehities

Public 14.7 47.5

Private 13.6 33.5

Four -Year Institutions

Public

Private

12.0

8.8

46.3,

42.0

Two-Year Institutions

Public 8.1 38.5

Private 8.2 37.1

Little or No Does No

Difficulty Not Apply Response
LYIOPP.

43.0% 1.2% 4.6%

34.0 1.3 2.5

49.5 5 2.9

39.8 --- 1.9

*45.1 1.6 2.5

44.3 .7 8.4

40.9 2.5 11.3
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When asked about the difficulty they experienced in retai.ning

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).

About 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 were

using commercial 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 borrowers betweeN

the time they left the institution and the time the firigt payment was

due posed considerable difficulty for 9.6 percent of the institutions

and some difficulty for 46.1 percent of the institutions in the ETS

study. Public institutions apparently had more difficulty than private

institutions; 11.3 percent of the public universities reported con-

siderable difficulty, compared to 4.4 percent of 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



TABLE 3.11 *DIFFIULTY I RETAINING, PROFESOONAL STAFF RESPONSIBLE FOR NDSL BILLING

AND COLLECTION

Institutional Type

All Institutions

Univey.ities

Public ,

Private

Four-'z nstitutions

Publ '

..s .

Prtvate

7...o-Ye,ar Institutions

Public

Privato

Considerable Some Little or Does do

Difficulty Difficulty Difficulty Not Apply Response

2.6" 11.3" 25.1M

3.4 13.5 63.5 17.2 2.5

9.7

ly

'64.1 22.3 ,.".

6.5 11-:1 57.4 23,2 1.9

2.2 11.4 54.7 28.8 2.9

"2.9 111 51.1 2F.5 /

r, 12.° 52.F 23.9 1.7



TABLE 8.12 DIFFICULTY IN RETAINING CLERICAL STAFF RESPONSIBLE FOR NDSL BILLING AND

COLLECTION .

Institutional Type

Considerable

Difficulty

Some

Difficulty

A11 Institutions 4.07. 15.8% ,

Universit4es

Public 5.0 23.1

Private 3.9 12.1

Four-Year Institutions

Public 9.3 22.2 -

Private .3.7 12.9

Two-Year Institutions

Public 3.2 16.2

Private , 111.1111, 41. 13.2

Little or No Dots No

Difficulty Not Apply Response

51.6% 24.2% 4.4%

54.4 10.5 2.9

53.4 286 1.9

53.7 13.9 .9

50.8 29.4 3.3

51.1 "22.3 7.1

42.1 34.0 10.7

1.

122
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TABLE 8.13 DIFFICULTY IN MAINTAINING CONTACT WITH BORROWERS BETWEEN THE TIME THEY'

LEAVE IWITUTION AND THE TIME FIRST PAYMENT IS DUE

Considerable Some Little or No Does Na

Institutional Type Difficulty Difficulty Difficulty Not Apply Response

All Institutions

Universities

Public. 11.3 46.2 36.6 3.8 2.1

Private 4.4 50.0 37.4 5.8 2.4

9.6% 46.1% 35.1% 4.9% 4.2%

Four-Year Institutions

Public 10.2 551.6 32.4 . .9 .9

Private 5.9 % 41.8 44.7 5.1 2.5

Two-Year Institutions

ti

Public 17.8 50.8 18.5 5.8

Private 8.2 39.0 35.2 6.3 11.

i2.
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considerable difficulty.. Public: twoyearl institutions apparently had

the most difficulty maintaining contact with borrowers. Within this

group, about twothirds (68.6 percent) reported considerable or some

difficulty.

Locating delinquent borrowers appears to have been a common problem

4P across all institutional, types. Table 8.14 reveals that 31.1 percent of

all institutions in the study encountered considerable difficulty in

locating delinquent borrowers and almost half (49.7 percent) neported
V \ ---

some difficulty. ,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 Defene Loan SkipTrace Service. To use this

service, institutions submitted to the Office of Education IBM punch cards

I that bore the names and social security numbers of lost NDSLrborrowers.

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

Revenue Service files to extract nh borrowers' current addresses. It

then forwarded to the .institutions lists of the borrowers' names and

addresses.

The data in Table 8.15 indicate that 45.1 percent of all insti

tutions in the ETS study did, not make use of the skiptrace service.

Only 21.9 percent found the service either very effective o'r fairly

effective; 16.6 percent reported that the service was seldot effective:

Contacting delinquent borrowers' parents seems to have been an

effective method fort locating delinquent borrowers. Of all of the

-insittitutions included in the -ETS study, 19.2percent said this method was

very effective and 52.7 percent sai it was fairly effective. Public



TABLE 8.14 DIFFICULTY IN LOCATING DELINQUENT BORROWERS

Institutional Type

All Institutions

Universitie;

Public

Private

Four-Year Institutions

Public

Private

c)

Two -Year-Instl utions

Public

Private,

Considerable

Difficulty

Some

Difficulty

Little or No

Difficulty

Does

Not Apply

No

Response

I

31.1% 49.7% 9.7% 5.1% 4.4%

37.0 51.3 \15.7 3.4 7

27.7 51.9' 11.7 5.3 3.4
%."

33.3 56.5 6.5 . 1.9 1:9

29.2 53.7 11.8 2.9 2.5

0

36.9 43.0 ! 5.8 6.5 7.8

196 40.3 '15.1 14.5 10.7

123
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TABLE 8.15 EFF IVENESS OF FEDERAL SKIP-TRACE SERVICE IN LOCATING DELINQUENT NDSL
BORR WERS

Institutional Type

Very

Effective

Fairly

Effective

All Institutions 4.9% 17.011.

Universities

PubliC 5.9 26.1

Private 5.8 20.9

Four-Year Institutions

Public 6.5 14.8

Priv. to 5.1 14.1

Twn-Yut Institutions

J

Publi 3.6 16.2

Private 2.5 10.7

Seldom ,

Effective

16.62

26.5

18.9

18.5

14.5

13.9

8.2

Not Uspd No Response Totals

45.1% , 16.4% 100.0%

31.9' 9.7 100.0

41.3 13.1 100.0

50.9 9.3 100.0

51.6 14.5 I00.0

46.6 19.7 100.0

43.4 35.2 100.0
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two-year institutions wereJmore likely than other'types of institu-

tions not to use this particular method; overall, however, public

institutions were more likely than private institutions to find it a very
IP,

effective or fairly effective method (see Table 8.16).

In' attempting to locate delinquent borrowers, some institutions

work through their alumni offices, which typically maintain mailing

lists of .alumni. More than one-third (37.6 "percent) of the schools in

the study reported that the alumni office was either a very effective

or a fairly eff.ectiva resource in locating delinquent NDSL borrowers.

Somewhat more than one-quarter (26.9 percdnt) of the institutions

surveyed reported that use of the alumni offide was 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 privAte

institutions were more .likely than their public counterparts to report

that the'alumni office was very effectip or fairly effective in locating

delinquent NDSL borrowers. '

wAttethpting 'to locate NDSL borrowers through'mthe Institution's
.

placement office is a less frequently used method than tracing them'

through the alumni office. Of the institutions surveyed, 44.1 percent

reported that they ,did not attempt to locate delinquent NDSL borrowers

through their placement offices (see Table 8.18). ,About one-quarter

(25.6 percent) reported that utilization of the college placement office

was seldom "effective in locating deli6qiient borrowers. Only'16.7 percent

reported that the placement office was very or fairly effective for this

piirpose.

12



TABLE 8.16 EFFECTIVENESS OF CONTACTING PARENTS OR GUARDIAN TO LOCATE

DELIQUENT ND . BORROWERS

Very Fairly Seldoty

Institutional Fype Effective Effective' Effective Not Used

All Institutions 1,9.2%

Universities

Public 21.0

Private 15.5

Four-Year Institutions

Public 28.7

Private 21.2

Two -Year. Institutions

'Public . -16.2

Private 14.5

52.7%

62.2

54.4

51.9

54.7

45.6

.

44.0

13.8% 2.9%

9.7 2.1

17.0 4.9

12.0 3.7

14.1 1.8

16.8 4.9

..._

11.3 0.8

No Response Totals

11.3% 100.0%

5.0 100.0

8.3 ,100.0

3.7 100.0

8.2 100.0.

16.5 100.0

29.6 100.0



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 Institutions 8.32 29.3%

Universities

%

Public 5.91 28.6

Private 12.1. 39.8

Four-Year Institutions

Public 8.3 27.8

Private 14.3 43.7

Two-Year Institutions

Public .7 6.5

Private Q.8 19.5

26.9% 23.2%

38.7 21.4

30.1 10.2

40.7 . 18.5

25.7 8.1

t

15.5 58.3

20.8 23.3

12.3% 1,00.0%

5.5 100.0

7.8 100.0

4.6 100.0

8.1 100.0

19.0 100.0
A

32.7 100.0k



TABLE 8.18 EFFECTIVENESS OF coldii

Institutional Type

All 'Institutions

Universities

Public

Private

VerY

Effect IleC' crIe Not Used

2.4Z
lt4,3%

1.3 35 '3

2.4
r 16.4

Four-Year Institutions

Public 5.6

Private
2.9

No-Year Institutions

Public

Private

38.

9

44.1X

42.4

46.1

erns

13,6%
100

6.3 100.0

9°7 100'o

29.6 6.5

43.7 10!6

100'
0

100.°

t
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A small proportion of the invitutions (9.6 percent) reported

that driver's license agencies were 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

borrower*. 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 said 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 item.

Some institutions try to locate delinquent borrowers by contacting

schools to which the borrowers' 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

c

said it was a fairly effective method. Public institutions were more

likely than private institutions to report that the technique was very or

fairly effective. More than one third of the respondents reported they

did not use this method at all.



TABLE 8.19 EFFECITVENESS OF DRIVER'S LICENSE AGENCIES IN LOCATING DELINQUENT
NDSL BORROWERS

Institutional Type

All Institutions

Universities

Public

Private

'Four-Year Institutions

Public

II-

Private

Two-Year Institutions

Public

Private

Very

Effective

Fairly

Eff *ttve

1.9% 7.72

4.6 9.2

1.5 5.8

1

3.7 5.6

.4 5.9

1.6 12.3

1.3, 5.0

Seldom

Effective Not Used No Response

9.874

1:4.7

8.3

16.7

`8.4

8.4

7.0

14.2".

63.9 7.6

74.8 9.7

64.8 9.3

73.9 11.4

59.0 18.8

53.5 33.3



TABLE 8.20 EFFECTIVENESS OF ARHED"FORCES IN LOCATING DELINQUENT NDSL BORROVERS

Institutional Type

Very

Effective

Fairly

Effective

Seldom

Effective Not Used No Response

All Institutions. 11.51 13.5". 34.0: 0.1" 41.0"

Uaiversitiew

Public 16.0 18.5 38.7 0.4 26.5

Private 11.2 14.1 41.3 34.0 01.1

Four-Year Institutions

Public

Private

45.9

14.5

17.6

12.7

36.1

34.5

32.4

08.4

Mb =1

A

Two-Year Institutions

Public 4.5 11.7 29.5 54.4

Private. 7.6 15.7 40.3 0.0 100.0

f'N

4



TARLF 8.21 EFFECTIVENESS OF MERCHANT'S RETAIL CREDIT ASSOCIATION IN LOCAT1NC

DELINQUENT NDSL BORRNERS

Institutional Typ',

Very

Effectivp

Fairly

Effective

Seldom

Effective Not Uned No Remponne

All Inttitutions 1.)Z 8.17. 14.37

Universities

Public 2.1 10.1 15.6 h6 .-8 5.5

Private 1.5 7.3 16.5 89.3 100.0

r

FourYear Institutions

1

Public .._ 11.1 9.3 70.4 9.3

Private 1.2 6.3 11.6 69.6. 11..2

TwoYear Institutions

Public 1.0 9.1 7.4 63.4 19.1

Private 1.9 12.0 20.8 64.2 100.0

f



TALE 8.22 EFFECTIVENESS` OF INSTITTTIONS TO WHICH OWE TRANSCRIPTS ROE BUN
SENT IN LOCATINC DILINQt'ENT N1S1. PRROWERS

,nr.....110.1 .1,,M114

Not.rard No RraponorInotitutional Type

Vory

Effective

jp

Fairly

Effretivr

Seldom

Effective

All Inatitutionx 19.Q1 14.g:

Universitien

Public 7.1 76.9 21.0 )8.2 6.7

Private 4.4 18.g 25.2 39.8 11.7

11.

Eour-Year tantitutionn

Public 8.3 ig.6 25.0 29.6. 7.4

Private 5.3E 1'.4., 19.2 3R.4 12.5

Two-Year institutions

Pubic 7.1 26.9 16.8 29.1 20..

Private 6.9 20.S 15.7 22.( 34.0



-126-

In summary, fiscalofficers surveyed rep t' that the most effective

method for locating delinquent NDSL borrowers was contacting their

parents. The next most effective way was contacting the alumni office,

followed by contacting institutions to which delinquent borrowers had had

their grade transcripts sent. The least-effAtive methOds appear to have

been contacting the college placement office, driver's license-Agencies,

and the retail credit association.

137
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CHAPTER 9

RELATIONSHIPS BETWEEN ADMINISTRATIVE.PRACTICES

AND ANNUAL INSTITUIONAL NDSL DEFAULT 'RATES.

,The Default Problem

Borrowers who default in their 'National Direct-Student Lban repay-

.

mints pose a problem that is of concern to the Congress, the United

States Office .of Education, and the financial aid community. By their

failure to repay their loans, .delinquent borrowers deny loan funds, and

thus, to some degree, educational opportunities to successive genera-

tions-of students, becausrloan defaults (and associated lost interest

revenues) minimize the possibility that the NDSL Program can achieve

revolving fund status.

One_ of the main purposes of this study was -to investigate the

extent and magnitude of the NDSL default-rate. The Natisinal Direct

Student Loan Program has how been'in,operation.foralmost twenty years:'
.

As Gale and. tforan noted in their unpublished report Collections and

DelifimuencY in the National:Defense StudentLoan. Program: 1958-68, '

the number of lOans advancedunder the program increased during the

first decade, 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 delinquent borrowers remains constant, the

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' offices have

given and are continuing to give particular attention to the problem of
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delinquency in the orientaiion visits.for f nancial ald'personnel as

well as during the course of their program reviews. In addition, the

default problem has been the topic of a number of Office of Education

workshops and seminars. Congress has acted to improve collection. effors

by amending certain provisions of the National Defense'E4ucation Aci.

For'example, Congress has made provision for NDSL loan fundi to be used

for routine administrative expenses and for collection.costs, has. made

.provision fot minimum monthly payments, and has made a provision that

. allows institutions to assess.l.iie charges against borrowers Who fail to

pay'all or any part of their installments when due.
1

Default Rates

Despite the above-mentionedefforts, the NDSL default rate continues

.tO be of concern. Ovet the years, the delinquencx_rate for the National
0

Direct Student Loan Program has been'in terpreted and computed in a number

of.different w£ys.. Typically the NDSL cumulative default rate is computed

as a ratio.of the cumulative amount of delinquent funds to total re-

ceivables. Total receivables are defined as the sum of total cash

received,_ principal canceled, payments deferred, and amount delinquent

(all cumulative figures). This ratio, when expressed as a percentage,' is

known as the delinquency or default rate-
.

Chapter 2 outlined thez&eneral methodology for the ETS study. It

was noted' that data for the study were obtained from two separate

o e' recently, the Office of Education haS defined "due diligence"
more specifically in-regulation._



questionnaires.
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4

The first, Form I, was completed by institutional

,financial aid officers and the second, Form II, was sent to4insiitutiona14

4

fiscal officers. Each institution s default rate was computed from its

response ?to item 30 of the latter.questionnaire. This item asked the

fiscal officer to enter selected information from the institutional Fiscal

OperationA Report for the EdUcatitnal Opportunity "Grant, College Work-
.*

Study, and National Direct Student Loan- programs for fiscal year 1972:

(1) loan principal dollections for the period July 1, 1971, to June 30,

.1972; (2) accounts past due.as of June.30,'197.2,-fot 120 days or less and
-

accounts past due for 121 days to one year as of June 30,1972. The data

reported by 'the institutions vere-.used to cOmpUte an annual delinquency

rate for each-inStitUtion in the ETS study.\Th .formula.for computing the

annual delinquency rate was as_follaws:

Annual delinquency rate = Accounts past_due one'yearor less

Principal collections for year plus accounts

past .due one year-or:less

It should be noted th 'at annUal default or delinquency rates

rather than rates calculated from cumulative data -- were utilized in
.

411 4
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 manner would typically be

somewhat higher than cumulative delinquency rates for two reasons.

.First, the annual delinquency rate includes amounts in arrears for between

1 and 120 days. In contrast, cumulative delinquency rates typically

-include only amounts that are delinquent for more than 120 days.

1



Second, the denOM in the annual:delinquencyrate formula does not
. .

0.4. ,. .

include amounts Of incipal canceled-or defe9edi. 'Inclusion of these
- .% 1

P , .,..
u it

(.. amounts in the denominator would$ of course, lower -the ,default ratios.
's

,

'

C

After ad annual delinquency rate was computed' for each 'institution,
'

distributions of institutional annual delinquency. rates were prepared

...,

by type and icontrol of .141stitutio. From these distribu ions, median

values were determined by typeof,institution. These values ,appear.-in

Table 9.1.

, .v

TABLE 9.1 MEDIAN, ANNUAL INSTITUTIONAL NDSL.DEFAtLT RATES BY TYPE
*of. INSTITUTION L

Type of Institution

All Idtitutions

Universities

Public

AvIedian nual NDSL Default Rate
during FY 1972

, .

13.5%

10.9

Private 13.9

4110
J.

Four-Year Institutidhs

Public

Private

15.1

11.8

Two-Year Institutions

Public 24.7

Pfivate 13:9

7

141

.S4



The data in Table 9.1 reveal that the median annual NDSL default

xate2,,,"fcfr all institutions in the ETS study was 13.5 percent in fiscal

year 1972. Public universities had the lowest median annual NDSL

default rate (10.-9 percent). Public two-year institutions had the worst

overall default rate when measured at the median -- almost 2,5 percent

suggesting sptcial efforts.were needed at these schdols to reduce

defaults.
7

Table 9.2 provides -additional dexarl about the distributions of,

annual default rates by type of institution. Default rate percentiles
4.

are also shown in this table; for example, 90 percent of all institutions

had -default rates in FY 1972 'of 38.7 percent or less. - Conversely,

:

10 pereent of all institutions, had default rates of'... 38.7 percent or
4

more. Ten percent of tlie.responding schools had default rates of less

than 4.6 percent. Particular attention should be paid to.the.percentiles

becau, as measures of. central tendency, medians mask variability.'

Inspection of the percentiles suggests that-the collection experiences of

both two-year private and two-year-Public institutions were comparably

poorer than for other types of institutions.

'Administrative Practices and Default Rates
.

One of the major- purposes for undertaking the present study was to

analyz(e the relationships between certain administrative practices and

institutional characteristics and institutional delinquency rates. This

section presents a analysis of these relationships in an effort to

answer a number of uestions, such,as: What is the relationship between

conducting exit inte iews and delinquency rate? What is the relation-

ship between using a billing service and delinquency rate? What is the



TABLE 9.2 DISTRIBUTIONS OF ANNUAL NDSL DEFAULT RATES BY TYPE OF INSTITUTION: FY 1972

All Institutions 'Universities Four-Year Tvo.year--------7-----Default , Pali* Private 'Public Private , Public Private
Rate N Pifcent N Percent N Percent N Percent N Percent N Percent N Percent

.

,----------------.
1

90% - over 7 .6 0 .0 0 .0 1 1.0 1 .2 4

80 - 89 9 .8 1 .5 0 .0 '2 2.0 0 0 5

70,- 79 .. 11 .9 1 .5 0 .0 0 0.0 .1 .2 6

60 - 69 231 1.9 0 .0 0 .0 '3 .3.1 4 1.0 13

50 - 59 20' 1. 5 2.4 1 .6 2 2.0 3 .7 5.
40 -, 49 44 3. 2 1.0 3 1.8 3 3.1 9 2.1 '24

30 - 39 77 . 6. 10 4.7 7 4.1 2 .2:0 26 6.3 25

20 7 29 'l1 28 13.4 35 20.7 15' 15.5 45 ,10.9 46

10 - 19 421 35;9 76 . 36.4 11 42.0 43 43.9 159 38.7 48
.0 - 9: 386 32.9 86 41.1 52 30.8 27 27.6 163 39.7 32

Mean Rate' 18.4% / 14.5%

Median Rate 13.5% 10:9%

Selected

Percentiles

,90th 38.7% \ , 28.4%

75th 22%4 18.3

50th 13.5 10.9

25th 7.9 k 6.8

10th 4.6 4.6

11

14.92 19.1% 14.9% \
13.9% 15.1% 1108%

25.2% 43.1% 30.1%

20.0 , 21.1 18.5

13.9 15.1 11.8

7/9 8.7 7.3

1.7 3.8 4.3

.2
1 1.4

.2 1 1.4

.3
4.1

.6
'2 2,7

.2.
3 4.1

11.5' 3. 4.1

12.0 7 9.6
1

22.1 6 8.2 ...

23.1 22 30.1 N;

1.4

15.4
25 34.2

1

30 %

24.7%

22.7%

13.8%

65,6% f 59.1%

41.2 35.3

24.7 15.9

14.1 7.4

7.7 3.7



/1
33-

4/9e\ OittItt_ od delinquencyC `'t rate? What isrelationship between

e grade transcriPts andV s of
the relationship bets,'

delinquency rate,?
Olk

After an annual dei.'
tioputed ;fol. each

J14 " 4nuaI
distribution of instil v dal aoquetit ..y rates

10k\ ,itut):,
0

k ,A0 chi% sie" classifiedBased on this distrib0
piql, P.

intermediate, or hish'ele Nic,f
Yates

as1' st%

0 N it 11 t

kith
Low Delinquency 11J.zetlk
below the 25th Per Ae Nas,,c---

, /00,votto;otks

inst
icutioh

3

r
was Prepared-

as
having

kov,

delinquency rates

ocitutPrilk Rate
7' 4a AIntermediate D e y the ions delin-

quency rates raflti
klc -2s 4-fl co the percentile
ts° kb 75th

(middle 50 percel-

fat stit
kit.

tligh Delinquency 10) ,. orffl. r) k 5,with rate00

sib by delinquency 1-tahtee,

75th percen.tile 1(1.5,

1,13q clan
Aftr each institution ,,,x0.1. e,

0
que.4, e

sponses to seleo d it k\ 01 ...x.v.v. vr institutional fiCal
tzt, ,,,ire z_..

teq iinqy
. 0

offiCers were cros_tab 1t 41°
. category-

h1\11)-\ -'' /0 vaA.
G kl.Q computed_dFor each table, a te from the frecitiQxlcySquat

e
Dabia,

0 a tpot the obtained discribut1,00distribution to deterto 1)*

Ov
would occur by chancogal°

Exit Interview and Delirl pOk U and
The 1967 1 y At i, dares Fromanual of

i le ec f or NDS1,
'-, .

.
, Gt 4 r,epa.,

indicated that 'he sel° kl of .

tzletkrelans should .3.t

interviews yith 1.
,.5 '

they 1.0e ill4citutibn.

be made

Tile mar
-orroul- al

stressed the importance 4,01 111.6 that the are
with



134--

-4
which it was conducted would determble in large measure the institution's

fsuccess in collecting repayments.

The major purposes of an exit interview are to indicate the exact

amount o 'the student's total borrowing, to select andNecord a payment

plan, to streas the importance of promptly meeting the sC'he4ule obliga

tions, and to make certain the institution bas adequate dta to enable

it to 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 remind them of the obligations of promptly

notifying the institutionliof.any change of address. In'Stitutions are

encouraged to hold exit interviews not only to impress upon borrowers

the importance of their repayment obligations, but also to collect

personal data for use in future tracing of delinquent borrowers.

The findings shown in Table 9.3 underscore the importance of

conducting exit interviews with graduating borrowers. Data in the

table indicate that more than 96 percent of the institutions in the low

delinquency rate group conducted exit interviews with substantially all

.sduating NDSL borrowers.

Many institutions find it difficult to arrange exit interviews

with students who drop out before graduation, because frequently these

students leave the schools with little or no advance notice. 'This

observation is substantiated by the data in Table 9.4, which show that

only 67.8 percent of the low delinquency rate institutions held-exit

interviews with most dropouts. Moreover, the data suggest there is a

strong and significant relationship between conducting exit interviews

with dropouts and delinquency rates. Institutions with low delinquency
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rates were acre likely to haye conducted exit interviews with dropouts

than were those with high delinquency rates.

TABLE 9.3 RELATIONSHIP BETWEEN CONDUCTING EXIT INTERVIEWS
WITH GRADUATING BORROWERS AND DELINQUENCY RATE

.-
Delinquency', Rate

Item: Did your institution
conduct exit interviews in
1972-73 with graduating
NDSL borrowers?

Low Intermediate High
(bottom
quarter)

(middle
50 percent)

(top
quarter)

Yes, in substantially all

cases 96.6% 91.2% 83.9%

YeS, in some cases 3.6 6.3 12.4

No 0.3 1.6 2.2
1

No response 0.0 0.9 0.6

TOTALS 100.0 100.0 100.0

Chi squa're i 28.2; p < .001 with 6 degrees of freedom

TABLE 9.4 RELATIONSHIP BETWEEN CONDUCTING EXIT INTERVIEWS WITH
DROPOUTS AND DELINQUENCY RAW

Delinquency Rate

Item: Did your institution Low Intermediate High
conduct exit interviews- (bottom (middle (top
with 1972-73 with dropouts? quarter) 50 percent) quarter)

s

Yes, in most cases. 67.8% 61.8%. 51.8%

Yes, in some cases 29.5 31.7 36.9

No 2.4 4.6 6.9

No response 0.3 1.9 4.4

TOTALS 100.0 100.0 100.0

Chi square - 27.9; p < .001 with 6 degrees of freedom

z.
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The 1967 NDSL manual states that exit interviews should be conducted
_

on an individual basis, but institutions with a large number of departing

borrowers may find it expedient to precede intervforews vith group sessions

for the purpose of explaining such general mattgrs as the repayment

procedures required of all borrowers and the conditions for deferment and

cancellation.

The data in the following table indicate no strong or significant

relationship between the method of conducting'the exit interview and
14.

the delinquency rate. There was little difference among institutions

"classffie'd by delinquency rate in the percentages that held exit

._.

interviews on an individual basis and in group sessions. This finding

suggests 1.t is not too important how the exit interview is conducted, so

long as it is conducted.

TABLE 9.5 RELATIONSHIP BETWEEN METHOD OF INTERVIEW AND
DELINQUENCY RATE

Item: How are exit - interviews
conducted with most NDSL
borrowers?

Delinquency Rate

Low Intermediate riigh

(bottom - (middle
quarter) 50 percent)

(top
quarter)

Individually 76.0% 75.3% 78.8%,

In group sessions 21,6 20.7 15.7

Do not conduct exit interviews

with most-NDSL borrowers 0.0 0.7 0.4

No response 2.4 3.3. 5.1

TOTALS 100.0 100.0 100.0

Chi square = 8.9; p <..18 with 6 degrees.of freedom
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Fiscal officers were asked if the repayment schedule was discussed

during the zit- interview. The responses to -this question, when c;assi-

fied by delinquency rates, indicate a significant relationship between

discussing the repayment schedule _during the interview and an institu-

tion's annual' delinquency rate (see Table 9.6). Institutions with low

de],inquency rates were more likely to discuss the repayment schedule

with most borrowers than were institutions With high delinquency rates.

TABLE 9.6 RELATIONSHIP BETWEEN DISCUSSING REPAYMENT SCHEDULE
WITH THE BORROWER AND DELINQUENCY RATE.

Delinquency Rate

Item: Is a_schedule of Low, Intermediate High
repayment discussed during (bottom _(middle (top,

exit interviews? I
quarter) 50 percent) quarter)

Yes, in most cases

No

No response

TOTALS

97.0Z

0.9

0.6

100.0

94.27; 90.1Z

1.8 ; 1.5

1.8. 3.6.

100.0

Chi square ,= 15.7; p < .02 with 6 degiees of freedom

Fiscal officers were also asked to indicate whether they felt

borrowers gained a thorough understanding of their repayment obligations

during the exit interviews. As seen in,Table 9.7, of the fiscal officers

-at institutions with low delinquency rates, 78.1 percent felt that

borrowers in most cases did gain a thorough understanding of t.eir

,repayment obligations. Only 66.8 percent of the fiscal officers at high

delinquendy rate institutions gave, the same response. Thus, it appears
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that borrowers' undorstandIngs of their repayment obligations are related

to delinquency rate. Stated differently, if most borrowers have a

thorough undei-standing of their repayment obligations, the instituttor: is

more apt to have a low delinquency rate.

TABLE 9.7 RELATIONSHIP BETWEEN BORROWERS' UNDERSTANDING-OF REPAYMENT
OBLIGATION AND DELINQUENCY RATE

4

Delinquency Rate

-Item: Do borrowers gain
a thorough understanding
of repayment obligations
in exit interviews?

Low
.

Intermediate High
(bottom
quarter

middle
50 percent)

. (top
quarter).

Yes, in most cases 78.12 72.3Z 66.8:

Yes, in some cases 18.5 21:0 24.5

No 2.1 4.7 4.4

No response 1.2 1.9 4.4

TOTALS 100.0 101).0 100.0

Chi square = 16.1; p < .01 with 6 degrees of freedom

One of the purposes of exit interviews is to gather information

from NDSL borrowers before they leave the institution that will assist

in future tracing of borrowers' addresses. Two items were included in

the questionnaire for institutional fiscal officers to determine whether-

tracing information was gathered as a part of the exit interview, the

type of information gathered, and the relationship between- the type of

information gathered and delinquenc_rate..
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Table -9.8 Shows that, regardless of their delinquency rates, most

schools gather, information during the exit interview that can be used

in the future to 'trace a borrower. Consequently, there were no statis-

tically significant response patterns to this item_when schools were

classified by default rate. It should be noted thatr'somaC,schools that

conducted exit interviews may haik 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

Item:' Are exit interviews
used to gather information
for future use in tracing
borrowers?

Delinquency Rate

Low Intermediate High
(bottom Cmiddle (top

quarter) 50 percent) quarter),

YeS

NO
, C.

No respoftse

'TOTALS

94.5%. 91.9% 93.4%

4.3 6.0 2.9.

1.2 2.1

100.0 , 100.0 100.0

-Chi square --- 8.05; p < .09 with 4 degrees of freedom.

--. 7 ..._ /-7-,-, -,Fiscal officers were asked whe,.eer they usualAr gathere4 parents
r- -

- ...../ '...
or guardian4,''addresses during the exit interview. The results of the

responses to this question are presented in tgble 9-.9. It should be noted'
, -

that the chi-square value is not statistically significant a4Attle .05
r d'

level. It appears-that there was no relationship between Oelinque . liliti e .-.

A .
'

"11--

JO,

and obtaining the addresses of-- borrowers' parents during

'Interview.

7
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'TABLE 9.9 RELATIONSHIP BETWEEN OBTAINING? ADDRESS OF BORROWER'S BARENTS
AND DELINQUENCY RATE fit

Delinquency Rate

Item: Is parents'
addressimathered
during pit interview?

Low ---. Intermediate
c High

(bottom
quarter)

(middle
50 percent) ,

(top
quarter)

Yes 98.2% 95.67- 94.9%

No 1.8 3.2 2.9

No response 0.0 1.2 2.2

TOTALS 11.W.0 100.0 100.0

Chi square . 8.3; p < .09 wits 4 degrees of freedom

Fiscal officers were also asked whether they obtained the address

at which a borrower could be reached for the first' billing. As seen in

Table 9.10, regardless of delinquency rate. most schools did collect

this information.

TABLE 9.10 RELATIONSHIP BETWEEN OBTAINING BORROWER'S ADDRESS AND
DELINQUENCY RATE

\--Item: Is -address obtained
at wh" h boriower may
be. re-6%-d for first

Yes

N,o

Delinquency Rate

Low Intermediate High
(bottoi (-middle (top

- quarter) 50 percent) quarter)

Is"

97.6%

2.4 *

No response 0.0,

TOTALS - 100.0

96.8%

:2.5

0.7

100.0

- 95.3%

2.9

1.8

100.9

.1

Chi.-:squiire'st 6.11p Z .1-5 with 4 degrees of freedom
\r'..

.. s 7 - -- v

. - .0! ..' , 4: . ,.. . ,

Al
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Obtaining' the addresses of references given by a borrower seems to

bear little relationship to a' school's delinquency rate. Table 9.11

indicates that approximately 70 percent of the schools did obtain

addresses of retprences; schools in the high delinquency rate group were

even mdre likely than those with low delinquency rates to obtain addresses

of'references.

TABLE 9.11 RELATIONSHIP BETWEEN .OBTAINING ADDRESSES OF REFERENCES' AND
,0-7 : DELINQUENCY RATE

= Delinquency Rate
_

i
; r .

Item: Are addresses .
, . ..

of referents- c - Low . : ( InterMediate . High
obtained?

''.

(bottom quarter) (middl50 percent) (top quarter)

Yes
,

'7L.9% .,70.5% '67:8%

No 30.628.3.28

,
..

.:.

,

26,k3.1
---,<

.. .

:No response 1.2 1.6' 1.8

TOTALS 100.0 100.0 '100:0

1 Chi square = 2.21 p <'.5 with 4 degee's of freedom

No4MOre than 60.8 percent of the schools in.the ETS study obtained

addresses of -the borrowers' banks in their communities. Table 9.12

reveals no cleir pattern among schools' responses to this item when they

were classified by delinquency rate.

15
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TABLE 9.12 'RELATIONSHIP BETWEEN OBTAINING ADDRESS OF BORROWER'S BANK
AND, DELINQUENCY RATE

Item: .Do you
obtain the address Delinquency Rate
of the borrower's
bank in,his or her
'home community?

Low Intermediate Hi-1
(bottom quarter) (middle 50 percent) (top quarter)

Yes 60.8' 54.1% 57.3%

No 36.2 43.4 39.4

No re*spohse 3.0 2.5 3.3

TOTALS' 100.0 100.0 100.0

Chi square - 5.0; p < .29 with 4 degrees of freedom

Approximately two-tHirds o schools in the ETS study did not

obtain the address of aborrowg's church, but there appitais to be no

significant .alatio.nship betweeiVcollecting this information And delin-

(IP

quency rate'(see Table 9.13)
..,

I A
n.

TABLE 9.13 RELATIONSHIP BETWEEN OBTAINING ADDRESS OF BORROWER'S CH4TZCH
AND DELINQUENCY RATE

Item: Do you obtain
the address of the
bortower's home

Delinquency Rate

Low Intermediate High .

church? (bottom quarter) (middle 50 percent) (top quarter)

Yes 29.2% 26.3% 29.2%

No 66.6 70%1 65.7

No response 4.3 3.7
e

TOTALS 100.0 100.0 100.0

Chi square = 2.48; p < .5 with 4 degrees of'freedom

N.
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Approximately half of the responding schools obtained the address of

a borrower's preilent employer. Again, the data do not sussesta relation-

ship between obtaining this information and delinquency rate (see Table

9.14).

TABLE 9.14 RELATIONSHIP BETWEEN OBTAINING ADDRESS OF BORROWER'S
PRESENT EMPLOYER AND DELINQUENCY RATE

Item: Do you
obtain the address
offihe borrower's,
present employer?

Delinquency Rate

Low Intermediate High
(bottom quarter) (middle 50 percent) (top quarter)

Yes 50.8% 52.7% 49.3%

No 44.1 41.7 46.0

No response 5.2 5.o 4.7

TOTALS 100.0- 100.0

_Chi square %.5; p > .5 with 4 degrees of freedom

Teacher Cancellation, Defermeht,_ and Delinquency Rate

The National Direct Student Loan Program allows students why are

Ir

teachers in certain types of schools to cancel portions of thei1 loans.

To realize this benefit, however, borrowers who teach must file a request
.r

for teacher cancellation form each year with the institution. .Borrbwers
'10

?who qualify fo'r the teacher cancellation benefits but1do .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 timely submission of these rdtruests to have-somewhat higher delin-
110

A --
quency rates than those whose students request cancellation in a timely

fashiqn. Moreover, the administrative arrangement a school uses' for
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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

a bout their administrative arrangements for receiving requests for
N.-

teacher. cancellation. They were asked whether the Request for Partial

Cancellation of Loan (RPCL) form was sent at least once a year to all

NDSL bo*rrowers, whether this form was sent at least once a year co

borrowers who had taught during the preceding year, and whether borrowers

were instructed to request the fort; from the school if they met eligi-

bility requirements. The results of the responses to this item are
..,-

.4r,lassified by the schools' delinquency rates and appear in Table 9.15.

Inspection of .the table indicate% a highly significant relationship

etween the administrative arrangement for receiving cancellation forms
. -

and delinquency rate. Schools with lowfdeitnquency rates were more likely

to send the canOellation form to borrowers who had taught the preceding

year; they were almost twice as likely as the high chtlinquency rate

schools to utilize'this.particular-adthinistrative procedure for receiving

requests 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

(

receiving teacher cancellatiiin requests, when measured in terms of

delinquency rate, is to send the form only to borrowers who taught the

preceding year.

In their questionnaire, fiscd1 officers were also asked abOut their

administrative procedures for receiving requetts for deferment. Like

teacher...cancellation requests, requests for defeepet -- if nat submitted

5v
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in a timely fashion -- have a deleterious effect on a school's delinquency

rate. This -is true because students who are eligible for deferment but

fail 01' submit the proper fords are considered delinquent for accounting

purposes.

TABLE 9.15 RELATIONSHIP BETWEEN ADMINISTRATIVE ARRANGEMENT FOR RECEIVING
TEACHER CANCELLATION" REQUESTS AND DELINQUENCY RATE

Item: What
administrative
arrangement is t Delinquency Rate
used for receiving
requests for Low Intermediate High
teacher cancellation? (bottom quarter) (middle 50 percent) (top quarter)

RPCL sent at
least °nee .0 year
to all terminal
NDSL borrowers 13.17. 16.72 20.8%

RPCL sent at
least once a year
to borrowers who
taught the
preceding year 43.5

.

36.7 23.7

Borrowers
ihstruqted to
request RPCLs
from the school 30.1 34.0 . 47.4

Other- .? 7.6 8.2 5.1
No response 5.8 4.4 2.9

TOTALS 100.0 100.0 100.0,

Chi square 41. p < .001 with 8 degrees of freedom

The results in Table 9.l indicate that schools with low delinquency

71" _

rates-were more likely to en the Reque4t for Defer*nt Fort (RDF) at

least once a,year to _all borrowers,..tbr to thos borrowers WholPpayments

-157
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had been deferred the pieceding year, than yere schools in the high

delinquency rate categor:jt 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 schools that took the initiative

by sending ddferment forms to borrowers bete more likely to have lower A.

delinquency rates than schools that expected students to request them.

TABLE 9.16 RELATIONS }IP BETWEEN ADMINISTRATIVE ARRANGEMENT FOR RECEIVING
REQUESTS FOR DEFERMENT AND DELINQUENCY RATE

-Item: What is the' Delinquency-Rate
administrative

..-'arrangement for
receiving requeIts Low Intermediate High .

fo;"-a-eferment? (bottom quarter) (middle 50 percent) (top quarter)

RFDs sent at
least once a year
to all borrowers.

RDFs sent at leatst
once a year to 1

borrowers whns pay-
ments were deferred

15.2% 17.0% 20.5%

the preceding "year 33.7 28.2 20.5

RDFs not automatically
sent; borrowers_must
request them 45.3 50.5

Other 6.1 6.3 *-5

No response 5.8 3.2 2.9

TOTALS 100.0 100.0 100.0

Chi square = 20.87; p < .008 with 8 degrees of freedom

lb-
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Administrative Follow -up Procedures and Delinquency Rates

About half the schools in the ETS study utilized electronic data

processing equipment to prepare bills for NDSL borrowers. It would seem
----_________

reasonable to expect that 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 9.17 do n t support that expec-

tat
)

ion. The chi square of 9.09 is not sta tiClaly 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 likely to use computer billing. These tendencies are

not statistically significant, however.

TABLE 9.17 RELATIONSHIP BETWEEN METHOD USED TO PREPAREBILLS AND
DELINQUENCY RATE

Item: Are bills for Delinquency Rate .

y--__:r NDSL borrowers

prepared manually -

or by computer?
Low Intermediate High

(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 2.1, 1.1

TOTALS 100.0 100.0 100.0

Chi square = 9.09; p < .06 welrINegress of freedom

Within the past seVAal years a number of commercial firms have

developed and marketed services tailored to institutions to assist them

in preparing bills for NDSL borrowers. One of the items on the
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questionnaire for fiscal officers asked if the school was using a

commercial billing service on a regular basis. Inspection of Table 9.18

indicates a highly significant (p less than .001) relationship between use

of a commercial billing service and delinquency rate: 27.4 percent of the

schools with low delinquency rates used commercial billing services

compared to 48.9 percent of the schools with high delinquency rates. One

might have expected a reverse finding; that is, because commercial billing

services specialize in preparing bills in a timely -fashion, it might be

assumed thart schools using billing services would have had lower 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 tilt, contract with commercial billing services in an effort.to

improve their collection records. 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 y u using Delinquency Rate
a commercial billing 10 .

service on a Low Intermediate High
regular basis? (bottom quarter) (middle 50 percent) (top quarter)

Yes 27.4% 40.4% 48.9%

No 71.7 59.1 51.1

No response 0.9 0.5 0.0

TOTALS 100.0 100.0 109.0

Chi square = 32.13;p < .001 with 4 degrees of freedom

1 6



.

-149-

attentionto this phase of loan administrati.pn. Neither of these

hypotheses can be confirmed nor rejected from the data at hand.

Fiscal officers were also asked how frequently bills were sent to

NDSL borrowers; their responses, classified by delinquency rate, appear

in Table 9.19. The results of this analysis indicate that there is no

significant relationship between delinquency rate and billing frequency,

although some trends do seem apparent. Schools with h0 best collection

records (thA is, with low delinquency rates) were more likely to send

bills on a quarterly basil; than were those with poor collectiOn records.

About tZio-thirds of the schools with good collection records billed one

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 BILLING AND DELINQUENCY RAT

Delinquency Rate
Item: How frequently
do your NDSL borrowers Low Intermediate High
receive bills? (bottom quarter) (middle 50 percent) (top quarter)

Monthly 16.1% 20.8% ' 23.4Z

Bimonthly 0.0 1.1 ------k.1

Quarterly 66.3 64.3 6010"

Other 6.4 6.8 6.9:

No response ,11.2 7.0 8.0

TOTALS 100.0 100.0 100.0

Chi square = 13.09; p < .11 with 8 degrees of freedom (not significant)
4
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The 1967 NDSL ,manual of policies and procedures contains several

sample letters that institutions may elect to use to remind delinquent

borrowers that they arc in arrears. One of the items in the questionnaire

for fiscal officers asked how many times delinquent borrowers were

reminded before legal action was considred. Theirresponses. cate-

gorized by delinquency rate and reminder frequency, appear in Table 9.20.

.

Schools .with low delinquency rates were more apt to send five or mo-re

reminders to delinquent borrowers than were schools with bleb delin--

quency rates. Among schools with low delinquency rates. 62.'3 percent

sent five or more reminders.

TABLE 9.20 RELATIONSHIP BETWEEN REMINDER FREQUENCY AND DELINQUENCY RATE

Item: How many times
are.delinquent
borrowers reminded'
before legal
action is considered?

Delinquency Rate

Low
(bottom quarter) (middle

Intermediate
(top

High
50 percent) quarter)

None 0.0Z 0.0Z 0.0Z

One 0.0 0.4 1.5

Two 1.2 1.9 . 3.3

Three 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

No response 5.2 4.6 6.6

L
TOTALS 100.0 100:0 100.0 )

Chi square = 25.7; p < .01 with 12 degrees of freedom



A number of schools participating in the NDSL Program turn delin-

vie
quent accounts over to collection agencies. Some schools use collection

agency services for all delinquent accounts, and others turn over only

hard-core delinquent accounts. TabLe 9.21 presents percentage distri-

butions 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 their delinquent accounts than were schools

with lower delinquency rates.

TABLE 9.21 RELATIONSHIP BETWEEN USE OF AN OUTSIDE COLLECTION AGENCY AND
DELINQUENCY RATE

Item: Do you use Delinquency Rate
an outside collection
agency for delinquent Low . Intermediate High
accounts? t7).:om quarter) (middle 50 percent) (top quarter)

Yes, for *11
delinquent accounts 21.6% 26.9Z 30.2%

Yes, for hard-core
delinquencies only 46.6 46.3 35.1

No 31.9 26.8 34.7

No response 0.0 0.0 0.0

TOTALS 100.0 100.0 100.0

Chi square 14.73; p < .006 with 4 degrees of freedom

The law governing the National Direct Student Loan Program allows

lending institutions to assess penalty fees for loans not paid when due.

In the case Of a loan that is repayable in monthly installments, an

1c



institution may charge $1 for the first month by which thy- installment
.

or evidence is late and $2 for each month thereafter. rn the Celtic! of

Ioierts with bimonthly or quarterly repayment tervaln, $3 and $6 may be

charged, respectively.

The ETS' questionnaire asked fiscal of.ficers whether delinquent

borrowers were assessed penalty charges. Responses to thin item are

cross-tabulated by delinquency rate in Table 9.22. The data in this

,

_table suggest that there is no statistically,significant;re/tatOdship

between delinquency rate and assessment of penalty .charges.

TABLE 9.22 RELATIONSHIP BETWCEN4ASSESSMENT OF PENALTY CHARGES AND
DELINQUENCY RATE

Delinquency Rate
Item: Are delinquent
borrowers assessed Low Intermediate High
penalty charges? (bottom quarter) (middle 50 percent) (top quarter)

Yes 21.9Z 23.02 21.5:

No 75.1 73.7 74.8

No response 3.0 3.3 3.6

TOTALS 100.0 100.0 200.0

Chi square 0.45; p < .5 with 4 degrees .of freedom

A number of schools participating in the XDSL Program prohibit the

release of grade transcripts for delinquent borrowers. :able 9.7.3
-,s,

41110
indicates that this action is significantly related to delinquency

rate: schools with low delinquency rates were more likely to prohibit

release of grade transcripts for delinquent borrowers than were schools

with high delinquency rates.



TABLE 9.23..RELATIONSHIP BETWEEN PROHIBITING RELEASE OF GRADE
TRANSCRIPTS AND DELINQUENCY RATE

.Item:' Do you. pro
hibit the release Delinquency Rate
of delinquent
borrowers' grade Low Intermediate High
transcripts? (bottom quarter) (middle 50 percent) ( p quartet)

Yes 68..1% 72.9% 61.7%
. ,

No 28.3 24.9
.

36.1

No response 3.6 2.3 2.2
--:-

TOTALS '100.0 , 100.0 100.0

Chi square = 13.4; p < .01 with 4 degrees of freedom

Fiscal officers were asked if they senta.delinquent borrowers

slprong letters suggesting that, legal action would be taken. 'Nearly

equal percentages, of schbols in all -three delinquency rate categories-

TABLE 9.24 °RELATION BETWEEN SENDING THREATENING LETTERS
AND DELINQUENCY RATE

..,

Item: Are delinquent ,

.., borrowers sent sttong
letters tha-'suggest Delinqueady Rate

"legal action may Low Intermediate -- High

be taken? .'. (bottom quarter) (middle 50 percent) (tor; quarter)

ifts

No

No response

TOTALS

88,8% 88.8% 85.8%

7.3 ' 8.9 12.0

4.0 . \ 2.3 2.2

100.0 100.0 100.0

. sr

Chi square = 6.5; p < .17 with 4 degrees of freedom

1
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r

79.

responded. that they did send lettershreatening-legal,action, br-ut there

appears to beno significant trend among schools with various delinquency ."

rates. This does not necessarily imply.that the threat of legal action is

ineffective. Rather, it merely indicate& that there were no significant

-Idifferences among institutions classified by delinquency rate in their,

filippftncy of using this procedure.

In addition to: asking fiscal officers if. ,hey threatened legal

action; the questionnaire asked whether they actually turned accounts

ft

over to lawyers or collection agencies. Ns-seen in Table 9:25, there were

no significant differences among the patterns of responses to this item

for schools in the various delinquency groups.

TABLE 9.25 RELATIONSHIP BETWEEN TURNING ACCOUNTS 'OVER TO A LAWYER OR
COLLECTION. AGENCY AND DELINQUENCY RATE

Item: Are accounts:
of delinquent
borrowers turned Delinquency Rate
over to. a lawyer
or collection ,

, Low Intermediate High
agency? (bottom quarter) (middle 50 percent) (top quarter)

No responge'

,
TOTALS

2.1

100.0

77.4% 69.7%

20.1 27.4

2.5 2.9

100.0 100.0

, .

Chi square = p < .18 with .4 degrees of freedom

Schools participating in the NDSL Program may, at their option,.

'charge delinquent borrowers costs for collection. Among all the schools

in the ETS study, only about one-quarter exercised this option (see-
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Table 9.26). The practice of etarging.collection'costs does not seem

to discriminate between high and low delinquency rate'schools.

TABLE 9.26 -.RELATIONSHIP BETWEEN CHARGING DELINQUENT BORROWERS COSTS
FOR COLLECTION AND DELINQUENCY RATE

4

-Item: inquent
borrowers tinely
charged for the
costs of collection?

Delinquency Rate

Low Intermediate High
(bottom. quarter) (middle 50 percent) (top quarter)

Yes 26.1% ,25.6% 27.7%

No 68.7 68.6 65.7

No response 5.2 5.8 6.6

TOTALS 100.0 100.0 100.0

Chi square = 1.09; p < .5 with 4 degrees oflteedom

The NDSL Program also allows participating schools to permit bor-

.

N,r-oers to make partial repayments if they face extenuating circumstances.

Ithlocteta in Table 9.27 indicat that 81.-8" percent of the responding

schools with _low delinquency rates, 86 percent of those with intermedilate

. - -kdelinquency rates, and 79.6 percent of-thoSe with high delinquency-

rates...permitted borrowers to make partial payments. These

--show no significant relationships.

W-
data-, hi5wever,

The law governing the NDSL Program enables lending institutions to

require borrowers to make minimum repayments. Institutions may require

pay'ments of principal and interest by the borrOwelr at a rate equal to
'L

not less than $3.0 per month. A majority of participating institutions

did-fequirt minimum repayments on NDSLs, but there appears to be nc

significant relationship between this practice and the-schools' annual
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TABLE 9.27 RELAT1ONSiIP BETWEEN. PERMITTING PARTIAL'REPAYMENTS AND
DFILINQUENCY RATE

P.

Item: Do you permit
,partial ,repayments?

Delinquency Rite

Low Intermediate High
'(bottom quarter) (mid 50 percenE) (top quarter),

Yes

No

81.8%-

10.6 !

86.0%

8.1

79.6%

12.-8 ,

10-"Unaware of option 5.5 4.4 .6.2

No response "*".. 2.1 1.6 1.5

.TOTALS 100.0 100.0 100.0

Chi square = 7.24 p < .30 with 6 degreeS,of freedom

delinquency rates:, Some 78.7-percent of the schbols with low delinqUency
e

rates requited: mininum repayMentrcompared to 81:8 percent of schools-with
c 4

intermediate rates and '78.5 .percent of schools with thigh rates.
. .

TABLE 9,28 RELATIONSHIP BETWEEN REQUIRING MINIMUM REPAYMENTS AND
DELINQUENCY RATE

.

Item: Do you Delinquency Rate
require minimum
repayments on Low . Intermediate High
IIDSLs? (bottom quarter) (middle 50 percent) (top quarter)

Yes 78.7% 81.8% 78.5%

No 16.1 14.4 14.6

Unaware Of option -0.6 0.7 1.5

No response 4.6 3.2 5.5
.

TOTALS 160:0 100.0 100.0

Chi square = 5.08*Pp.> .5 with., degrees of freedom
p
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1."

At the time the ETS survey was conducted,. institutions had 5ne option

of allowing installmen.t payments to be deferred for a period not to exceed
.

'three years while tie borrower enrolled in an institution of higher
p. Lr

education for less than half-time study, taking courses creditable

toward a degree. Abo,Ut two-thirds of, the institutions in the study

. / indicated that -they.deferred'repayment for part-time students. As

shown in Table 9.29 however, this seems to have little relationship

to delinquency rate. Nearly equal pertentages of respondents in the three

groups indicat ed that they allowed deferments for part-time students.

TABLE 9.29 RIELATIONSHIP BETWEEN-DEFERRING REPAYMENTS FOR.PART-TIME
StUDENT AND DELINQUENCY RATE

Item: Do you defer
repayments for
part-time

Delinquency Rate

Low Intermediate High
students? (bottom quarter) (middle 50 percent) (top quarter)

Yes 65.7%' 68.5% 62.8%

No 24.3 - 23.1 25.9

Unaware of option 6.1 5.1 8.4

No response 4.0 3.3 2.9

TOTALS 100.0 100:t 100.0

Chi square = 5.36; p < .5 with 6-degrees of freedom

InstitutiOns participating- in the NDSL Program may also elect

to defer repayment in hardship cases. The -data in Table 9.30 show.a

signifidant relationship between schools classified by delinquency rates
./

and .their responses to this item-, Schools with lOw delinquency rates

were slightly_ more likely to defer repayment in hardship cases than Were
f.
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TABLE 9.3b RELATIONSHIP BETWEEN DEFERRING REPAYMENTS IN HARDSHIP
CASES ANA DELINQUENCY RATE'''. - 4

...

Item: Do you
. defer repayments .

-* in :hardship
-cases?
,

Delihqtiency Rate' t

..

- Low InterMediate -.. :High- a
(bottoli: quarter) (digale. 50 percent) (top quarter)

Yes - 69.9' 74..1% 67.2%

No 15.5 15.4 20.4
1. -

. Unaware` of option 8.5 .

No response -6.1 -3.9 1.8

TOTALS 100.0 100.0
t-.

Chi square = 14.9; p 42- with .6 degree§ of freedom

schools with high delinquency rates. It should be noted that almos't 11

percent of the schools with high-delinquency rates were unaware of

this option.

PartiAa "Effect" of Administrative Practices on Annual Delinquency Rate

The preceding analysis, of the relationshipg between administrative

practices and delinquency rates-revealed that -some practices-were signi-

ficantly related to institutional delinque.n6Y rates in 1972-73 However,

the order of importance of the various practices as they relate to

delinquency rate was not established, and is the subject of the analysis

that follows.

In an attempt to. determine the relative importance of various

administrative practices and their independent relationships with default

o

rate, a forward stepwise -regression analysis was undertaken. The depen-

dent variable in the analysis was annualAelinquency rate, expressed
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as a percentage for each institution in the ETS study. Least-squares

parameters were computed fOr. eighteen indepehdent.variables.

regression equation and-related statistics appear in Table 9.31.

The follpwing: cOnclions can be drawn on the basis of the data

Table 9.31:

The F Ratio for the regression was highly significant

Eight' of the independent va-riables had statistically'
'

Sigiiificant regression toefficients.

The multIple.corsielation for the ilidependent Variables in
14

,,Athe regreision equation was .42.

The most powerful single predictor in the battery was being a

two-year institution, 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 -year institutions

indicates that the mean annual delinquency rate for schools

in this grOUp. was 9.54 percent higher than for other types

of institutions, after controlling for administrative

practices represented in the regressions model.

.L'4stItutions that used commercial billing services hada mean'
(

delinquency rate 4.49.percent higher than schools not using

billing services, after control- ling..for other administrative

practices represented in the model. This'finding lends
._

17
I
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TABLE 9.31 REGREBOON1COEFFICIENTS AND RELATED STATISTICS FOR THE PREDICTION
OF AN$UAL. INSTITUTIONAL DELINQUENCY RATE FROM EIGHTEEN INDEPENDENT
VARIABLES

Independent
Variable

1. Two-year
Institution

2. Used a billing
.service

3. Public
institution

4. .Had exit
interviews with
most dropouts

5. Turned delinquent
borrowers'.,accounts
over to lawyers
or collection
agencies

6. Discussed schedule
of repayments with
most borrowers
in exit interviews

7: Monthly billing

8., Bimonthly billing

9. University-

10. Had exit interviews
with most graduating
borrowers

*p < .05
**p .< .01

Multiple R=- .42,

F Ratio" = 23:84

Regression
Coefficient

Stet: Error.

of Coefficient
Student's

t

Contribution
to R2

9.54 1.25_ 7.61** 0.041

4.79 0.96 5.00** .018

4.19 1.03 4.07** .012

-2.68 . 0.96 -2.80** .006

-2.82 1.05 -2.69** /005

-3.95 1.99 -1.98* .003

2.92 1.12 2.62* .005

12.39 5.09 2.44**
,

.005-

-1.95 1.09 -1.79 .002'

-2.45 1.71 -1.44 sp .002

S.

17
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The following 4iiables were dropped frem the evaluation

because their contribution to R2 was less than .001.

11. Sent letters to delinnuent.borrowers threatening legal action
. .

'12. Quarterly b4ling

13. Charged delinquent borrower costs for collection

14. Used a, collection agency

Assessed penalty char'es

.

16.. Prohibited release of grade transcripts if borrower was delinquelnt.

17. Frequency of sending reminder letters.

4

_

support to the hypothesis that schools experiencing more

severe collection problems tended to contract with billing

services.

4 After controlling for the other variables in the model, the

mean annual delinquency rate for public institutions was

4.19 percent higher than Om-delinquency rate for nonpublic

institutions.

.

After controlling for the other variables in the Model,

the mean derinquencyCkate-of. schools,that-conducted exit

interviews with most dropouts was. 2.68 percent lower than the

mean delinquency rate of institutions that did not conduct

exit interviews with most dropouts. This finding underscores

the importance of having exit

A

interviews withdropouts,-.
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The mean delinclueicy rate for schools at turned delinquent

borrowers' accounts over to lawyer6 or collection agencies

was 2.82 percent lower than the mean delinquency rate for

schools that did not use this practice; after. controlling for

.institutional type and control, and for other ad2,i1NratliVe,

practices.

After_Controlling for other variables in the model; the

mean delinquency rate of schools that discussed repayment
1

schedules with most borrowers.in the exit interview was 3.95

percent lower than the mean delinquency rate of schools not

using this practice.

Monthly and bimonthly billing were asscitiated with poorer

collection performance (higher delinquency rates) for schools

in the stuffy. 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 ratethat
-4,

.was more than 12 percent higher than the rate for schools

using other methods._ These two findings imply that quarterly

billing is more effective than either nionthlyor bimenth1y,

billing.-

The,rvean delinquency rate for universities was 1.95 percent

lower than the rate for other typesip institutions, after

t -controlling for other variables in the model.

17
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The following variables did not have a significant partial

I

"effect" on delinquency rate: sending letters to borrowers
>,

4.
threatening legal action, Charging delinquent borrovitrs for

costs of collection, using a collection agency, assessing

penalty charges for late payments, prohibiting release of

grade t-ranscripts fov delinquent borrowers, and frequency

.0 with which reminder letters were gent.

In.summary, it appears that poorer.collection exper"ience

haying a high.delinquency.rate) is associated with being a two-yeir

- institution, using a billing service, ,being a public institution, and

billing on a monthly or bimonthly basis. Better collection experience,

on the other hand, is associated with having exit interviews with students.
. .

who are dropping out of school, turning delinquent accounts over to either

a lawyer or a collection agency, discussing the schedule of repayments

with the borrower as part of the exit interview, being a university, and

having exit interviews with graduating borrowers.



CHAPTER 10

SUMMARY FINDINGS

The Ont.-Program

The Nation dl Direct Student Loan Program has grown in size from $.39.

million in 1959, when it was established, to over $581.5 millipn in
4

1977-78.. *
The progL provides l fow-inteest (3 percent) long7term educational

.

.

IAle

.-.

loans to postsecondary studentS. Funds-al allocSted to states by the

fede ;af government on the, basis of;ento4ment, and-t1 institutions within

! .

states on the basis"; Or prorata 'shares . r accounts recommended by regional

1
....

panels of financial-aiid .administrators'..'

. -

Data Collectie, J

This study_ was intended to describe and-evaluate seven aspects of

the ti.psi, Progry as it was administered in .1972 -73: organization of

financial ilt....offices, packaging procedures, probl4ms

recipients, the exit interview",, billing. and 'Collection procedures, and

relationships between administrative practites and default rates.

#
Separate questionnaires were sentto institutional financial aid

officers and to institutional fiscal officers. Response rates were 67

percent _for firlapcial aid officers. and 70 percent for fists' offiser.-.
-

The results of the study areN)ppliable to the 1972773 award
Nor

year, arid are not necessarily valid today.

1.

1 7
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A.

Institutional Organization of NDSL

The administration of federal student'afdprograMs was centralized

in one affiCe at 95.,6 percent of the'responding institutions in 1972-73.

Though centralized, this office had other responsibilities at about 60

percent of the instit-utibns surveyed, Two-year
I

institutions weresuch

less likely than other types of institutions to have offices devoted

exclusively to financial }yid administration.

Only about one-qtltreer of the respondents indiated that the office

responsible for 'selecting NDSL recipients.was also responsible for billing

, .

and collection.. An exception was:private two -year institutions, where

almost 42 percent of the respondents reported that the selection, billing,

and collection functions were handled by the same office. The majority of

institutions in the survey (59.6 percent) billed NDSL borrowers quarterly,

but about 20 percent billed on a monthly basis.

Very few institutions (11.4 percent) reported making extensive use

., . ,

Of data processing in their financial aid 'operations for: purposes other
.a. .

,

than NDSL billing and collection. Almost half 147.2 percent), however,
a

had computerized NDSL bilding systems in 197.2-73.

One index of, the organization and potential efficiency of financial

-) aid affices is the extent to which administrative procedures have been

developed in'written form. Between 40 and 50 percent of the institutions
. *

had pot 'developed_ written procedures.,for administrative aspects _ofS.. . . ' % .
. . .

the NDSL Program., such as packaging aid, clerical. steps' in. processing.
..,

applications, reviewing need analysis reports, and revidwing Applicants'

. .

.academit ceedentials.

17

\
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With regard to'staffing', almost three-quarters of the institutions

had full-time directors of student financial aid. The average staff,

includrbg the director, consisted of 1.8 full-time professional persons,

whose. mean experience in financial aid was three years. For NDSL billing

and collection activities, the average complement was 2.36 full-time

equivalent administrative staff and 1.77 full-time equivalent clerical

staff.

NDSL Recipient and PackaAin Patterns

The ETS.survey instrument contained case studies for three hypo-
,

thetica/ students: .an average student, a disadvantaged student, and an

advantaged student. Financial aid administrators were asked to assign

a financial aid package to each student, after determining their-relative

. financial needs. The results of this exercise suggest,that, in 1972-73,

62,2 percent' of the institutions would have o fered.an NDSL to the

advantaged student; 83-5 percent of'the institutions would have offered an

N&I to the average student; and 73.3 percent would have offered an NDSL

.to the disadvantaged student. .

'The disadvantaged student would have received,more in grant assis-

tance. Itle.advantaged student would have had the highest proportion of

neled.met with all types of aid;.the average student would have had the

lowest proportion of need met with an aid package.

ti

1For a deta-iled- deScip.tiofi of. each case stud-y, Seq Chapter 4 and
'Appendix A.
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About 60 percent of the institutions surveyed used the'CSS need

analysis method in1972-73; about 20 percent used the ACT method.
-

With 'respect,to prioritizing SL aPplicants, on the averagef

institutions gave this prefer-ence to the neediest studentS,, follow-'2d

by renewal applicants.
II

Institutional Perceptions of Eroblems 'tom and of NDsLs

The NDSL Award process, from the, 1.1-I5titutioncs perspective, involves

raising, the Institution's *matching" share of funds; -determining students'

eligibility;- determining which' students are dependent on, 'or independent

of, parental support; identifying eligible transfer students; conducting-
.

c .
interviews; deterMinIng dtgdenti' financial needs; notifying recipients of

their awards; -answering correspondence; obtaining loyalty -oathd and

executing promissory nbtes; and prepartng

the U.S. Office of Education.

operations reports required by

Over half the institutions surNieyed rePorted-SOme or ponside'iable

difficulty in determining .which students were independent, finding time.

to. cond nterViews, preparing NDSL.operatiOns reports, answering.

corres dence, and finding time ta review need analysis reports. Other
.

,
,

v-

administrative aspects-weie trouble me to less han haie
1

the respondents.
.

t

-Thr most prominent problem .:.-- termining independence of. parental

, A

stipp7it 7 may be less; of. .problemIteday in view of the, fact.thaE USOE

,haS .subsesuentlydeveloped clearer'definition of criteria fpr indepen-

dence,:'- The 'other_ problem areas were those-that placed competing demands

on limited pr1Wsiorial staff time.'

1
Pol( Arc
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Almost without exception, financial-aid administrators were-of

opinion that the NDSL administrative cost allowance should be incre:

Aid administrators said that the administrative cost allowance, measured .

at%iht median, should be between 5 and 6 percent of the NDSL fund

opposed to-4 percent). ,

The Exit Interview

In 1972-73 institutions Participacing'in,the NDSL were strongly

encouraged t-o conduct exit interviews with NDSL borrowers to explain the

exact amounts of their notes, to select repayment plans, to stress the

importance of repayment, and to determine billing addresses. About 86

perCent of the institutions surveyed conducted exit interviews in

substantially all cases, leaving 14 percent who did-not conduct exit

..1111 interviews, conducted them with only some students, or refused tO:ariswer

- the question. -Two-year institutions w- ess likely than, other types

to 'conduce exit twerViews. Seventy percen

ported that,

nstitutions re-
.

their opinion, most borrower 1 ,the exit, interview

f their'repayment obligations. Disotur-
..with a thorough understandirit

. t.
.

*ingly., about .6 percent of the instiyutondid mhz collect. either% ...

. .

the'borrower's pa!tents' 4or'guarian's add
.

, -thng-aadresses
10 t.-:

or e billi
-,

of
.

the borrower, s themselves be. fore.t hey %1Aof ft-t he- instit.institutions.
. -

.7,0 li

NDSL Billing and Collection-Procedures
4

0

Institutions-of higher educ Lion have at their, disposal a variety

4 n .
. I.

of dptionSregarding NDSL bills nd collection procedures.' About
,

i
three,-quarters of the schipois in the 1972-73 survey permitted borrowers

. ., x,.. I

..A
:to-make pgItial repayments; 'a similarpetcentage required borrowers with

se_

1 f..;!. .;

A.
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small totes to ,make minimurg monthly repayments. About 61 percent of the

institutions deferred repayment for" part -time student-; and about 65
-

. .

percent for Full -tithe students.

With regard-tcr the gdMinist-rative aspects of handling reqnesti4for

teacher cancellatin, about 1 percent of the institutions sent the.

Request for Partial Cancellation of Loan (RPCL) forM to all NDSL bor-
.

rowers; alMost 31 percent sent it onlyto those` borrowers who had taught

the preceding year; and about 37-percent expected past borrowers to

request the form. Institutions in the study seemed to handle requests for

deferm\it similarly. Slightly over 15 percent of the schools sent the

request fox deferment form to all .borrowers; about 25 percent sent:it only-

t.9 those .borrowers In deferment the preceeding year; and 46
/
p,ercent

expected borrowers to request the deferment forM.

More than one-third of the sponding institutions used commercial

billing services, with private institutions being considerably more likely

to use commercial billing services than public institutions. One in five

institvtions using billing services found them to be very effeCtiie in

-.

%reducing delinquent accounts; -about three. in five institutions found their

"filing services to lie .fairly ef-fectiire in reducing defaults. More than

two - thirds of the schools reported that their billing services cost leSs
i

.. ..
than if the institutiorprepared their q bills.

:..

.. .

o
-Almost 90 percent of the institution billed borrowers three or more

i
1- - .

times before considering legal action. Some 9.2 perdent of the institu-
,.,-c

-- .----,

tions did.not. respond to this .item, §pggestingOthey-either did not

consider taking legal action, did not bill borrowers, or-did not tinder-;-

stand the question.- This fpiding is buttressed :by .responses to another



item, which revealed that about 83 perceneof.the institutions threatened

14-al action but that only two-thirdS actually carried-through onthe

threat by turning accounts over to lawyers or collection agencies. Less

than two-thirds of the schools prohibited release of grade transcripts for

delinquent borrowers, and.less than a'quarter assessed'penalty,charges for

late payment..

Problems in NDSL Billing and Collection

Institntionit fiscal officers were asked which administratsive

aspects of the NDSL Program posed difficulties. Five administrative

aspects of the program, posed considerable or some difficulty for more 9.

than half of the respondents: (1) locating delinquent .borrowers;

(2) on -time submission by borrowers of requelsts for deferment; (3) main--

taining contact with b rrowers between the time they left school and

the, time the fiest pay ent was due; (4) timely submission by'borrowers

of' teacher Cancellati n r quests; and (5) preparing fiscal operations

re its for the government.

dir Fiscal: officers were asked about the effectiveness of several sources
.

_ in. locating delinquent borrowers. They found contacting'borrWers"

parents to be the most effective.methbd; the alumni office (particularly

at private institutions)44fid institutions to'wt5j.ch grade transcripts were

sent wer'e also effect ivea Another significant finding is that almost

two- thirds of the institutions did not use the Merchant 's Retail1etedit

Association to locate de111linquent-borrowers.

116
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Administrative Practices and Default Rates

1--
The median annual, institutional default, rate ,in FY 1972 was 13.5

1 /

percent;. the mean (arkthmetic average)' rate was 18.4 percent. Public

universities andprivate four -year ,colleges had the best colleetione

records; their median default 'rates were 10.9 percent and 11.8 percent,

respectively. Public -tw -year institutions had the worst default

rate -- at the median, 24. rcent; at the mean, 30.3 percent. A note-
:

worthy number of private two year institutions also had poor collection

records.

I
variables (representing institutional characteristics and NDSL adminis-

The results of a stepwise regression analysis of eig teen independent

trative practices) On institutional default rates resulted in several'

interesting findings. Poorer collection experience (i.e., having a

high delinquency rate in FY 1972) was associated with being a two-year

institution, using a billing service, being a public institution, and

bflling on A monthly or bimonthly basis. A better collection record

(lower default rate) was associated with'having exit interviews with

dropouts,' turning delinquent &runts over to a lawyer or collection
AL

agency, discussi repayment schaules during- the exit interview, being a

university, and'having exit interviews with graduating borrowers.

-183
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APPENDIX A -

FORM I

QUES TIONNAIRE FOR
INSTITUTIONAL REPRESENTATIVES

184
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Questionil<iire'far
Institutional Representativi.?s

AN EVALUATION OF THE
NATIONAL DEFENSE. (DIRECT) STUDENT LOAN PROGRAM

q

This study is being conducted for the United Stntes Office -0f Education
by Educational Testing Service, Princeton. New Jersey 0S540.

'>/OE FORM 230-1.

183

APPROViALEXPI=,,LS: 5'.31,73



FOR OFFICE USE ONLY

. . ..
, ..il, i; tin.. , r:-To lyt. completed 1.).%' -t ho ilistit of if ,n;11 o-flicill %%Ito is, rest)Col. '''hir / oordil' -,..:111,. :Notion:Al iii.fon,/ St tt/It..ht-. .

I.ossn- Progrinl 4 -

. ,

. ...

Narno of the institutional ropicsontat lye

'nth

Name of t!a It

res..: of t ho institution

(ITN' STNI fi

GENERAL INFORMATION

417.

?II` C )1)F.

1.,Does your institution pa-dicipate in the liederal Educ0-41 0 Opportuel ty Graht
(EOG)?

1 Yes 2 No

2. Does your institution participate in
%
the federal College Work-Study Pregranl (cWSP)?

111P I Ve:: 2 No

3. IS the administration of FEDERAL student financial °1 d programs Ger/
tral izel in one office at your in-

stitution?

1 Yes No

4. If yeu marked NO in the preceding item; is your

o"ilc:(71:37si:loerl:51:d(17i17:%terlig:a. Education:II 01.11)Ortunity Griffis?

- I Yes 2 '1' No l ( )\-cs

5. Is the office ?esponsible for selecting NDSL reeipient5 also responsible (Qv:.

:1: Is.--uiug NDSI, cheeks to st nclerst

NDSI. colft
c-. NDSI. :furounting? .

6. If your office is not responsible for.NDSL collection. are the amounts c0
your office?.

I 2 No 3

Ilectcd

I tts e:": 11( vt
1 ineS not ;IPPI:;' .1son itorn'

Yes

I

)

t.cported

Na

systcm4tically to

IS6 3



7. Within the past year. has your institution or service inireau prepared-statistical reports, other t? an those
irequred by tlict!Cffice of Education..v.4hich describelour finanpial aid appticant and/or recipie in any

of tfte followingays? For each factor, please roprk YE or NO. If you rmi.rk.NO,i:ilease *sure to answer
wthe.subsidiary question.

If -no':. would this
information be
useful in your

evaluation of aid
. programs?

Yes Ko Yes No

. I

e.SI:iunet ..

fna-

rt:.
L.. TYI". ;"1,;1;:.

:111111,1n..hil) 11111V. Sibi));11.:411111al)
1.1111111inntiOn.

. ..dornic ,Iftility nr .iellieviMiqo

lit ount of :aid

11. (ir 11lini> hiickgrquitil

141 '0 11.(ly

. .

5)

.

ti

Alr

-1 5)

8. To evaluate your financial.aid programs do you use the fiscal-operations reports required by the Office
of EducatiOn? -;

I Y >'- No

STAFFING

The' CI (11"1..t io)p. Aro- i!):).r)(!).(I to (11-t.cminc t IC

Full Are \V(11 il( :1(1(1111:11'y ni your per'- A wool coninlionut ;1;-NI)S1.1'.

9. Does your institution' have a. full-tine director of student financial-aid programs: that is: one person who
devotes nearly, all of his or her time to administering aid programs?

NO

10. Does your office regularly perform other work in addition to administering finartcial airs ?

I t

11. How many full -time administrative (professional) persons CURRENTLY on your staff
have responsibility for the award of student aid? Include 'yourself if it is appropriate Number

12. Of the number given in item 11. how many have had responsibility for financial aid at your institution or
SOME OTHER INSTITUTION for:

tii.in I v-tr
1 ve;ir but les; 2 year:.

2 ya1' t4 :;

ye:irs but le.-s tli:irt .1 .

1.1.-e:Irs or more

1
_ 4 Ain

Nurrhet



13.,Do you-use data proces-sing equipment for.your F.ianeiaraid operations for
and collection?

Yr., ill 1 NI,11 3 N

poses other thaA billing

14: Considering the number of students who apply through your offi.ce for financial aid, how adequate is the
size of your ADIVII.STRATIVE (prigessional) staff?.

I NTorc tlian aciequate .. It I 1
,,

, ...-:Irt..y-;u.clitt:th
o Afitniai 1 lAs.11ian alleiti ito

.1S. considering the number of students who apply through your office for financial aid. ho,v adequate is the
sizeof your secretarial and 4I-erical staff?

1 Mort t.hau adequate

.\cltciu:ct.'

adequate

1 LA-Ns th:in adegti:it

16. Has your training included any of the following?
Yes No

(;r:icluate (-nurses in student fin:in-cial ailinine.:trat ion

I). At 1..11(1,iney It anit)tfice of- Eclucation t riparl it
apfdicatinn vorkshop 1 _.)

e. ..%.tntlari ata financial :rid .%ork,-hop ski, n,nred h .-7r.rit. it
-( 'oqc,...,e l'.,..tii,..: rrngrarn. Coll. -J..... Schol.ii-sriiij.; tit-r is ()Ili. e ,.1
Education. or .sonit Other nr,;:anization \-- I ....

11. (;ratikitc covrses in t7o1111441ing. I ,1.. .

-r
(... (-,,ur..4 \And:. imiclrgr:iiltrit 41- gr.,adtiate, in Ini,-;.in;,-,

adininistiation , .... .. .

.,

17. Does your institution hank written. procedural guidelines for:
Ycs No

a. P;1(1-;:igin,z N.arious tyi(..-s of ;lid? 1
_,

b. The clerical steps in oce....,iii;.: finAncial :lid :.1;91.1ic:ition,.?9,il
..-

1

r.
. ,

Ito.- io.v in g need anal)-,ii --tati:nteert..' 1

, ' 6

Ci. 11(VilWillL: ;1141)1i0:111t;Z:1(..1(krnif Fr(*(14'Il:i.lk7 I

t. lktsviev.i..;;: qualificat
creatiity.

.
1. Urit for ri1,i.:11:-.. in aci.Iiti,)n

in' tlicr Nbtil, Program Mativar.

SELECTION OF NDSL RECIPIENTS.
4,

18. During the. period July 1,972 through June 1973. approximately how-many students ...
Unduplicated

applid tic ,.our orjvc for sorlle t'VP(' 111::1::)! ;1;f!' Number

h. were ole-icler.1 by your ollice.for in:11 r.).;c:1-..
Student .I.rran?..

c. at ywir ill-,titut ion rt-ti\-!(1 littion:t11)eif,r4
St udiit

S

Number

Unduplicated
Number



.19. At your institution; what the ustge1 method tot isser.',ing a student's financial need dui irg 1972.73?
Chock only one.

1.

1

11.(

IF

VI-E1 T:0 tei'
S1 I I. "

\

4)!Ii. Ifitl 111,rn,ift Inr:111.)(1

V )1!r. 1,1$;11,,,1

20. Does more than onernember of th.e administration or faculty approve each ND aprh ttorvbcfc..,c
loan.commitment mode?

!1. .,!! N I )SI. It,1 r!inti-
.v,. hIl! 4.11, i..11.11,1.,

....

. 21. Do more tharwhatf of tee minority financial, aid recipientat your instituti 1 receive r1.11.inri,1 Elefensr..

Student Loans as part ofjheir aid gackagcs? . .. .

I Yesi 2 ::()

22 lease indicate the degree of difficulty you or your institution experiences ',....itf the foro ./:1;r3 aeininistrn-
.., ive aspects.of the NDSL Program:

ths 11. d r.t. - rtirlr'rtt.-;
th it p:Ircnt:

h. I %%hick >icua ttt< Ar-,
t

fir NI
ff. tr.,;)-zrr,r wilt)

irr, !I nth, ,r
irt

1 3!1:: ;/?).- 1;

7:, N1,

i

Corr-rcicroblc Stmt Littic or r.,)
_ difficulty difficulty driftruity

1

-7



23. In awarding NationaJ Defense Student Laans, sc ".ie institutions must set priorities due to limited funds.
Please rank order the top FOUR' stOdentsubgroups that receive prearence for NDSLs at your insti-
tution (1 = first preferre,nce: 2 = second - Meference: 3 third preference: -four th preference). For
example, if entering freshmen receive first preference for NDSLs'you would enter 1 beside -that item.

Rank Order
Top Four

nti,ririg
ItetteAnt.:z

ltir!..t:Litnt ttlpr(t.:s students
-4.

Students whose at ade-t.ut,r performance e: better than .0

St otIcnts platr to t,'.o'h

\Loh

\Vol-nen

'Students t.vitlith gre:Ite.-4 lin:mei:0 need

Students of minlyity 4.14.1.gr.ounds

Nerdy stodetris ,.ho do not qualify fur other fortn-: or 141:In1 i.t!

State or local residents

EVALUATION OF THE NDSL PROGRAM

24.--In your personal opinion, how m*ch interest do you think terminal borrowers should pay on their National
EDefense Loans?

than :1"; 3 3.1 to 5.0; 5 7.1 to .o'
:I': .1 5.1 to 11 more th.in 9.0r:

25. Were the funds' for. NDSL at your institution for fiscal 1973 (July 1972 through June 1973) adequate. more
than adequate, or less than adequate for your needs?

1 Adequate Niore than .-tdo-itt;tt th,in

26. If your NDSL fund for fiscdl 1973 was less than 'adequate. how many NEEDY applicants, at your institu-
tion were denied N9,.V6'ans because of insufficient funds?

Number

27. NOTE: The following question asks what contribution you expect from the parents of pre-freshMen stu-
dents at four income levels. Asume thit each family has no unusual expense, no assets. arrd pays
tpe standard federal income tax. Assume also that each is. neither a business nOr a farm family.
COnsider that each family has two dependent children, only on4gbf whom is °about to enter college.

Parents' Net Incornd Parents' Contribution

5,00(1? ....
7,5004!

r. F.410,000?

d. 5.001T! ....

...



CASE STUDIES. IN PROCEDURES USED TO PACKAGE FINANCIAL AID

INSTRUCTIONS

In brclyr to stittl.., the procrtfures used h' financial. aid officer, in .

fcir ttudents. three i a e Studis have been prepared. You are asked to
oase4 and (1(-ide whether y(1111. 61,4 ItUtifill lvcttlld offr some t )4:

assistari.v te) each applicant. For those to %,.horn your institutioild
offer aid, please enter the arnount and tyve: In dorterinihing IA hat aid would Jb
.f..)Ifered ilt ench case, apply the criteri7a anti procedure- you vovuld norinally for
adthissible prefresirnen aid applicants. For xnmplee if your instit tit iorf:does not
customarily meet the full need of certain eategoricmkof students repre,ented atnong-
thy case suidiys, this practiceshiild be refer teci an'the imukages you plan.

Pertinent aracternic and financial fact.-; arc pr-ovidod for each exec; t t

dtortrination of relative financial need. Ypti arc ;iskd to calcul.it rcHti%c I

as the difTcrncy tietween the 9-nionth budget von estirriatc for .1 ..1112,14.

r1..:ident at your institution and thy cstirnated total farnil- contrihution.
yours is primarily a commuter ytillegr. use 1 he budget nornl.illy
commuting students:.

If your institution is not part trip:0;11c in the College Work-Stndy
Opportunity Grant Programs. .-44.1 .would of v,iir, disre;.:ard ths our,-. 74.
planniw..; y(ur packa;:cs. as you would any other types tit lifia-ncial aid th-
(west hat are not availably at your institution._

In t hesc t.ise consider the" nn,incia! um ion.: a,
that is, none inolv ,uparation or ciivorec. business 4;r :arri,
siblings -tthstnntial assets. :Lnd In addition. accept the
given forettitlnts' and parents' contributions a accurate reflections t >1 their
to i.otltribute.

t.

191
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FORM I!

Questionnaire for
Institutional Fiscal Officers

111._

AN EVALUATION OF THE -/
NATIONAL DEFENSE (DIRECT) STUDENT LOAN PROGRAM

C

This study is being conducted for the United States Office of Education
by Educational Testing Service, Princeton, New Jersey 08540.

OE FORM 230-2 Q.M.B. NO. 51-S73010
APPROVAL EXPIRES: 8/31/73

.1
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FOR OFFICE USE ONLY

INSTRUCTIONS

This questionnaire applies only to institutions that have terminal NDSI, bin-rowers. A terminal NI/S1,
borrower is defined asl past NISI, reci(xient who has ceased at. least part -tinic study at your institution.
If your institution has had no terminal kI)SI, borrowers. check here and return the questionnaire.
Otherwise, please have the official responsible for exit. interviews complete Section A. Sections B and C
should be completed by the institutional official responsible for coordinating NDSI, billing and collection.
Sections B and C should be completed, even if ydur institution uses a billing service fur substantially
all NDSI, accounts.

Name and title of person who is
completing Section A

Name and title of person who is
completing Sections B-and-C

Name of Institution

Address of Institution

CITY

SECTION A The Exit Interview

NAME TITLE

NAME TITLE

STRa-T

STATE ZIP CODE

1. Did your institution conduct exit interviews in 1972-73 with graduating NDSL borrowers?

1 ":1 Yes. in substantially all cases 2 Yes, in some cases

3 No (If no skip to question 8)

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 Yes, in most cases 2 Yes. in some cases 3 No

3. Approximately how many NDSL borrowers graduated or otherwise terminated their studies at
..-ur institution-during the 1972-73 academic year?

(a) Of this number, approximately how many left without
an exit interview'

19



4. How are exit interviews conducted with most NDSL borrowers? (Check only one)

1 ' Individually 2 ; : In group sessions

3 This institution does not conduct exit. interviews wit lc most NI)S1, borrowers.

5. Is a schedule of repayments discussed with the borrower during the interview?

1 Ycs, in most cases 2 .; Yes, in some cases 3 No

6. Has it been your experience that NDSL borrowers gain a thorough understanding of their repayment
obligations from the exit interview?

1 Yes, in most cases 2 Yes, in some cases 3 ; No

7. Is the exit used to gather information for future use in tracing a borrower's address?

1 Ycs 2 No. .

8. Do you usually gather the following information from a terminal t. OSL borrower before he leaves your
institution?

Yes No

a. His parents' or guardian's address . ..... . .......... 1

b. The address at which the borrower may be reached for
his first billing

c. The addresses of references be has given

d. The address of the borrower's hank in his home community . 1

e. The address of his church in his home community 1

f. Address of present employer 1

g. Other. Specify.

SECTION BNDSL Billing and Collection

INSTRUCTIONS

The fo40 ng questions apply to all institutions, regardless of part icipat on in a commercial billing service.
If your irrsjtitut ion uses a commercial billing service:, answer questions I 1 and 12. in terms of the institu-
tional staff required for transmitting data to the service, monitoring reports received from the service.
f o l l o w . . . . . on dehnquent accounts and so on.

9. Are bills for your NDSL borrowers prepared manually or by computer?

1 I 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 Other

1 9:;
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11. How many persons on the administrative (professional) staff at your institution devote all or some of their
time to NDSL billing and collection?

Number

Full-time

Less than full-time, but more than half-time.

Half-time

One-quarter time. ..........
Considering the number of your terminal NDSI, accounts. how adequate is the
size of your administrative (professional) staff responsible for NDS1, billing and
collection?

1' More than adequate 3 Barely adequate

2 :1 Adequate l 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

Less than full-time, but more than half-time .....
Half-time

One-quarter time

Considering the number of your terminal NDSL accounts, how adequate is tht.\
size of your clerical and secretarial staff responsible for NDSL billing and col-
lection?

1 More than adequate 3 Barely.adequate

2 Adequate 4 1 7 Less than adequate

13. Approximately what percentage of your institution's TOTAL annual NDSL administrative costs are covered
by the administrative allowance the government permits you to withdraw from the NDSL fund?

I 12 None. We do not
use this option.

4 21 to 30c-r 7 51 to 75r;

2 1 to 10r;

3 11 to 20';

5 1 31 to 40",

1.41 to 50(7;

8 76 to 100e;

9 over 100;
a

14. In your opinion should the 3 percent annual NDSL administrative allowance be increased?

1 1-es 2 No 3 Hard to say

If "yes", answer question 15. Otherwise', go on to question 16.

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 7r 7 10";

2 5c; 5 8(7- . 8 more than 10';

3 67c 6 97c

5



16. What is the primary administrative arrangement used by your institution or billing service for receiving
teacher cancellation forms from NDSL borrowers? (Check only one)

I he I (*I 1 lc ,t r fart i;ii (':1neelI.ition .( .t 1.111 r ti t ill Ic.ist once .1 N..Ir
to all terminal NI )SI, borrower,: whose addresses are known.

At least once a year t lie Itequest for Part ial Caneellat ion of Lunn form 1, sent
to burrowers Nvlin were teachers the preceding year or who intik ate(' at
14rallual Jun 01411* intention (1..101.

3 Th.. lieque,t fur Partial Cancellation of Loan form, :ire not automat 1, Illy
sent to :Ito. hurrowerc. Terminal bornmer, in inst rueted that it they meet
stated eligibility requirements fur "full-time t hvy rn.ty request

torrn.

1 Other. Spl sty

17. What is the primary administrative arrangement used by your institution or billing service for receiving
requests for deferment of NDSL payments? (Check only one)

1 A Request fur Deferment fUrm is sent it least once .1 year to .1i1
N I )SI, borrowers whose address4s are kno it

\ Request fur INfrment form is sent it least nth i a year to hurrah r, %1I1(
(1.0,111elltS were deferred during the !wet riling year or 1.4.11u indicated at
graduation that they will txeligible for determent.

Request for Deferment forms are nut automat leally sent to ariv burrowers.
ferniinal borroNvers are instructed' to request the form if the; meet t he

requirements.

4 Other. Specify.

18. How many times are your DELINQUENT NDSL borrowers normally reminded before lega.1 action is con-
sidered?

None :3 Three \Ve have no delinquent
accounts.

I ()no. 4 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?

I Six months or less 4 Tv.i.iity-tour month,

Twelve months Tliirty-,1.x months

iglitven months Hire than Hurt ysix months
4

6 t)



I
20. With regard to your borrowers who are delinquent in repaying NDS Loans

a Are penalty barges as.,essed"

1. 1)9 111 prohibit rell.;e-e of their transeript,.'

e Are st rim .t term writ ten %loch suggest that legal action
may ta

.Arr ;tccolllits turned over to either lawyer (q- :1

(31111.(1.1011 agency 1

(. Are borrowers rout ineh charged for the cost of collect ing
their delinquent payments? 1

Yet No

1

21. Does your institution or billing agency

a. Permit repayments less than the
amount due partial payment .?

h. Itequire minimum repayments on NDS
Loans'?

e. I )1-ter the principal payments of previous
borrowers are part-tin-IV students....

d. 1)efer principal and interest for hardship
cases?

I was
unaware of

Yes No this option

1

22. In locating delinquent NDSL borrowers, how effective have you found the following?iWe
a. Federal NDSI, Skip- 'Tare Service

h. Borrower's parents or guardian

Very
effective

1(

1

Fairly Settlom
effective effective

9

o- 3

do not
use this
means

.1

C. Alumni office 1
9 .1 1

d. (7011ege placement office 1
o .)

e. Driver's license agencies 1 2 1

f. Armed Forces 1
9

14. Merchants. retail credit association 1
9 .:

h. Institutions to which grade transcripts
have been sent 1

0 3

i. Other very effective sources. Specify

23. Are you presently using a commercial billing service on a regular basis?

Yes ') \o

If -no," go on to question 26. Ot ficrw kt-, answer questions 2: and 27).

2 (I



24. As the user of a commercial billing service, what is your opinion of its relative cost?.

I The service OPItA 1110rIN than it would curt for our inslitlition to perform the
same rullet long.

4
2 ... Thu, 11.1Viet. COMA ithOUt t he !WIMP AA It WOONI eOftt for our ItIntlt III loll to periorin

the same functions.

The service cnt,14 less than It would cost for our institution to prtia.ni the
. .. . ,

../ same functions.

25-Now effective has the commercial BILLING SERVICE been in reducing the number and amount of de-
linquent accounts?

1 Very effective 2 Fairly effective Not very effective

26. Are you using an outside collection agency for delinquent runts?

1 Y e w , for all delinquent :icemints

2 Yeol. for hard-core delinquencies only

3 No

If ."no- go on to question 29. Otherwise. answer questions 2 .ind
a/

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 rtorn
same functions.

The service costs atiout the same as it would cost for our institution
j.rform the same functions. --

The service costs less than it would cost for our insituti.ln ru. the
same functions.

28. How effective is the use of a collection agency in reducing the number and amoiirt- )f delinquent NDSL
accounts?

8

1 Very efTectire 2 Fairly effective 3 Ncit vr !Tecti Vt.



SECTION CIdontification of Problem Areas in fiscal Administration of the NOSL Program

29. Please indicate the degree of difficulty your institution hat with the following aspects of the NOM.. Pro.
gram.

Conaido 'able
difficulty

doh:1E111;91i lborrioAor 1

Prolo.tritton ,1 NI tS.I. .i1 opor.thoon.
1

lirtontion t(hoolintr.tt
per.ontwi r,',pon.11.11. tor .tworl. von);

.to.1 non

El Itch-oho!) lor,..E1
IN .onnl ro,1Noro...1.1. !or 7s:1)SI,
.tiul nun

t ith tornllo.1l horrEmor,...
von t ho t t h ;i ,1 wt.

institotIon And Ow time the ht-t 1..Esniont
o. (too 1

Ihter:11wini: ! ds!..r:Iltrst

1)4..tri..:ir.114; chi:0,111f to.o nor

h. Di.tvrt1121:11j: tht kniw,711; pr;114-11o.i: .11141

int..rt,t (t+ 14. I 0.1.

...p.trAto countir.;.:
tor \ I )S tn.ltit

typortunIty Gr.Ent

j. (hotnno ,.uhrnoo.ion of canril.ifiott rotito.,t.
tor:r.in.11 loori.ov.ors

k. .ut,nto,,lon i t roquo,t, for
deforrnottt by trnorE1

1. 7..1.1int.untni.: l>iIiiii rocot-E1-. for- thNE
torrnIn.1: NISI, borrower, with
rii

rE-E-orEi, t., ,1];.. po.tt.onE.ntont
::1,1.),;:o.11.ot...: In .1:1;1..1p :won of

rarrrllaroin

n. Cons.p:yir.;: v.:th thr truth-m-lond

I

Sonny Little or no Doc; not
daft( ulty &Mc ulty apply

9



30. Please enter the following inforMation from the Institutional Fiscal - Operations report for the Educational/
Opportunity Grants, College Work-Study, and National Defense Student Loan Programs for fiscal year

10.

1972 (July 1, 1971-June 30, 1972):

a,. Loan principal collections for period July 1, 1971-June 30,.1972
(transfer, entry from Part II, Section A, line 4.1)

b. Accounts past due as of June 30, 1972 (transfer entires from
Part.-II, Section D):

Line (1) 120 days or less

Line (2) 121 days to 1 ye

Line (9) Total Accou Past Due

1,

Unduplicated
Borrowers Nik Amount

Thank you for your cooperation. Please staple arrd mail this booklet. No postage is required.

63501.T63P5
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