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BY-THE COMPTROLLER GENERAL

Report To The Congress

= QF THE UNITED STATES

Social Securlty Student Benefits
For Postsecondary Students o
Should Be Discontinued -

Nine out of ten American workers pay .
Social Security taxes in the expectatton that

Social Security will provide some minimum .
family income in the event of the taxpayer’s .. B 5 )
retirement, disability] or death. That is" o ns"oﬁ,..msuvoesne:;m ~
u LA '
~ Social Se«:urrty‘s basic: purpose. 523‘?"23‘:“:‘,“50,
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money tifan their school costs warrant, in-
equitably curtails--or bars altogether-- benefits

to other students, deprives nonstudents, and 2
contributes to qther Federal aid pragrams
paying unnteded benefits. This is going on .
while, even’ after imposition 'of increased

- taxes upon Social Security contributors, LT
there is doubt the system can fylfill its basic ) .-
purpose thhom still further mcreases .

The Office of Educatlon is willing to pro-
. vide, more equitably,’ aid to most postsec-
ondary students now receiving payments-’
from Social Security. Were student benefits
to postsecondary students to be terminated . : , $

effective fall 1980, the estimated net first- *
, year savings to the Social Security taxpayers
+* would be $1.4 hillion, and,the net savings to . .
- all taxpayers in that year would be about T
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‘To the President of “the Senate and the .

Speaker of the House of Representatives

This report summarizes our review of the Social

Security student beneflt program,. The review was part:

of our continuing evaluatdion of the 0ld Age, Survivors,

and Disability Insurance program administered by the .
Social Secur:ty Administration. _Theé report discusses

problems and ineqguities with Social Security paying

benefits for education-when the Office of Education - .
could better meet students' financial needs.. We
recommend that the Congress enact -an amendment to the
‘Social Security Act to discontinue student benefits
. for postsecondary students and take the necessary steps
to assure the Office. of Education will have sufficient
fingncial resources to meet any increased demand arxsxng

from such dlscontlnuance. ' < :

ek

) We made our review at the request of the Chairman,
Subcommittee on Oversight, House Committee on Ways and
Means. At his suggestion, we did not take the additional
time -to obtain written comments from the Department of
Health, Education, and Welfare. This is based on the
fact that the Department testifigd at Februqry 1979 hear-
'1ngs in support of phasing out most of the.program and has
since proposed leglslatlon to accomplish this.
~ -
Because of the broad congressional 1nterest in the
; overall Social Security program, we are issuing our ‘report
" to the Congress as a whole. We are sending copies of this
report to the Director, Office of Management and Budget; the }
Secretary of Health, Education, and Welfare; the Commissioner
., of the Social Security Administration; and, the Commissioney
\

of . Education. ‘ , ;.

Comptroller General
of the United States

\:
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INTRODUCTION

_ . 5 .. . o
. .We recommend that the Congress enact an améndment to

the Social Security Act which will discdntinuehstudent,bene— 
- *fits fo; postsecondary students.and take the necessary steps
' to assure the Office of Education will have sufficient fi-

nancial resources to meet-any increased dem nd arysing from

" such ‘discontinuance: (This and other recomgehdat ons are
i{in section Five, page 34.) - ' - S

. A S
.\4 ‘ . _ - . SN o S
o ' Our recommendations. arise from findings that indicaﬁé: 5
. 1. Payments to student. beneficiaries are an unnecessary
P burden on Social Security's trust funds, Students
N are expected to cost the funds $2.2 billion during
| fiscal 1980, with estimates of greater costs in the - R}
future. The benefits paid have no relationship to
S .+ cost of education and acadenpic progress.  .(Section
= o One, page 6.) S . ‘ . S

—— e ———————r

2. The student benéféﬁTPEOgramlébntribd:esfﬁoWafheg"ff
.Federal education aid programs paying unneeded
”benefits. {Section ‘Two, page 19.) S

=3 "1 3. Social S&curigy is an -inequitable .system for dis-. -
o | pensing education aid. ‘The system denies candidates.
who should qualify for aid and gives the lowest D
levels of aid to candidates who are most in need. -
(Section Three, page 24.) " L _ P

4. The Office of Education is willing to provide, more .
“equitably, aid to most persons who are now, Or in
the future would be eligible for postsecondary
student bendfits--and to do this at great savings
to the trust funds and taxpayers. (8ection Four,
page 26.) ' ' -

A BRIEF LOOK AT SOCIAL SECURITY

Created in 1935, Social Security is one of the world's . -
largest insurance programs., Nine out of 10 American workers--= -~

more than 110 million people--pay Social Security taxes.

Social Security's basic purpose is .to provide spme mini-
‘mum income for the taxpayer and his or her dependents when
- the taxpayer's earnings are curtailed or stopped due to
. . disability, retirement, or death. '

S . ’
*

£




Wbrkers in. covered employment pay taxes ‘that ge into ¢ R
. trust funds. 1In the system s eagly’ vears, when contributions ..
- exceeded beneflt payments, the t ust  funds'’ balanees grew.‘w AR
‘Beginning in 1975, comtrlbutaon& ne" quer ‘kept pace with O
_benefit payments, and the. trust £ balandes begap‘'to " - . -
shrink. = That year,. outge,exceede income Ry. $1.5 biklion., .. 7 2.
‘The financ1al dlffxcultles arose rem two-sourCes- v . EL AR

-

: l. Greater demands. for money. General inflatlon and E .';,T:
: disability" xnsurance expenditures rdse faster than SR

» . expected. | ,; - ) - o
« . 2. Fewer people to supp;y money. Higher'théh ekﬁecteé"
o - unemployment rates reduced the number of ccngriba-‘ ,
" tors. , AN , : . S R

- N R N . v,_‘ e
. . - .

Im'DecemBer 1977, the Congress enacted increases in . v - o
- Social Security tax rates and the maximum taxable ea¥nings - .
: to remedy existing deficits and postpone fiuture deflcxts. o
- == “The tax increases were staggered~and,~necessartlyu Chnie S
significant: . R S . o

‘ -—In 1976, prior to’ the increases, a worker was taxeﬂ
at a rate ‘of 5.85 percent on the first $15,300, and. o
could pay up to $895 in, Social Seeurxty taxes.a year.- SN

. —=At present,‘a ‘worker is taxed at a rate of 6 13 per—' o
cent on the first $22 900, and. can.pay. up. to $l 404
a year.

--In 1981, a worker will be taxed at £r rate of C
. 6.65 percent on the flrst $29 700 and could}pay upp
R q.to $1,975 a year. ‘ . | : .

——After 1981 the tax rate w1ll risé untzl, in 1990,.1t
- reaches 7. 65 percent, with taxable earnlngs increas-
1ng automatically.with- 1ncreases in earnlng levels.
Unlike the Federal Income Tax, which taxes hxgher'
earnings at higher rates, the Social Securlty tax requires-
everyone in covered employment to pay at the same rate up
utb the set maxxmum. N

T o &

t
¢

.o ‘The CongreSS is concerned ‘that, in addxtion to assuring
. sufficient money is available to Afinance benefits, every
‘effort be made to avoid use of tﬁls moriey for endeavors -
"which are wasteful or not essential té Social Security's
basic purpose. In February of this vear, thée Chairman ef

the Subcommittee on Over91ght, House Committee on Ways

and Means, noted- S . -

[ : i R . S

T .or . . . - . . . R .
e . o . . )
. 4 * . !
- . . - -




“., " of, the system % * L B J..'

IS i
S
*

znél beneﬁzts .very’ 1arge.cgsﬁ or those that
 depart ‘too dtamat1¢ally from the basxc

'.‘W 'Van Gerkom, a' member of the Advisory Counczi

 5$1” Qn Sbcial Securlty and the preV;ous chaxrman of 1ts Sub—

!

LI K

- of a welfare- progyxam, and has moved away from .
-fthefba51c concept oh which itishould be based.'

, _f commxttee o’ Fxnance, said:

t ‘The flaws 1n the OASDI {016 Age, Survzvors,
©Y and-Disability Insurance] 'system stem pri--

marxly from having, forced it to ‘serve more

purposes than.it.can properly. handlé.  This’

.has “escalated the costs of the systenm to the
point where the low-paid individual- cannot -

Lwcarfy his full share of the tax hurden. 'In

'attempting to lighten his load the -system has :‘[f.
‘gradually acquired.many of the characteblstics,r )

it

\‘-%
'Durxng its early years,flt 13 understandable
that. OASDI was asked to attain extraneous social
goals because there were np other systems ca-
pable of providing them. That is ne longer the
‘case, but now another rationale has been put -
‘forth. - It is arqued that OASDI must «continue

- to serve,all these goals becalise. benefits

received from OASDI are. received as a- matter
of right, whereas bengfits from other .systems

. {881, the Supplemental Security Income planj
i AFDC, . Aid to Families with Dependent Children) -

can only be obtained via a degradlng means

~ test.

. "There is a basic error - in logigq here. Bene- = -~

fits are not recelved as a matter of right R
merely because they are received from the _
OASDI; they are -received as a matter of .
right only when.they have been paid fex by,\

the beneficiary, at least in substantial part.
The fallacy.lies in the unconscious tendency

‘to assume that ‘all benefits received from OASDI

4 -

ERR S * * It ig time tg reassess the purpose of the';
. Soeial Secugity system and to set' a course.’

_: foxX the future ‘that. will meet critigal- needs,
;f;w1th1n affordable.costs: " A fitst.step "is tow N
~Teoreview the entire Social Secartty system to - " -

| - idéntify the programs ‘that.aré most needed ’
.. :@Rd prune away those that, dellver smal - margi-

A
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;\‘.heve been paid ‘ - On¢e thst may have been o
true, but today,- to reemphasize, some bene-
sficiaries are paying nothing toward their
-future benefits and many are paying only a
B very smpall amount in. comparison with the
| benefits received."™ - . -,

{

-
.

| A BRIEF LOOK AT THE STUDENT BENEFIT PROGRAM

Medicare, Social Security's student benefit program gives
‘children of gqualified contributors payments to enable them

- | io be ellglble, a contributor's child mast. be unmarried,
18 ‘through 21 years of age, and attending full time an

‘i"'gelxgible institution (dincluding public, nonprofit, and fore‘ B

profit schapls, but excluding correspondence schools).

— st e -~ . '.._,‘ C e

o, <

e During the 19?7 -78 school year, 1, 084 000 students :
received benefits totaling $1.5 billdon. Following is an
estxmated distrxbution of students by age:

q C s
' [

S ~ Percent of $
) - Age - . . . Btudents L -
18 34 . '
19 o 25 ‘ : |
20 | -2l
) 21 .20
R . Total - o 100. .

A Followzng is an estlmated dlstrlbutxon of students
by type of school attended: : :

L 4

N ‘ ‘ : ‘ ' r

N

N . *This guotation is from an article ‘which appeared in the

- April 1979 issue of "Across the Board" published by The
: ) Conference Board (a public &ffairs research and publishing

. ' organization, formerly known as the National Industrial

' Conferenqe Board)-and has been reproduced w1th its pex-

m1351on and the author' S
£

X &
+ « +
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' Created in 1965 as part of the legxslatlon that ensoted-*

. to iinish high school and/or obtsin postsecondsry educstion.‘_'



. Percent of

. N
- . -

B A _ e .. Students .
.. Type.of School R o /f - xttending»
~ Four-year college | . 51 |
- High school S e R
Two-year college . LT 18 .
Technical and vocational school I .
Graduate school = . , ‘ : o 3 ~
Business and secretarial school = . - 2
‘Total. EE o 100

Following is an eséimafed distributioh‘of-bénefits by ”
- type of school students attended: | T

~  Type ¢f School - - student.Benefits
‘ -7 - v e | | {(billions) °
e High school e T s .283

~

y ' Postsecondary school\(oﬁher‘thén'graduate) o 1.217

| Graduate school - _.047" -
. Total - v SR © o $1.547
" A BRIEF LOOK AT FEDERAL AID TO STUDENTS o

Now apd historically, the primary sources of education
funding have been the student and/or the student's parents.

_ To supplement these sources,. the Federal Government provides.
a variety of educational funding programs. '

. ) ,

. During the 1977-78 scthl year, the Department of
Health, Education, and Welfare's (HEW's) Office of Education
(OE) provided--through grants, loans, and guarantees on \
lpans--$4.2 billion in aid to about 2.9 million postsecondary
‘students. This aid was prQvided through six programs which v
will be discussed later in the report. ' '

In addition to the OE programs, a number of other Federal.
programs provide educational funding. Chief among them, be-
sides Social Security, is the Veterans Readjustment Benefits
program ("GI Bill"), which in fiscal 1977 gave $2.9 billion
to 1,426,000 students. Also, the Aid to Families with Depen-
dent Children program provided an estimated $71 million to

T\ 171,000 students. C ‘ ' : .
~ .

- .

-
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There are other non-0E Federal student benefit programs-
identical to-the Social Security progrdm in principle; that -
is, eligibility depends on the retirement, disability, or '
‘absence ‘of the parent~provider.. Some of these are listed
below, defined in terms of money spent and students aided
“in fiscal 1977 @s shown in the May- 1977 Congressional Budget -
Offxce report.j§Soc1fl Securxty Benefzts for Students :

& :

_. ' Students . pollars ./

. ' - (millions) - -
| 1. Veterans' Dependents. 166,000+ $55.0+ .
2. Federal Civil Service 17,000 - 25.0

3. Railroad Retirfment = 6,000 22,0

. . ’ ' ‘ ' - ., l.
4. Federal Workmen's . , \é B
"Compensation‘M o | ; 300 P A

<

>

PURPOSE AND SCOPE'OF REVIEW

, We reviewed the Qtudent benefit program to see if it is .
an uﬂnigessary burden upon the overall Social Security sys-,
R,tem, a thqg upan taxpayers supportlng the system.

* We also revxewed various- OE programs to.see if they ..
might prov1de student qid more equitably than the student o
benefit program does.

: . We conducted our review mainly at the Soczal Securlty .
Administration and the Office of Education. We "also examined ’
financial aid records for a random sample of student benefit
recipients at 119 stsecondary ingtitutions in upstate

New York and Los AnQeles County, California. The scope of
'revzew is discussed further 1n Appendix A, page 36.

Section. One S B | RS

STUDENT BENEFITS UNNECESSARILY BURDEN TRUST FUNDS

In this sgctlon, we explaliphow, given the changes that
have occurred, the need for a student benefit program in
‘Social-Securityeno longer exists. Also, we point out how

the program s policies and administrative problems burden

the agency's trust funds, taxpayers, and some nonstudent.
beneficiaries. .

PR )
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' I, JUSTIFICAT&ONS FOR STUDENT BENEFIT PROGRAH
. . NO LONGER EXIST Lo

" Ct In ‘1965, creatlon of the student benefxt prcgram seemed
entxrely approprlate. Theré was.a shortage @f Federal. educar
‘tion aid programs. Persons thrcuqh age 21 were commonly. K
viewed as parentally dependent (rather than independent) and
- thus deservipng of_ _aid. -Social Secur1ty ‘was a large prdven '4;\‘

-‘ald ~distributor’, with more money’being received than was: 'f;’pef-
being paid out. Moreover, it was felt .that the Federal = & =
‘Government had & role in supportlng efforts by the econom1~ib’ S
‘cally dxsadvantaged to secure hlgh school and postsecondaryf_'

‘educatlon. e e . -

S . The Federal Government stxll has a role in supportlng
- .+  efforts by the economlcally dxsadvantaged to. obtain educa~ -

© . tion=~but today; the ustxﬁ;catzons for prev1dlnq that . ° .0 .0

support through the Social Securlty student beneflt progrqm‘-,-*mpy

~

T .?yl} 1965 shortage of‘postsecondaryAedgbatxon | )_;j'.:_‘:ﬁfgkgfgiz
,‘axdgprograms has_ been corrected .- | . ?'4,‘ karf“’;ﬁ

. : - R . *;z‘-p
3 " . rollowing are the six major office of Educatxon programsKQ?ff

the estimated total dollars’ prov1ded directly and 1ndlrectly, A
and estimated. numbers of student recxpxents for the 1979 80 R

school year.~* A R __*» o - g
" pollars | Stﬁdengs
o {millions) - . {(thousanéis)
‘ r . o ‘ : . R
o Basxc Educatlonal Oppor-', f_ - - - . .
¢ tunity Grant © . $2,-435 - ) 2,728 .
’Guaranteed Student Loan ‘2,250 . o1,126 “‘_' “
. Natxonal Dlregt Sgudent e o o S
, boan - e e 649 | 1 914
. College wérk-st‘udy e 604 - 990
Sepplemental"Edueatiohall '\ L . ' , 3
Opportanity Grant 326 , ‘ 573 ’
staié Student‘Incenpive A ‘ ~ . . )
*Grant . . . -+, 183 L3070
rotal. se47 .

:Note: The number. of students should not be totaled because
students may receivae- alé uhder more than one’ program.\

-fi‘. 7 ,1&}
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% S None of OE's financial assistance programs gives direct .
. aid to.fhigh school students. In April 1979, OE told the ",( -

' Subcommittee'qn‘Oversight,,ﬁouse,Committee on Ways and Means,
that, as a general rule, iMgpes not think there is a need - - -
to provide aid to high schodl students age 18 to 22. S A

B , In 1965, the year of the student benefit program's enact- .

" . gment, only two of these OE programs were in operation--the - '

' National Direct Student Loan program, which for the 1965-66
. . 'school year provided $179.3 million to 377,700 postsecondary - -
 students, and the College Work-Study program, which for 1966 o

~ provided $104.9 million to 275,000 postsecondary students.,

. The OE programs provided a total of $283.8 million in aid to

.~ . postsecondary students. The new Social Security student =

/? benefit pgogram‘paid about $260'million or, of a total of"

', $543.8.million, 48 percent. B B
,..‘ ‘,‘. ) | - . -. ./ . . . . . ‘ . ' ¢ ) [ ‘\" ‘ oo o
™. . In the 1979-80 school year, the total estimateéed aid |

! expected.to be provided: by, the OE programs and the student/

efit program is $8.6 billien. _Though the amount of stuy
#tit benefits has risen dramatically over 15 years, the.
.- expected.1979-80 sum of $2.2 billion in Social Security

/- student benefits represents only about 26 percent of the

'ﬂ} toté%’aidfto be provided. . _
"7, Whe lack of Fedéral postsécondany,eduéation'aia pro-
. ‘grams, osbvious in 1965 and- evidenced by the prepondgrant .
. role played by the new Social Security student benefit . .-
~ program in 1966, mo longer exists.. ! o " oY
»'2} 1965 view of "dégehdéﬁff doesenot fit ﬁoday'si . | "{M
o 18- to 22-year-olds ., e \ Coe - '

~ .In 1965, when the student benefit program was created,.

'the House Ways and Means Committee and the Senate Finance .

_Committee reports said: ey - e
" wk #.% The Committee believes that a child '

T ‘over age 18 who is attending school full'time .
is dependent just as a-child under’ 18 or a dis-

! abled older child is dependent, and that it is

" not realistic to stop such-a child's benefit 4
at age 18. ‘A-child who.cannot look to a-father

R for support (because the father has died, is -

&%+ gisabled, or is retired) is -at a digadvantage ‘

R in complefing his education as compared with®* - :
the child who can look to his father for sup- = = - ° |
port. Not only may the child be prevented
from going to college by loss of parenptal ’ .

i
»

R

L]

”

R o~
. - . . ¢«
N

s
¥ .
PN
. , h ’
A N = - .
- .
N ~ ot v ¥
. & . )




‘

£
. -

",(“ support and loss of his benefits; he may . even W ,'*71'¥k

:- benprevented from finishing high- school Qr - _ - S
gbrhg to a ooatxonal school * ok w B o I

‘In 1965. g 3 purposes of receivxng student benefxts,\_”f' :tr;Q

a dependent was \viewed as’ someone deserving of the sort of _ | v~
.~support a parent woul rovide were the parent able. - This - -
.view, applied to persons throuqh age 21, made the term ' R

degendent‘Very much lxke m1nor--as contrasted thh adult.

- 18~year-oclds less like dependents’ and more like independents,
‘or adults. Seven years after the student benefit program -
began, Social Securlty began sending the stpdent a separate

- family's check as had been done in the. past.i The reasonlng'

-

In the mid-1960s, Federal and State laws generally . -
agreed that for such actions as making contracts, and voting,

a person under age 21 was not an adult. . Today, those laws
~ dre in general agreement that an l8-~year-old is an- adult, *-

with the legal rlghts to make contracts, and vote.

Social Securxty 1tself has been movxng toward treating

check--instead of including these benefits as part-of the

"!-. .

wx % * any individual who 1s at'leagt 18 is

‘an adult and has a right td receivel and manage |
his own benefits, * * ¥, The right to receive. - ..
their own benefits is considered to be a’ basic
right of all adults-and cannot be.taken away
from them unless they are 1ncompetent to -

- manage those benefits. * *oaw o

‘ “In 1979, elaborating on this view, in a budget*gustifx-"
‘cation statement for flscai 1980, Social Securxty said:
"¢ * * once a child completes his secondary Jg* V
education and attains the legal "agé of major-; . »
ity--increasingly regarded as 18, rather - §= g
than 21, as reflected in the change in the
voting-age requirement--the person should"

be regarded as an adult, financially and “

otherwjse responsible for himself, and that o
such a presumption of 'dependenCy is not : -

valld Bl ks IE% L _ L ; R
Despite. these, sentiments, Social Security must by law,

- §rant a student benefits based on his or her status as a . -
dependent. This requirement leads ?G‘SQme odd gsituations.

_ , v ‘ ( ) .
. ' Ly ‘Q:_ - . R ‘
9_ ) | ‘ . ) | o
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In our rev;ew, we estimated ‘that 233 160 student bene-
£it recxpxents were eligible for Basic iducatzonal Oppor=-

‘tunity Grants (Basic Grants). Of these, 24, 600 (about 10, 6

percent) were simultaneously receiving benefxts from Social

. Security on. the basis of dependency and eligible for Basic
Grants from OE on the basis of 1ndegendency.v. . _

o The effects. of this éegendency ccncept can produce
equally odd effects~w1thxn,a family. The 18-year-old son -

t " of a Social Security 'recipient may elect to attend school
- full time, llve with his parents, and receive a student

benefit for being classified as a dependent. The boy's

. . twin, who alse lives with his parents’ and.chooses to.

work part time and attend school part time, " recelves"

‘nothing from Socxal Secur jty--for being an xndegendent.

B

In short, for the 18- through 2l—year-ola ch1ld af a , a;'
'Soc;al Security recipient, becoming a beneficiary is not a

" condition beyond coptrol but rather an option to be -exercised

or rejected: This enefxcxary-by-ch01ce option suppcrts the

'argument that the student\benefit program violates the social

insurance concept--a sharing of risks over which individual BRI

_beneficiaries have little or’ no control That concept, R

opponents of student: benefits say, is not‘one that. would :
normaiiy be applzed to conduct that is within the individual's
control and actually perceived as.desxrable. An exanple: '

",choosxng to attend school full tlme afggr one s 18th’ b1rthday.f

. T

: 3. Trust funés lack the fxnancxal resources

avazlable to them in 1965

In 1965 the cost of paying benefxts to one beneficiary
was shared améng four ¢ontributors—-none of whom had to pay
more than $l74 in> Socxal Securxty taxes a year. :

Today the cost of paying benefits to pne beneigelary

. must be borne by only three contrlbutors-—each of om may
have .to pay as much as §1,404 in Social Securxty taxes a
year. = . N / :
. },"‘— .

After the turn of the century, the, cosghof paying bene-
" fits to_ one benefrcxary is expected to be barne by just two -
contrlbutors. And, as early as 1981, contributors will be L
required to pay as much as $1,975 1n$Sodlal‘Secur1ty taxes a s
"year. This expected cost takes into account the tax Ln- ' “
creases the Congress authorxzed in 1977 to remedy" the- 9bv1ous
_income. shortfall to the.trust funds. That remedy may

prove sufficient. - Consider the following chartr

T N ' . ’ 7S
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There is no sign that the pressures which produced the
funds' income shortages of the mid- ~1970s--greater demands

for money and fewer people to suppl§ it--w1ll abate soon
or 31gn1f1cant1y. -

‘
’

the Student'benefit‘program is v1ewed as one of thew
_programs that the Hause Oversight Su\comﬁlttee Chairman sald

-
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" * * dellver small marqxnal beneflts at arvery,larqe cost
or those that depart. too dramatically from the bdsic purpose

'+~ of the system * * %, 1t becomes one of the more s1gn1flcant
";pressures. S . o , T e ,‘_
P The program has grown steadxly~-in tqrmé»of numbers of
\ students and benefxts paxd-—as the follow1ng chart illus~‘
tnates. | . _ .
i , - - SR :
Month‘of” o ' : Monthly.
December - ’ ‘:;‘ttudents - . "Benefits
o s (millions)
| 1965 7 . 205,677  $ 13.725 - ..
SR - 1968 ¢ .- 474,056 - .34.243 ' TR
' - . 1969 - 498 pls - :36.027 : .
. - 1972 7 634,481 . 69.616
1975 . 774,261 J - '104.561
1978 o ‘817,506_ . 139.99%4

x

: Thls growth is ev1denceq by a neax doublxng in number
of students.and a more than quadgupiing in benefits received
between 1968 and i978. _ As more people began to retire--and
to retire earller~-and as morg people qual;fxed for disa~
blllty, their entrance into the system’ triggered-an influx . ;
of people into the student heneflt program, becauyse a sig- -
nificant number of these retired and disabled woYkers had

- children who wanted ta get hlgh school ang, postsecondary o
’jeducatxans.w . . L _ e L

. »
AN

[

For instance,. 'in 1965 only 8 percent of the persons in .
the student benefit program were.classified'as depenﬁents Nat
of disabled workers—~compared'to 20~.6 percent, in 1978, S

Likewise, in 1965, 16.6 percemt of the students were classi- -
fied as dependents ‘of retired workers-~compared to 18. 6 P
‘cent in 1978., R N RN |

We cannct eﬁtzmate how many wcrkers retire early to get
student benefits ‘for their children. However, in Decembar
of 1965, of 11,100,584 retired workers, 3,519, 168 (or 31.7
percent) were early ‘retirees who we.estimate had 10,800 - ’ .
student beneficiaries. In December of 1978, of 18,357,985  _ °
retired workers, 11,137,920 (or 60.7 percent) were garly _
retirees who we estimate. had 92, 200 student benéficiaries. a6
We believe that . it is more likely that early.xetirees had
more studen?*benef1c1ar1es than did older retirees; however, |

v
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data were not readlly avalkable td substantlate this.
A - Therefore, our estimates are prolably low because we. assumeé
S | that eerly retirees had the same number of student benefi-
i ciaries as older retirees. Appeddices B and.C detaxlxng ")
these growth rates a:e on pages 37 and 38. ' a

) \ oo Thts growzng pressure on the student beneflt ptogram,’ .

. land thus upon the trust funds, becoges meaningful’ “when one

AP compares the dollar shortfalls expected of .the trust funds

B with the-costs of the student benefit program. In 1877,
the funds' trustees estimated that, without the tax in--
creases, the. funds in 1980 would suffer deficits of §8.1°
billion. In fiscal 1980, the student benefit program xs_‘ e A
‘expected to cost the trust fands $2.2 billion, 27 percent w
of the projected shortfall, which would have occurred had B D
taxes not been ralseé. | L A S

We calculate, using Soc1a1 Securlty estxmates, that--‘* '
if the program grows as expected--student benefits in 1985

- will bé costlng the~s£Est funds S? .5 bllllon a year. o &\;‘"
@ - ~
Condltlonsgzziﬁg are remarkably dxfferent from 1965. o
| ‘ ! . IR
II. PROGRAM PO ES BURDEN TRUST FUNDS AND NONSTUDENT

Rl

I BENEFICIARIES =~ .~ R

Student benefxts are provxded on the same basis as’ other
So¢ial Security benefits=--riot on the basis of financial: need. ‘j.
. ‘This leads to situations that impose ddditional burdens upen
, the trust funds, end upon nonstudent benef1c1ar1es. B N

3

- 1, Beneflts are pald where no school costs

are reported .«

’

The fofE;;Thg chadt is taken from Social Security's - R
survey, of student benefliciaries in the 1972-73 school year 78
(the latest such data available)-. ,»It illustrates by type

of school attended”the relatlonshlp of student benefxtS';‘

‘to reported school costs ‘on an annual basis.
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T © <o migh Nonoollege fd
Students . -~ Total ~School College. Postsecondsry
Number {in o B o ',\': d t, .-';:

thousands) 588 126 420 42
Percent~1n publxc 75 -7 95 . 71 - 54.
Percent in private _25 .5 . _2% 46
Total © . 100, 200 . 100 - . 100
‘Percent with ' - L o

no cost - 13 - 41 o3 e - 4
Percent with' cost 89 - 5 . 97 . 6

- Totsl . 7100 - 1po - “100 0 108
-Median annual cost"déft_: - $170 _$1,310 '1“t$l)2202
| o SRR T . |
Medlan annual S ‘ . o
student beneflt = 81,176 51;416 S $1,4?6

r' w .",‘

Notesy 1.° Cost includes tuition; feés, hooks,’ room,
- ‘ board, and transportatlon ‘as reported by
the students. ; .

2. Medxan annual student bermefit' shown repre-
sents median December 1972 benefits multi-
plxed by 12.

v ) 2

The chart shows that 41 percent of ths hlgh scho 1
students, 3 percent of the college students, and 4 percent
‘'of the noncollege postsecondary students had no reported

school costs. ‘ . .

¢

" were paid for schooling that reportedly cost them noth
This' means that 65,900 students in 1372-73 were paid

.“

Eurther, the chart shows 11 percent of all Students
ing.

"$81 million not for school" costs but szmply for‘QOLng to

SChOOl . N

It is unlzkely, however, that the data accurately

represent school related costs for high school stydent

‘ s 14 20 o‘_‘v D
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: »  Presumably, many college students live away from hone and .
. _ there is reason to believe they have an accurate view of the
o actual« Sosts of room,.board, and transportation. High o
gchool students, who-are--and have been all alona-+-living at' -
‘home, présdmably would have a less accurate view of' the o
« above-mentioned school-related costs. "It is this less-than--
- aceurate view of the true costs of room, board, and trans- . . ;. .
- pertation that we think led to the reported median of $170 a
- r Yyear, ' A : : : ' ‘ ‘

+  Postsecondary students, we find, continue to geceive
_student benefits in excess of reported schdol costs., Data

~ from the College Scholarship Service of the College Entrance = ¢ '
. Examination Board show that, in the 1976-77 school year, the.

e al a;zrage,nontuition"C0sts a public‘2~ye§i,instituti0ns ranged.
”7'?ﬁ £ m $1,836 to $2,335%. The following examples,;taken,froh a '
‘ . random sanple of students in Los Angeles County, showsstudent
- bepefits- received by persons Attending 2-year publicﬁ%chool51,¢
in fiscal 1977. o - | R e
- _ - : S : Student =~ ¥
vo. . Student .~ Tuition Charged . Benefit Received )
1 None \ . $2,376 L
2 None - R 1,963 T .
3 None . - <. - 2,417 _ - o
- 4 .- None . . 2,563 |
R 5 None o 3,289

. ) . »

:}or the sample, we @id not attempt to measure such
education-related costs as transportation and living ex- :
penses. -But, with.no tuition.costs, all five students were

. getting from Social Security more than the lowest ‘average
. nontuition cost, and four of .the five were getting more
than the highest. | o T

.“_ . ,

2. Where school’costs.are incurred,'benefits
are paid in excess-of ‘costs .
o * } : o . . v
Normally, Social Security does not determine schodl costs .
- for its students, because student benefits are not based on
school costs. OE's Basic Grant program, ‘however, does.

‘fé determine how many student beneficiaries might be
‘receiving excess benefits--and in what amounts--we compared
a list of student beneficiaries receiving benefits against

a list of Basic Grant recipients for school year 1976-77.

'We found 218,253 students getting benefits from both programs.«?

- We then subtracted school costs (including tuition, room and

»
AR

. ) co- : . T , .

¢



: 1ng 3ust what they neéd to attend sqhoelh~cr moYe-—ox less. f J
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" board, fees, and’ mlscellaneous expenses. as reporteﬁ by the *0 77 T
 schools) from the Social Secur;ty student benefit. For o -

student benefxcaarles not receiving Basic Grants, we were'

- unable to make a comparison. and computation*sznce cost, data“

were not readily-available. These students might be receiv-

Of the 218 253 §tudents, 40 435--18.5. percent-—were
recexvxng more money . from' Social Security alone than was

_reduired to meet total costs of schooling.  Excess benefits

ranged, as the following chart - lllustrates, ﬁrom Iess than
5100 to more than $2 200.v_*L,f, S _,,.A‘ | _

" Excess - - R Number of -
‘Benefit Range : R 4sgci“ Securlty Students PR

$ 1to 100 - . 5,368 {_ BRI o

Com

101 to 3@0. - .- . " 9,812 .

. 301 to 600 . .. 11,83
601 to 1,000 - oL 9,484 .

1,001 to 1,400 L .. .'3,300 T .

- 1,401 to'1,800 . - - . . 570 . | R

1,801 to 2,200 L Tes
More ‘than.2,200 - .. .- T 6 Ce

ébtal‘ g' ' 3 | “‘( t,{  - 40;435'”.1h ‘ . :' e ﬁf
Exampless | | . o L‘f;f  }

; e S Socxal Security CE
Student. School Cost | Benefzt -, ExcessvBenefit

o T _
52,425 AR $2, 567 . oL § 142 o
2,579 © . ¢ ' 2,815 . 336,
2,350 S3.072 0 722
1,500 -, 3,091 - ‘1,591
1,910 ‘3.13L S 1,221

y .

U ke W b

F
kS

It is 1mportant to polnt out that OE geﬁerally ‘expects’

the - ‘student and/or the parents to contribute to the student's ,VA -

education costs. Our calculations do not include .any .contri-
bution by the student and/or the studént's parents. If the

- expected contributiong‘'are included, the umber of: students

1‘rece1vzng excess beneflts would rise.

.
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3. Benefxts are pald reg afdless of academxc prcgress
\ . * '

Thextrust funds pay benefxts to’ students attendxng :Af

~ .school presumably to.learn. and/or.develop talents that will -

L3

u

s

N

. L,os Angeles County’ sample. From DE&cémbér 1975 through

assist them in the pursuxt of a career and the earning of a
living. 0bv1ously. not all’ students are - equally giftéd or
motivated; some wxll regxster ‘more academxc progress than

" others. S - - z .;¢ - : :

. The recxpxent of student benefits is nct requlred to
demonstrate to Social Security even minimal measurable N
progress to receive, ‘benefits. However, OE financial aid .-
programs reguire that students make satlsfactory academic .
.progress to continue to receive such aid. Student bene- " .

ficiaries who receive OE ald. therefore, are.: subiect to e

these progress requlrements.

"How the Soc1al Securxty‘pollcy burdens the trust funds'
LS ewldent in the case of a student we 1dent1f1ed in our -«

December 1976, the student received $1,600 in Social® Secu~ .
rity benefits. ‘During that. ‘period, the student scheduled
30 .credit hours+-and falled to sat;sfactcrlly complete

é any of them..-. .y

Because Socxal Securlty has no academic progress.re-_ o

quxrement, we were unable to gather grade data to est:mateq--;n.l“

what nonprogressing student beneficiaries might be cost;ng.
the trust funds. However, data from the National Center .
for Education Statistics. show that'f percent of the total )
student population withdraws from- school for academic - ‘
reasons{* If the behavior of students Teceiving benefxts
“from Social Security is similar to that.of other students,

it is likely the trust funds are payxng students who are _ R
Tot makxng reascnable academic pregress. L e :
, s ~
4, Student benef;ts redpce benefzts of nonstudent
bengficiaries | N |
. - <
> " The amount a contrlbutor to Social’ Securlty has earned

and the size of that contributor's family affect-the total

_amount of benefits for -which the family qualifies. But, -

regardless of how much -the contrxbutcr has earned and regard-
less of how many dependents there are in the contributor's
family, there is a maxlmum limit on the amount:of benef1ts
that famxly can recelve. An example.x . :

T - -

*Data from the Natlonal Longltudxnal Study of "a sample
of 9,775 college students enrolled by the fall of 1973.

‘ . . . .
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In a. famlly of fgtr persans qualezed for a maxlmum" \

benefzt of $300 a month, $75.is allocated to the mother- and‘~._ Co
“‘each of three children. -One of the children reaches age 18. . T

If the 18~year-old chooses~~by marrying or by not attending Lo
a qualified school full time--to relinquish béneficiary .
“status, the $300 benefit will go entirely. to the mother and -
the .two younger children; allocated $100 for each. If the . +
18~year-old chooses--by remaining unmarrled and atténding - . .

- a-qualified school full time-~to stay a beneflclary, all ‘ T

B membets of the- famlly will ccntlnue to receive $75 each.

-

If the’ student benefit progr;\édxd not exist, abeut ”‘dl3_t;f:
$440 million a_.year now paid to students would go to non- )_ v
student benefzczag1es--at no addltlonal cost to the trust \ i. S
funds. ' - . A & .

¢ JpS—— RV

III. PROGRAM'S ADMINISTRATIVE PROBLEMS BURDEN TRUST FUNDS
= . T6 be eligible.for benefits, a sEudent must be unmarrzed N
+* . and attend school full ‘time. Social Securxby requires S
y students to -submit an end~of~school-year report on atten~ ~
.. dance. ' the interim, it is the stndent's responsxbxlxty _
to repott any changes. ;éw. N . o \~v

Y . . . ~

. -

ST . We randomly sampled students in Los Angeles County and . .
N upstate New York to. verify attendance and evaluate the relia- « .
bzlity of student reporting. ‘From this sample we estimate" e
that, in the .two areas, $14.8 million was erroneously paid’
. in fistal 1977 to students not attending full time. . Further,
v we found that most students do not report interim changes and-
) many students submit 1ncorrect end—cf-scbool-year reports.

re -

‘ ',,. For example, a student reported in March 1976 on his
attendance report that he would be a full~time student from
, ‘August- 1976 through May 1977. The student withdrew from .
© ¢+ school in December 1976, but neither- reported his withdrawal Uy
nor ‘returned the end-of-school-year report-sent in February
' 1977. Because Social Security continued paylng $152 a month ¢
through. May 1977, the stiudent recezved $760 in benefxts for —
which he was 1nelig1ble. E - _ N _
AR . rn response to our flndlngs, Social Security made a
=~ . study on costs of and reasons for student overpayments.
' It indicates student overpayments cost the trust finds ‘
18150 million a year, Also, Sdclal Security has revised , T,
its student -reporting form ‘to require school verification : -
-of fyll-time attendance and- has obtained other vgrifying
ldata from OE on students gettxng Social Security benefits.-

. at -oN " . -« .
. N . - . .
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" money must be used.

A
“

s
¢

. Federal programs incur attemptind to curb waste.

[ Y S

~

. Duplicate payments are another administrative problem,
Reviewing  all May 1977 -student Penefit payments, we found -
230 student beneficiaries who recejved. two benefit payments.
We examined their cemplete benefif payment records. ' Through

‘estimate, duplicate payments totaling $616,000.

* ‘June of 1978, these students had received, by conservative

“'Finally,-the'difficulty Sog¢ial Security experiences
in recovering overpayments to students further deprives

' the trust funds. Money that should be recovered and paid

to other beneficiaries--and earn interest in the interim--
is not available to the trust fynds, and other taxpayer

-‘
»

. . .~ PFor example, a 22-year-old working student was overpaid |
'$1,973. .In September 1976, he signed. an- agreement to repay : .
$54.80 per month for 36 months beginning in October 1976. . -~

Eight payments were received, the last ih September 1977. T
Reminder notices were sent. in October and Ndvembey 1977 and
March 1978, with no .response. -Ih May 1978, another letter .

" was sent and the overpaid individual telephoned the district
Loffice to say he would resume payments.. During the 8 months, -«

no one from Social Security attempted to contact the student
personally. o - co . .
- E - . - . » &

| T - Section Two . | o B
. STUDENT BENEFIT PROGRAM CONTRIBUTES TO .

.« OTHER FED[:IRAL AID PROGRAMS PAYING. UNNEEDED BENEFITS L

" program unnecessarily burdens the trust funds .And some non-
‘student beneficiaries. 1In this section, we show how the
program contributes to waste of other Federal aid@ dollars,
the potential for additional waste, and the expense other

; ) 7 : L ) o
In Section One, we pointed out how thesﬁgiéntbengfit

N
I. .SOCIAL SECURITY/BASIC GRANT RECIPIENTS
GET AID IN EXCESS OF SCHOOL' COSTS

In theé 1976~77 school year, of 800,703 nongraduate post-—
secondary Social Security student beneficiaries, 218,253
-were also scheduled to receive Office of Education Basic
Educational Opportunity Grants.

'As reported by the ‘schools attended, costs (including.
tuition, fees, room and board, and miscellaneous expenses)
-per student for the school year ranged from under $1,300

-y
¥

’ bl -
M .
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’;3~. to ‘more than SB 200. . The followxng chant shows distribution f Y'“*“{
L of these students on, a percentag& basis by cost range«‘ B I
S T S i > percent B
4i*5  Estimateéed Cost Raﬁ@e * 'Student Benefic1aries f G L e
| ‘ ™~ K . . _ ‘ " : - o g.‘:‘
S Less than $1, 301 o
‘ $1,301 to 2,000 38.4 .. -
2,001 to 2,700 35.8 . onil o
: 2,701 to -3,400. Co1e,1 o |
. 3,401 to 4,800 - 1200 -
> 4,801 to 6,200 2.8
More thah 6,200 5 RO B
. S ' e e *
K Total 100 0 ,if ‘ A
Subtractxng reported school costs ﬁram“fﬁé total axd A
_ received from Social Security and Basic-Grants, we found . '-f‘txv
thag,of the 218,253 students, 101,793~-46.6 percent-~were A
getting more.in student beneflts and Basic Grants than tneir i
school costs warranted. ‘Nearly 31,800 students received . :
_more than $1,000 above their school costs. The fpllowlng .
chart Lllustrates th1s. = - ‘ Cwdo
 Excess ‘Number of- - - ' {2?A e
"Benefit Range L ow Socxal Securlty Students '_«_ 5}” .
. $ - I fo- 100 | . 8,049 -, .
101 to 300 15,853 - -
... 301 to 600 22,254 ¥ R T
A 601 to 1,000 © 23,874 A :
1,001 to 1,400 . 16,444 o 4
1,401 to 1,800 -~ .10,883 : . -
1,801 to 2,200 3,687 . s
More -than 2,200 - ___ 749 -
Total 101,793 - -
Examﬁles: o R .
= Sbﬁial Sécurity Basic .To%al ' School Excess .
- Studenta Benefits Grant Benefits Cost Benefits
B $2,735 $1,288 $4,023 $2,556 $1,467
Yro2 3,101 ' 976 4,077 2,010 2,007
o3 . 3,011 1,376 - 4,387 ¢ 3,070 * 1,317
\- 4, 2,050 1,238 3,288 2,460 828  «
’ u;f\s ‘2,839 1,176 4,015 3,795 - 220 g
L \\“ N
y 20 o
o o \' o
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Our calcula

. OE.: If €he expe
,‘of students rece

Student ben

'.tbélr total cost

.~~fi1;. Student
B (Paymen
contlnu
f&ﬁﬁ E exPe
& ts ific
“benefit
- Sog¢ial
termini

percent of the beneflt- R _5_- R -
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tions -do not include eny contrlbutlon by -

blthe student and/or the student's parents, 'as expected by

cted.: ccntrzbutxons are. 1nc1uded, the number
1v1ng excess benefxts wOuld rlse.:." :

efxcianies ‘can receive more. benef;ts ‘than

Of educstxon srincxpally because. e g

benefits are not related to schaol casts,..;_f;t.?

ts are not’ restrlcted te~schcol months, but
e all year. ) >

cts a family te contrxbute only-a portion oi
ome ta pay educational costs. Since student
s are. ccnsidered family income (both by - :
Security and _OE), OE estxmetes that, in de~
ng the; family contrxbutiony it disregards 95 .

Abeut 85 percent of student nenéfxc;axies are attending]f

\

IE”H.*}-—rAre these
than,do ‘most students? If they are, obv10usly,' -

“

-

A

\k .
[} ‘.“

students attend:ng 1ower cost. schools more

-t

Our analysxs showed the 218, 253 students attended 3,856 -

schools. ‘The 100 schools most. frequently attended had qner~h‘
“age costs ranging from:$1,508 to $4,629 and 92 ‘of them were
publicly controlled.. Nevertheless, some students attended
" schools where costs averaged up to $74.275. {For details

~.

of student schqol costs and benefxts, see Appendxx D, pages'

39, 40, and 41 J

RECIPIENTS

.\‘ rud,«—;_; "

. "'11-/.-‘ SOCIAL SECURITY/EASIC GRANT/VETERANS Annmxs'rm'rmn “

GET AID IN EXCESS OF SCHOOL COSTS

, Por the 1976*77 schocl year, ve compared students ,
getting ‘Social Secur;ty‘benefxts and Basic CGrants with .

62,273 students

~ tration (VA) as

getting aid from the Veterans Admxnis-
18- .to 22-~@ear-old dependents. We found

4 600 students recexvxng-%ﬁd from all three sources.

B Y

Of these students, 4 079-—88 6 percent-—recexved more
aid than their .sehool costs warranted. Of the 4,079, about.
85 percent-—3,484-—were receiving more than §1, 000 in excess

bénefits a year.

* ‘v‘l".
NT_ . ) _‘T.-: . . ] ~

o 21

2%

. The following chart shows the dlstrxbutlcn?
of these students by excess beneflg‘range. :

: schools where tbe;r COStS nevet excgeded $3.é00. Th;s.rsiseshn'
the: qgestnon;;'w . . N g .._.‘_A,__

o

B ;
) S ,fJ*
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T excess benefxts ape lzkely to occurﬂ I p,“‘;fg.fﬁ



':‘. -. “ &' ' 'Mi
~ i ‘ . "',‘ B . ) ‘ o . . .v i "“ . : - 1 ‘
‘  Excess . " Numbef of | T

. BenofitIRange o - 'Soc1a1 Security Students s -
' T S R AR | . ©
s 1 to soo-l?ﬂf- «:“'*7.t,i"',;j255' R
| . 50l°to 1,000 - . .., . {340 S
... *1;00} €0-2,000 oo} . 0T 896 . T
- - 2,001 to 3,000 ST o 1,34 0 0 T
B 3,001 to 4,000 - 960-N" - B
.. 4,001 to 5,000 o283 L e
o More than*s 000 g a R 24 e
B Total S 4,019 ' o
o : L . ‘ : . . ~> ot = s
Examples: L o
- .. Sogial Securlty Basic - Vﬁ f; . Total  School: Ekcéss ].\
 Student - Benefit ¢  Grant Benefit Benefits Cost Benefit .
. $3,052  '§.726  $2,663 $6,441 . $3,357 $3,084
2 2,462 - 1,400 - 2,309 6,171 - 3,528 2,643
3. - 438 - 976 2,821 4,235 - 4,162 73
4 . 1,219 © U776 v 2,426 4,42) 2,990 . 1,431
‘5 . 2,081 ‘1,012 - 3,438 6,531 - 2,026 4,505 -

. 1.‘.'
)

- our calculations do not 1nclude any contribution by the

'student and/or the student's parents. as expected by OE. 1If o

the expectegd contributxons are included; the number of. stu—

";~f'dents recexving excess bonefxts would rise.‘ o -

"III. OPPORTUNITY FOR STUDENTS TO RECEIVE EXCESS

AID FROM OTHER PROGRAMS SEEMS LARGE

A lack of centralized data on other aid grograms limited '

- our efforts to determine whether student: benéficiaries were

‘receiving excess aid from other Federal programs., For “in-
stance, student beneficiaries who also get VA aid but‘do-not

get aid from the Basic Grant program (the only readily avail-

. able central scurce of school costs) might be receiving just
. what they need to attend school-ror more--or less. Without
engaglng in a rather substantial effort, we do not know.

\ We do, however, have evidencé that participation by
“student beneficiaries in other Pederal aid programs is ex~
tensive. Our flndings show: - ,

1. A survey of first-t;me,‘full time freshmen in
colleges and universities in the fall of 1976
showed that, on a percentage basis, significantly

t
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T more 50c1a1 Securx;j students- recexved axd‘fraﬁ OE A
: . programs than did other students. This survey, ‘

. -done for OE, showed the higher participation by R
R + student beneficiaries held for every OE program, T
PR - and that the amount of funds received from each |
o program was, on ‘a percentage basis, higher for .

- student beneficiaries than /pr other students.
- . - (Details of ‘that survey are glven in Apﬁbn&xx E,
v ‘pade 42.) .

ﬁ"‘.

‘o.' R el “ - ' T«
' . . .

2. We examlned school files for 466 randomly selected
~student beneficiaries at’postseccndary schools in. -~ - °
Los Angeles County; Talifornia, and upstate New York:.
, ~* Each file contained a record of aid from all sources--
. . erderal State, and. pxlvate~~known to the. financial
o ' aid officer at the student's school.* We found that: "
- ¢ 234 of these students were getting aid from Social
- Security only. Theé other students were.receiving aid
o . from Social Securxty and at least one other source. .
Coe e Some were getting aid from five or mQre socurces.. S
- B . '(Detalls are zncluded in Appendxx Fy page 43.). ., 3&
F . .

, A high degree of particxpatzon in cther Federal axd _
programs does not mean student bendficiaries do recéive - . '
excess aid. But it is important to note that, where we: '
did check for student beneficiaries receiving aid in - L
excess of warranted schooling costs, we, found it in large
e - measure. The potential for excesses from other Federal

) - aid dollars is large. .' . . - _

This is. recognlzed. In July 1978, the seﬁrétafy of .
HEW testified that large numbers of Basic Grant applxcants
in school year 1977-78 may -have wrcngfully failed to report
they were getting Social Security benefits. To curtakl
excess payments that arise from insufficient reponting,
OE has beégun to use a new computér procedure to match Baﬁ¢é
- Grant applicants against Social Security students (whose
- records currently total about 1.3 million). We tested the.
'procedure oh a sample of Social Security recxpxents of Basic
Grants in the 1977-78 school year, when we estimate OE paig,
~an excess of $23.8 million to Social Security appllcants.
’ h
: the procedure did detect student beneficiaries receiving
excess grants. which accounted for about two-thirds or $15.6
. million of the excess. It would do so_in the futyre. It .
‘did not detect such nonstudent'beneflcxarzes, as -yeﬁr—olds
and disabled workers, nor could it in the future unless OE -
“matched agalnst a larger number of Social Securxty rec&pxent
records. .

i
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o stodent beneficiaries (which account” for moxe than 30 million

‘ eligxbllxty.‘ We suggeste a two—step alternatzve:

£
-~
;|
1
‘
e
1
A~
4
1

OE offloials sald that matohing app icants against non~.'

Social Security recordsg):would unduly delay award of grant

V1. Befengdetermxnxng ellgibility, matoh applicant S
. .rece™s nat only against the records of student = -
~_beneficiaries: but.also against the records of - G
nonstudent benefxclaries (now estimated to be - -
: 500 000} in- the l?~ to~22-year~old age range.
_:"2;_2After determxnxng elzgxbmlity,'send Soc;al Security'-
- . "alist of eligibles to be matched against the’
. " " records of all Social Security beneficxaries--,.
. . and have the matches produced by this pracedure
C .. sent. to OE ﬁor%a final verification df benefit
‘amounts t0~avoxd excess grants.' - i

(The fxrst step would ‘have detecteg $5. &fmxlllon of the $8 2
‘million that the procedure.failed to: detect in the 1977-78
‘test; the secona step wou;d have detected the remaining $2.4
milllon ) e . .

‘N-

‘ 5\‘f. VeE‘ '”H; Sectxon Three'f"
o SOCIAL SECURITY IS AN INEQUITABLE SYSTEH FOR R Q
' DISPENSING EDUCATION AID L é. ot

-
Y

In Sectxon Ohe, we showed the adverseﬂeffects of student
benefits upon Social Security's trust fugpds, contributors to .
- the funds, and some recxpxents of the funds. Section Two
detailed the program's- ‘adverse. effects upon ¢ther Federal
programs, and thus upon all. taxpayers. - In this section, we

~point out how 1nequ1tably the program provxdes education aid.

‘f tion. Consider.

¢ This- inequxty arxseS'because the program is’ tteated as
something other than.what it really is.’ Though Department

“of Health, Education, and Welfare officials point out that
‘the COngress did not intend the program . to be aid to someone

seekxng an education, 1t is aid to someone seeklng an educa-

1., This benefit is evallable only to students who are

A R - A p o L B e R
[RRSE IR ¥ TN A SR SN VPLIRPRE V10 RUEP W
B S Lo R a0

l’ “.:égg
e
g oo

classified as dependents of Social Security bene- 5\§‘

ﬁxcxarxes ané is pald,dzrectly to the students.' N



. ate .
person--no matter how great hxs or her desire fer eddc;tion——*‘e‘

o 2,'¢Perscns who would qualey for the benefit have an.
- - option at age 18 of- becomlng benefxc;arles by
attenézng school. T ‘

<

- 3. nl way these perSens may exercxse the option '

'xs by 1ng unmarrxed full-time. students.'.;\
£ . . "
| ﬁut by law, Soélal Securlty must treat thlS educatlon
ald as a family benefit. * Therefore it must. fellow*certain

ﬁ requxrements that- prevent equxtable dzstributx&n of this gxd.

-~

'I. “SYSTEM DENIES CANDIDATES WHO o '*_’f\f ::T‘foy e

~ .

SHQULD QL QUALIFY FOR AID ' .~ SPR—-

The Bureau of the Census estimates that 1n October 1976,

22.6 percent of the Nation's college students,. werd marrxed.- =

Howev r, only unmarried persons qualify for ‘Social Secuzity*
- studgnht benef1ts, because Social Securxty c0931ders marriage
ination of parental dépendency. Tberetore, the married

_does not qualey¢ .
. ' The National Qenter for Educatlon Statxstxcs estimates
that in the fall of 1979, 42 percent of the Nation's college
students will be attending school part time. ‘However, only
persons attending school full time qualify for .Social Secu-

rity student benefits. The person who goes to school part P
time and works—-even if that work is being. done. to help de~-

~ fray costs of educatxon--dees not. qualey.~“'--

We haye no data tc 1ndlcate hQW‘many otherwxse~quale1edn-

hildren of contributors these requirements. preclude from:

~ to-

receiving benefits. But, if the ée children are not remarkabiyt f;f

different from the national coll
number must be sign1f1cant.

ge student populat;en, the

- II. SYSTEM GIVES LOWEST LEVELS OF AID: 4
TO CANDIDATES WHO NEED-HIGHEST *J,”f

How much money a contrlbutor and/or‘hl or her family
receives from Social Security depends in part upon how much
the contributor put into the system. A low contributor has
put lessinto the system than has a high contributor--ahd
" thus the family receives less money. This means the student
from the poorer family will get-less aid for education than’
will the student from the richer family. The student'
level~of need is not takep into account.



. '-,/‘

Y

leewxse, students from larger famllles generally get
less aid for education than do' students from smaller S
famllres. ‘More persons splitting the family benefit means .
. less money per’ person. . Normally it would be reasonable to
‘expect that--all other things being equal--the. dependents in.
a larger family wculd demonstrate a grepter 1evel of need. '
G)

- Membershlp in & large ‘family qnd/or a family whose .

Social Security contributions have been low can have strik-

" ing efﬁects. ,0f student beneficiaries receiving benefits

13

account..

for: the~l2-month perlod that ended June 30, 1977. we' found

1,860 got dndividual payments exceeding $3,500. And, 800 o
recelved, for the same purpose-dattendinq schocl full time-- 5
less than §100 apxece.A o _ . o

[}

&'

Agaxq\§the student s level of need ts not taken intc

The Office of Educ&txcn——sxngle largest Federal dispenser
of direct aid to students--generally makes its decisions on
whether or not to provide ald, and how much aid to provide,
on “two factors' _ -

1. Ahy assxstance the student and/or the student'
" | pareénts. cculd reasonably be expected te give.;‘;.f‘

| 2. The costs the student would inCur in going toa f]“};
'~ specific school.,‘ - #/, S . e
Soczal Security, geared to dzstributicnvof family bene- "
fi¥s, does not and currently cannot take into account these -
need factors, and is thus an inequitable system for dispens-

. ing educatipn aid. ‘ | .

UL
- Section Four ‘
. N . o
THE OFFICE.OF EDUCATION COULD PROVIDE, MORE EQUITABLY,
AID TO MOST POSTSECONDARY STUDENTS AT L

GREAT SAVINGS TO TRUST FUNDS AND TAXPAYERS

e
A

. ‘
In the previous section, v1ewing student benefits as

aid to education, we noted certain inequities that exist

because the program 1s not needs~based. - g‘_‘

In this section, we shall dlscuss, along with savings
that would be experlenced by the trust funds and other Fed-
eral agencies, what would d~?pen to student beneficiaries 3 o

“ [ 3
@‘}’ .
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4Postsecondary students would have.to look for reducation ald
. to the Dffice of Education where five oﬁ the six programs
4.are needs«based. - o ;

R _. ' .. : L Loy oy v L) .
« ' i R . R .

tbe program were discontinued.“ High school students would
have no alternate Federal source of ‘aid to meet school costs,

%

Some former student beneficiarxes would undoubtedly

. receive léss support from OE than they would have gotten from :
. Sogial Sequrity. However, the- Federal - Government's role in
§pov1d1ng educational assistance "thyough OE is-~and has been-—
fo p )

rovide supplemental assistance, always viewing,. to the

';vextent ‘considered possibles, the student and. the student s
parents as tpe Erxmarx sources of school fxnanozng.; -

I. MOST POSTSECONDARY STUDENT BENEFICIARIES
' WOULD QUALIEY FOR OE AID

Y .

7. resources through the Office of Education's
programs will. prov1de the necessary assistance .
for students, who are affected, by the phase out
of social security student beneflts, to obtain
| thexr postsecondary educatxon. \\- T

—-0ff1ce of Education testimony
-~ pefore the Oversight Subcommittee
- - of the House-Ways and Means Com—.
- mlttee, February 8,’1979 ‘ -

1. The majorlty oﬁ postsecondary ‘student beneficiarzes -
‘ would qualify for Basic Grants and other forms
- of needs-based axd

SN .
The Basic Educatxonal Opportunity Grant program, as.
cornerstone of OE's needs-based student aid programs, awards
grants up to halfvan applicant's schooling costs, but not
to exceed $1,800. In fiscal 1978, according to a Congres-

sional Budget Office estimate, 100 pércent of the $2 1 billion
dispersed in Basic Grants went to, students whose families had '

incomes of less than $25,000 a year.,

. Of l 084,000 student beneficiaries in the 1977-78 school
year, 79 percent were postsecondary students. ellgible to

apply for OE assistance. .

The followzng chart shows a Bureau of the Census survey
of the distribution of student benefic1ar;es by parental in-

- come range. L -

27 ‘3é?v -‘, o ‘-*

g‘

P 4'We belidve that the combination of avaxlablellh.?,rtf.‘f o
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| ,g : | | ~ L ,
‘ Parental Income‘Range i-,’ " Percent of .
(1977 Dollars) _ Student Benefxc1ar1es .
Less than. $4,000 f}’ PRI 1734- T
~ '$'4,000 to 7,499 . £ S 227 - e
.. . 7,500 to 9,999 e 2.7 - o
. 15,000 to 24,999 - - 18.1 - o S
- 25,000 to 29,999 A % S R
-‘mewtowaw'x S s HE T S
40,000 and over. . . . cr 3.3
TOtal A»;&’Af\;" - loa”cfj”‘ -"“7 "fn :}3

; stng these ‘data as indicators, 90 perqent of all - v
student beneficiaries would--by reason of “their: famzlxes' T
below~$25,000 annual incomes--be eligible for Basic Grants..

N Ccnsequently, pareﬁtal 1ncome would not preclude mést student'

beneflcxarxes from receiving a ‘Basi¢ Grant. However,- parentpl* N

_ income is not.the only eligibility factor. Some ‘'students’

would be ‘inéligible for Basic Grants because: their own incomes

~ are too high, or because their assets or the 4ssets of thefr

parents are too high. OE estimates that if all elxg;billty

. factors were consxdeped, about 7 out of 10 student bene-‘ 45 o
. ficiaries could:receive 'a Basic Grant.u Reasons Social :
_“Securxty student. benefxc;arxee were 1nelxglble are shown

in Appendxx G, page 44.' . . ;

s,

As supplements te 3351c Grants--and alternatives for

T”candldates who do not'qualify fcr Baszc GrantS*-QE has the
follow;ng programs-' .

1 Supplemental Bducatxonal Opportunxty Grant program,
which in fiscali-1978 provided 100 percent of its
funding of $270 million to stude ts whose faQilies
had incones- mf under $25 000 a y r.

2. Natxonal Dxrect Student Loan prog am, which in .
fiscal .1978 provided 95 percent of its funding of.

. of under $25,000 a year. .~‘.

' L ' $326 million to stodents whose famxlles had 1ncoﬁ7s '

3. College Work-Study program, whxch in fzscal 1878

. provided 98 pércent’of its funding of $435 million B

' to students whose families" had 1ncomes of under R s
$25 000 a year. S : ’

. L ) . . - e
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Because these programs have ellgxbllxty requzrements-

‘quite similar to those of the Basic Grant program, we es-
“timate that many postsecondary student beneficiarie’s would

be elzglble for aid, from one or more of these programs, -

-{For program descriptions and elxgiblllty requirementS‘-‘
.see Appenélx H, pages 45 and 46 ) '

- {Note: Another OE needs-baseﬂ a:d p;ogxam is the State

Student Incentive Grant program, which in. fiscal year 1978

ftghad an appropriation of $64 million. Because the States .
o dxsburse the money and provide matchxng funds, we could nat
“readily determifne what percentage. of current student bene~

flc1ar1es m1ght qualey ) ]*{-; S _ > . ;~~&=,.;
4 e . , . v

T2 Allpostsecondarxrstudent beneflciaries would "‘iv'
u

. qpaley for’ the aranteed'Student Loan;program o

“The Guaranteed Student Loan program~-whxch allows’ unpet-7"'

'*graduates ‘to borrow up t6-$2,500 and graduate students to -
 borrow up to $5,000 a year (pot to exceed a total of $7,500 .
.and §$15, 000q respectively}--is not needs-based. This program, ©
‘which assures banks and other 'lenders that their loans to

. studenteé will be fully repaid is--and has been——open to all ,:

‘in. Appendlx E, page 42,

postsecondary students.;

Guaranteed Studenit Loan data show. an eetimated 1 million
loans were made during school year. .1976~77. Our examination
of 307,449 Guaranteed Student Loan records provided by OE
showed that 30,600 participants:(or-l out of every 10) were

‘Social Security students. About 10,700 of them had been

1nelxgxble to receive Basic Grants.

Student benef1c1ar1es are already aware of and have
regeived aid from the needs~based and the. non-needs-based

OE programs. Their involvement--greater on a percentage

basis than that of other postsecondary students-—-is shown
§

In short, most stuéent beneflcxarles would ghalify

, .for aid under OE needs-based programs, all would qualify

for Guaranteed Student Loans--and, there is already great
knowledge of and participation in these programg. ‘-w\

~II. .DATA TO ESTIMATE EFFECTS OF DISCONTINUANCE<

CN HIGH SCHOOL STUDENTS ARE INCONCLUSIVE

of 1.1 mxllzon student beneflc1ar1es for the December
1977 through November 1978 period, we estimate 240,000
(or 21 petcent) were hlgh school students aged- 18 or older.
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Because OE. haS~no axa programs for hlgh school students,,d

' the questlon arlses-vf\'

~ -

._\

If student. benefxts were dlscontlnued “how Yould ﬂ-r”

" high school studewts who' had been recexvxng 'school
- aid in the form of Socxal Secﬁrlty beneixts be . ';
. affected? e \ | |

)_'

17 were attending public schoolsy for: which there. were,only

‘minimal costs~-or .no costs. -Based on the 1972~73, survey of
school costs (latest ‘data avamlable on. the. natxonal student .
population), 41" percent of the :high schoel students reported
‘no costs. . The 59 percent who did reporf costs showed a '
~median annuel cost . of $170. - The. medxan annpal- student
benéfit for .these. persons was $l 176 or ‘about’ seven times
the- reported costs. ' ; AT o

. vae pereent, or 12 300 students,,were attendzng non—tt
~public-high- schools:: 1In-1976, nearly 9.out of every
10 students in-nénpublic high schools were, according to

~the National Center for Educatlon Statistics, in nellgxouSIYé*g'

: affllxated institutions. Bureay of ‘the-Census October-1978

data show that the med;an -annuail: tuitxon ‘and, fees paid by
‘nonpublic high’ school students was $901 Durxng ¢calendar
. year 1978, Social Securlty paid students* an average ef

© 81, 967, or $l 066 abeve these school costs.,‘ =

- As noted on page 14, however, we do not. belxeve the .
data reported by high school students that, postray @ median
‘cost of education as $170 a year were based on an accurate
understandxng of real costs of room, . board, and. transporta-
tion. Thus, we lack reliable; -evidence to ‘show these students E
do not need student benefxts. ‘ | .

III. DISCONTINUANCE WOULD ALLOW ‘I‘RUST FUNDS R . .ok
AND TAXPAYERS GREAT SAVINGS : - , N
stcontznuance»of student beneflts for postseccndary |

students could be accomplzsbed in various ways. Following -

~are two ways to termlnate the benefzts w1th est1mated dollar’
effects. :

i \

(

*The Ald to Famxlxes with Dependent Chxldren program (not .
administered by OE) does ptovide aid to nigh school students.

The 1978 State prcgram plans show 41 States provide such
student a16. ,
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o T o
Trust Funds First-!ear Savxngs S $l~390-
Increased Cost to Basic o o
Grant Program Lo ‘, ‘.288,.“'

Net Flrst~Year Sav;ngs to Taxpayers . 5& IQZ}_

2. Termxnatxon ‘of benefxts through phase out~* -

', _{Benefits would not be payable to students ST
oAt  in, postsecondary schools if: they reach &ge '

718 after August 1980 or if they were not:

S getting stndent benef;ts before September”"

-

1980, )

I\;‘

/j

~

o *1.7 - e o Fxsba} Year'”

I98I 138z 1983 1984 1385

1

B )

“Trust Funds Savings - $.161 $.627 $1.072 Sl f91 $1. 583

Increased Cost, to

Basic Grant Program - Kf.097 —.170 .,7,211 Q_ .24SJN .230151

LS

Trust funds savings are based on Social Security data.
The.increased cost to the Basic Grant program is based on

-Office of Educatlon estimates which indicate a need for

paylng. . former student beneflcxarxes who have not been

_recelvlng Basic Grants, and, former student benefxcxarles

BE CONCLUSIONS

who have been receiving Basic Grants, but, because of dls—

continuance, would qualify for mone Basic Grant money.
B

Séction Five.

CONCLUSIONS, RECOMMENDATIONS, AGENCY POSITION,
AND GAO REPLY

LY

The Federal Government has an 1nterest in aSSLStlnga'
people to learn so that they may earn a good 11v1ng.-

-

31
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Net-SaVEngs»to Taxpayer‘l$.064_ $.457 $}861.-$1.I46 $1 353wNﬁf§;



It also has an 1nterest in. assxstlnq people to prepare
for times when loss of earnings works hardshxp upon former
earners and thezr familxes. e - .

. .. " . .

Tne first 1nterest~—educatlon-nseeks to develog human

resources. It is the prxmary concern of tihe Office of Eddca-
oy tiOn. * . W _ . o . . . e .

o

. The second 1nterest--1nsurance--seeks to secure human
resources. It is the prxmary concern of the Social Securxty
.Admlnlstratxon. ‘

_ NEIthet xﬂterest should stand in obposxtxon to the other.,
But, as linked in Social Securlty s student benefit. program; '

'lthey do. And the effects are great waste and 1nequ1ty. ‘

-

" In school year 1977- 78, student benefxts cost ﬂhe trust

funds, and thus contributors to the trust funds, $1.5 billion.

That figure included payments made in excess of reported - - . =
school costs, payments made where no school c¢osts were ot :
reported, paypents made without regard to academic progress--

or'its lack, duplicate payments, and .payments. made. to in-

eligible persons. Using Social Security estimates, we . .. . = .«
calculate that by 1985 student benefits w1ll be costlng the

trust funds $2, 5 bllllon a year. . _ :

The student benefxt program contrxbutes to waste of
‘dollars from other Federal programs in the form of excess.
payments and efforts made to detect and prevent excess pay-
ments. . (One example is evident in the Basic Grant program,' L
where a better verification procedure could have saved $8.2. SR
million in 1 year.) 'This waste i{s at the expense of all S

'taxpayers.' Also, other Federal programs are vulnerablg to--

and. may now be experlencing-~further waste of the same kxnd.
The student benefit program works inequifies upon non-

student beneficiaries--those persons, young and old--for

whom Federal assistance in obtaining some minimum standard

of food, shelter, and health care is supposed to be Social’ ' _.AQQ
Security's basic purpose. If student benefits were discon- . ./ :
tinued, Social Security estimates that an additional $440 .

million a year would go to nonstudent benef1c1ar1es——at no
addxtxonal cost to the trust funds.

Frém the standpoxnt of a just dlspensatlon of Federal

- education aid, the student benefit program works inequities

pon the children of many qualified contributors. Some
receive less money than would appear just under a needs-based
evaluatlon, because they come from larger or poorer familles.

: ) . T« o SR
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N Others, because they choose to. marry er attend scheol part L ,;;;;
.. ;tlme, get no money whatsoever. o . T ..e‘”~ S

R These eondxtxons are ongoxng 1n a txme when 5ec1el . i

o Securmty shows no sxgnafxcant surpluses* ‘when -there .are fewer -

~ tontributors to bear the costs of each beneficiary, when * SR
‘taxes paid by ¢ontributors have been raised dramaticalky, .‘ﬂ. L
and when there are real doubts that the systém'will be able -~ = ",

"~to meet future obligatxons thhout\stlll further’xncreases. '-:f'fhef

. In the case of postsecondaty students, OF says, and - @~“"ku
»__..,we congir, “that its programs have the. cipability of serving .- - ¥
. -‘the vast majority of those persons who. ar€ now, and would be {w-."rs

_in"the future, served by student hegeflts.; Further, we
" believe QE could‘provide this service at less. cast and with: )
.greater. equity. - There would be some former postsecendary e Tl
. student beneficiaries who would get less money. But since j-g‘\“g
© 'so-many student beneficiaries are receiving. excess benefits, i« .
- we do not believe a dollar-for-dollar replacement*of benefits .
by OE is necessary. - : L f\j S .

ot 'f It 1s the purpose of Government go provide the best ‘;s'i;‘rﬁ,g
service at the lowest possible cost. DiScontinuanceof = - .
"+ Social. Securxty s student’ benefits to postsecondary students-=- - .-

_thus requxrxng those who would have been served by that pro-
“gram ‘to losk to OFE Ebr most of their' supplementary education .
“aid--would ‘serve that purgose well.\ Specifically, discon~ | -
txnuance couldsd . . , N

- .

1. Save the trust ﬁunds Sl 390 billion.

2."Save taxpeyerS*—after subtractlng the new expense
to the Office of Educatxon--about $l 102 blllion.

3. Provide education axd on a.far more equltable baszsj"_ \o
" to those persons who need. such ass1stance. ST \.;
4, Prov1de more assurance that the insurance system | R \f
into which 9. of -every ‘10 American workers pay will o

be 'capable of provxdlng that service for whlch it ' \
was created, now and in the future. o

We are not, for two reasons, recommending dlscontxnu-
ance of student behefits for hlgh school students. First, -
‘we:lack reliable data to show ‘whether or not high school . -
students need student benefits to complete their secondary
Aeducatlon. Second, were need. demonstrated, there are no OE
‘aid programs avaxlable to meet this need. However, since -
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to the students._ o | e

;ix;, RECOMMENDATIONS

+

To the Conqress..";' S "_'°' }'xf

, Ehact an amendment to the Socxal Securlty Act whlch w111
" \disc ntinue student benefitg for postsecondary students-and .
take |the necessary steps, to assupe OE will have sufficignt
inancial resources to meet any increased demand for 116
"_rxsx g from' dlscontxnuance of*these benefxts.h | ‘

Cas ]

yo the Sgcretary of Health, Educatlon, and Welfare-‘

: . Direct the Comm1531oner of Socxal Securlty to pay
st ident benefits tq the parents of high school students AR
than to the students themselves. ; . .;';1;L¢ﬁ

. -
&

: - Direct the Comm1351oners of Educatxon and Social
~.Secyrity to revise the Social Secur1ty/8asxc Grant cemputer ‘
. matching procedure to verify Social Securlty benefits for - ,
- all asic Grant. appllcatlons (as described in the two~step DR
alternatlve on page 23) ﬂfwfw‘-~~

. I )
I;& AGENCY POSITION AND GAC REPLY . ;» o = 7"
ng officials met wzth us- and gave thelr reactlons to a
/ﬁraft of this report and its recommendations. At that time
our racommendatxon on the matching procedure was tke same ‘as
fthat offered in this final report--but our recommendation .
toncer%lng program dlscontlnuance would have applled to all

studenr benefxcxarxes.

. EW offi01als said they supporteq dlscontlnu1ng student o
benefits for postsecondary students, but could not support
discontinuing student benefits for high school students. .
They pointed out that, whereas postsecondary students would .
.have various OE aid programs available to help meet costs of.
schooling, there is rio equivalent Federal agency to meet the ™
needs of high school students who might be adversely affected ‘
by loss of student benefits., HEW officials said they believed
that in many cases discontinuance of student benefits .for hich
scheool students might mean these students being forced, be—,;‘
cause of a lack of resources, to.drop out of high school.

¥
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.‘students.

~ : -

. After considering these comments, we deleted our

e; fecommendatxon to discontinue student benefits to high
school students for the reasons stated on page 33.,

HEW offxcxals agreed to consxder our recommendation
that, in the case of high school students, Social Security
- pay the student- benefxt to the parents rather than the

Concernxng eur recemmendatlon of a twowstep alternative
" Social Security/Basic Grant.computer matching procedure, HEW
-agreed ‘and is taking action to implement the first step in
early 1980.. This would be effective for students' applica— ,
‘tions for grants during school year 1980-8l. HEW is.. - a
studyang the. feasibility of.implementing the. second step. o
If second-step savings ‘are to be realized for the 1980-81
school year, the feasibility study must be completed before
that year‘begxns. . o | N S et
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- House Commlttee on Ways and Means.
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scoem OF REVIEW | ‘.

.. We made our review at the Soclal Securlty Admxnlstration
‘headquarters in Baltimore, Maryland; at the Office of Education

“ and Veterans Administration headquarters in Washington, D.C.;

~and at the Bureau of the Census, Department of Commerce,
*Washxngton, D.C.

, '; stng ‘23 codes, we selected a random sample of 749 Socxal
Security student beneficiaries durlng fiscal year 1977 in the’

- Los' Angeles County, Caleornxa, ‘and  upstate New York areas.

Students were -selected to determine whether they were attend;ng
- school full time as required. This was done through review

' of records and discussion with school offlcials.qulso, we

.visited 119 postsecondary public and private schools to deter~r'

- mine what financial aid 466 of these students may heve been
',receivxng._ : . T

~

“To measure the extent of student beneficlary participatlon"'
in other aid programs, we made various comparisons of Social
Securlty students during the 1976~77 scheéol year with students
in the Basic' Educational’ Opportunlty Grant program, the Gua-.

E ranteed Student Loan program, and the Veterans Admlnzstratlon

wdependents educatlonal assxstance.program.q

o The Bureau of the Census-provxded us total money xncome
data for Social Security students and their patents for 1975, -
1976, and 1977. fThe Bureau collected .these data in its spring
1976 Survey of Income and Educatxon and 1ts 1978 Current
Populatxon Survey. ,

We rev1ewed and dlscussed with Cengressional Budget Of-

" fice analysts their May 1977 report on Social Security stu-
- dents. The Congressional Budget Office also provided data on .

its analysis of‘ the relationship of parental income and. eligi- )

e —bility - for-several- Oﬁéeee-of«Educaek?angran&wwworkrwiﬁdﬂlOSQ

programs. ai

. We. discussed the Social Securlty student benefit program
- with officials from the Department of. Health, Education,'and
-~ welfare, the Social Securxty Admlnlstratzon, and the Offlce
of Educatlon.
_ We also test1fied¢at congressional hearings held
February 8, 1979, before the’ Subcommlttee on 0versxght,'

4 .

36



S W - k . . : ® TS RN S0 Tt NP =
. s : ‘ ‘ . . oo . : S e LR L T MRS AR S S
v o e . . LR . . N ™ . N v . . . A‘; . . . I . N L. . " .

APPENDIX B .. . -0 ., MPENDIXB . .

+

" Bg BASIS OF ENTITLEMEN‘I‘ '

A

: Percent ef Students Who Were: Children Of: ~]f§
; , Total ~Retired = = Deceased .. - QI dlec ;
December Number Workers .. Workers . gi' “:Wcrkens'

1965 205,677 "16.6 .5 .75.4 L 8.0 X
., 1966 - -375,873 © 17.9 . 71.0 - -0 1.t v
] Y1967 .0 . 427,267 . 16.9 . . - .71.0 - 121
_ 1968 474,056 . 16.8 . . -~ 70.2. . .  13.0
S .- 1969 - 498,015 16,3 - - T70.3 S 13.4 0
.. . 1970 . 537,170 . -16.8 . 69.2 . 14,0 .
1971 . 583,374 16,7 . -68.6 - - 14.7
1972 . 634,481  16.6 - . T 67.3 - . - - 16.1.
1973« 651,540 1745, 7 66.6 - ._
1974 - 679,101  17.4° . . - 65.2 - - . . 17.4
1975 . 774,261 . 17.2 . . 63.8 .. 19.0
1976 - 834,718 ' - 18.6 - ~ 6l.4 . ¢ 20.0-
. 1977°  -869,184: - 18.1 . 61.5 - . . 20.4
- 1978 - 817,506 ,-'18 6 60.8 . 20.6

>
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GAO ESTIHATE OF THE NUMBER OF STUDENTS CLASSIEIED _
AS DEPEND&NT% OoF EARLY RETIREHENT BENEFICIARIES
\ _ Early , ’-“'Esti ,
T 3 o | Retirees - .. of Student b
S ‘~~.;vAs_a Percent Student - - Pependents =~ ®
- Month of- Early of All Dependents ~of Early N
- December Retirees  .Retirees  of Retf?ées Retirees
. .1965% - 3,519,198 - . 31.7" ‘34 152” L 10 800. 1
--1966 |, 4,006, 688 34.4 - 67,079 23,1000
<1967 4,466,414 ~ 3T7.2 <. 72,087 . 26,800
. 1968 - 4,967,975  40.0 79,643 /31,900
1969 5,499,033 - 42,9 - 81,340 ; 34,900{'
1970 - 6,066,880 45.4 - 89,994 40,900
1971 6,627,167 . - 47.9 97,624 - 46,800
1972 7,319,973 © . 50.3 105,425 - 53,000
‘1973 8,020,583 - 52,2 - 113,918 ~59,500 -
1974 8,695,732 -~  54.5 117,993 64,300 .
1975 . 9,368,692 56.5 133,189 75,300 3}
- 1976 9,862,118 57.5 155,059 - 89,200
1977 10,567,886 59.3 157,583 93,400
1978 11,137,920 60,7 151,957 92,200

B Aﬂ’\'!‘

The GAQ estxmaté 15 probably low because we
assumed that early retirees had the same nam—~
ber of student beneficiaries as‘older ret;regs. o
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uuuchuntu xm:imu of ‘rochnolwy
Dactmouth College

Princeton University

Yale University

stanford Univtuiﬁy

Tufts Univauity

© california Institute of the Acts

Wesleyan University

Renspelaef . Polytechnic Instiwu ‘
'Skidmore College .
‘Swarthmoce Collage .
‘University of the Pacific
Union College )
Clarencont Men's College
Columbia University

Bard College

Ciack University
Sycacuse University
Trinity Callege
Nellasley Gollege
Nanhattanville College
Pomona Cullege
Karvey Mudd College
University of Rochester +

Bowdoin Colleye

sobart and William Bmith colhgu
Nartwick College

Oberiin College

Cornell University

Hamilton College ~
u.5, International University S
Wells Collage f Y
Connecticut Cpllege T
Middlebury College

Scripps College

Rhode Island Scnhool of mniqn
Occidental College

Simmong College ~

Georgetown University

Smith Collage

. «

\,

$108,800 -

8,900

< 337,100
128,600

103,300
100,400

. 20,600 -

115,200
36,700

17,500
124,200

21,800

164,900 .

42,100
31,200

T 153,900
- 13.200

54,800
42,900
26,100
25,100

"105,900

27,600
32,700
63,700
$2,400
361,600
43,800

. 30,300

16,700
36,800

23,500

22,300
25,600
48,000

56,000

$5,900

75,100

“Total :
sasic rotul
. Gramt ) .
ealia lnunu
$63,700 5112 @0
54,000 142,900
80,900 218,100
' §6,800. - 215,500 -
. 69,200 . 172,600
61,000 161,400
16,300 26,900
37,300 - 107,900
43,400 187,700
21,000 _57,700
11,300 29,400
48,900 211,200
22,800 67,000
16,3200 38,100
~103,300 268,300
21,100 . 63,200
18,900 450,200
100,890 254,700
13,008 © 26,200
30,600 ~ 85,500
22,300 70,300
14,000 " . 40,200
T 16,400 £1,600
54,100 106,000
19,300 - 47,000
s, $8,500
19,000 93,600
52,700 . 135,300
21; 200 '$75,800
21,100 45,000
18,300 48,600
18,300 - 35,100
31,400 68,300
16,600 36,200
12,400 34,700
17,200 42,800
37,600 - 85,600
35,000 #9,000
52,600 138,600
35,100

-110,300

Total
Studeat

$ 509,300

384,600
567,300
569,700
465,500
79,500 .
269,300
380,000 .

121,700

$5,800
534,600

" 139,900

81,700

691,800

118,300

111,800 -

662,300°
80,300

‘203,600
_ 153,300

91,700
109,500
376,700

108,800

144,300
309,200
80,800

1 300,000

124,300
106,200

94,000
169,900

70, 300

87,600
- 87,300
203,500
184,300
305,000
241,700

Note: Bchooll with 10 or fewer student dopcndcnt: wtri not consid-rgd for inclusion in this listinq.

- . . _,_

v mwe [V UL ST YU - -

—k mn oo an

]
s

-
w. TR

et =g, A

I ‘.._.-7-.._ [ L T

XIANEZddY

a

XIaNdddv

a




i il

L
-~

K

Note:

P

o : L fotal |
£ - Mambex "AVexage oisd
_ ‘Students Stodent. -Secusit
sehool Name . Attending  Seet. - Reoslita
) Van;jfczlnvillc.Counuﬁity College - 1 $1,196 § 13,400
_HOlmes Junior College 1ls 1,318 136,800
" Compton Community College 175 1,398 242,400
Los Angeles Pierce Cdllege g 1,432, C 174,700
East Central Junior Collegs 82 1,440 : 800
North Georgia Technical and vacatianal School 32 1,450, 42,800
Bemidji Area Vocational-Technical Institute 29 1,462\ . 36,600
. Wadena Area VOcntxonn-'rccm)cn Institute 35 1,482 . 43,300
Sacramento City College e 1L 1,483 T 265,900
Inperial Valley College 159 1,500 165,400
. Los Angeles Trade Technical College 226 1,501 3087000
Mount San Jacinto College 58 1,501 75,700
. dawaii Community College il 1,501 88,800
Cosumnes River Collsge 58 1,501 92,700
Chaffey College 142 1,502 225,400
Lansy College 87 1,502 113,800
solano Comnunity Collese 61 1,503 84,700
Yuba Commurity College ~ - 80 1,503 114,400
Loa Medancs Collage T 12 1,503 -~ 37,800
Diable Valléy College 64 1,504 © 112,700
Gaviian Joint Community College . 3s 1,505 . 38,800
Orange Coast College . 93 1,508 148,000
West Los Angales College’ 86" 1,505 148,100
College of Alameda 166 1,506 238,500
Haskell Indian Junior COlleqe 73 1,506 79,800
£1 Camino College als 1,507 330,200
Staples Area Votational-Technical
Institute 38 1,507 - 47,100
Los Angeles Ciky College k381 v 1,508 . o 433,300
Los Angeles Sttithwast Collsge 114 $ul;%08 oo k43,3200
Merritt College 134 1,509 . 196,500
City College of san F&ncilco . 258 1,510 332,500
Modesto Junior College 126 L 1,510 180,800
santa Ana College ~ B84 1,511 121,600
Southwestern College 145 1,511 188,200
State Community College ) 70 1,513 96,200
Fullerton.Junior College - 97 1,512 167,100
Hartnell Community College 50 1,512 53,000
Antelope Valley College 53 1,513 80,100
Chabot College . 94 1,513. 133,400
Riverside City College 151 1,513 235,600

. Total
. sasis e
© eeant - Combined
_Bemefite Reosfiss
C 818,500 ~§ 50,400
80,400 . 217,200
116,600 358,100
73,000 246,800
‘95,000 134,600
18,900 §1,800
. .20 $60 - . 87,600 .
- 23,200 86,500
©128,800.. 394,800
112.500 278,100
150,100 458,200
. 37,300 - 113,100
£2,600 © 131,400
38,200 131,900
94,700 - 320,200
44,600 © 158,500
40,600 125,300
60,400 - 174,800
12,8060 57,600 *
41,300 154,000
. 23,400 - 62,300
56,300 204,300 .
63,800 217,000
- 118,400 358,000
18,500 89,100
.. 135,600 465,800
§ 28,000 75,100
118,900, 552, 200
e 7‘(100\* : : "217,;3,0&.«% [PV
o¢,400 -  asi,000 -
180,700 -~ 513,300
85,500 266,400
44,500 176,200 .
. 101,460 289,600 -
"~ 50,600 146,800
83,800 236,900
35,100 88,100
37,600 117,100
. 60,908 7 194,400
102,700 - 338,300

fotal
_-Student

BCTORE
o

¥ 39,300
163,700

244,200 .

© Nes ' o
T Yes '

157,600
11¥,100
46,400
42,400
51,900

- 7-315,100
238,500

139,400
87,100
$7,600°
87,100
213,300

© 130,700

81,700
135,300
48,100
- 96,300
52,700
140,000;
144,500

. 250,000

146,700
75,600
80,200

142,300

228,500

[

Schools wihh 10 or fewer studcnt dcpcndtntl were not considercd for inclunion in this l4isting.
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Benafits
xoeed

Yes
Yos
Yos

Q@ XIGNIddY
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_CSty Unxvt:tity of Maw York
‘State University of dew York
. University of Puaxto Rico - .
- pancaylvania State Univerwity -

Inter-Amesican Univ. Puarto Rico Privats
Jackson State uuiv-::&ty
T City CO¢1090~Chicugo
_Squthern UIiVOtiity A& N
e T e
“Niapi-Dade J
- Ohio State ‘Univessity ‘
st. Louis District Junicr

University of Xgntucky

Nichigan State Univt::i:y

Rutgers Stats univ.rsity of
_ New Jersay :

San Antonio Union Juniox 4

University of Pittaburgh
North Carolina A & T State
University '
Grambling. State Univessity.
WNayne State University
uillissippx v;Xlay stntc

rund. Ed. AGC Kandéx, Pusrto

cuyahoga Community Collcqc
Alabasa State University
Texas Southern University
North Carolina Central
University ‘

“Type

un!or Cc&lﬂd}?“‘ “"~§!uht%cr*-n-u

Lo

“'Asnxnoc“
of - AStudents. :
lﬁhﬂﬂl h&ilﬂiiﬂl Soat
public | 7,137 $2,303
sMablic  ¢,335, 2,603
public o ;. 2,831 1,702
Wpublie\ < 1,887 32,629
‘ 1,408 2,538
" public 1,159 2,007
Cmiblic - 3,097 101
Public . 960 1,929
L dase
Nblic _ 873 M&“L«\
_Public - $s - 1,978
Publie - 908 1,946
* public 790 2,550
_Public 758 - 2,717
‘public 714 1,650
public’ 695 2,947
Public 662 2,174
 public 626 1,962
public 622 2,446
“-Public 616 1,934
© private 604 2,478
Public 602 1,834
Public 600 2,032
Public 599 2,071
© public | 593 2,128

Total

7 social’
sStudent: | sSacurity

‘11&0‘2.500
6,879,100 .
' 2 ‘l’:‘“

3,317,300 .
* 1,125,700

1.1.0.400

- ‘?Sc!ﬂﬁ .

1,077, fbo

1,203,600
l_ﬁgg:lﬁﬁ

U N e
1,32303000°

1,217,500

3,326,700

1, zsi 100

62,500
1,209,100

$02,600
: 7.100‘00
1,024,600

563,800

484,300
955,400

655,600 -

809,600

-\116,500 ;:

T ol
. aasde ,
Grant .
:anaxss; lunlxlsl ‘ llil!&st

“:l‘*nl‘ﬁ “1?-911 J00

4.077.600’
- 1,362,600
71,660,900
1,734,900 ¢
‘I.lbi,lﬂo -

788,300

855,400

753,300

- 813,100 .

108 AR,
664,600
(756,300

140,000

520,300
© §33,700

643,700

574,900

620,600

574,700

735,500
487,000

570,100

580,200 -

‘568,400

10.956.500

T,A82.100,

" Total
‘Studeat .

Gﬁ‘;:“

‘816,103,100
11.!7( 100

3.19,2“ )
#i855,900 | .
13,574,500

2,336,300
Jov6s, 800

1,852,400

1,706,400

© 12,171,500

2,671,500

1,572,500

(2414,800
2,060,000
1,178,200

% z/ptu.noo
1,439,600

. 1,228,600
1,521,700

1 ;1’1,700

" 1,687,100

1,104,300
1,219,300
1,240,900

1,262,300
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¢ APPENDIX B o © . APPENDIX E

'oPFIcs OF EDUCATION suavse-cs

* SOClAL SECURITY ADMINISTRATION“iSSA) STUDENTS

v AND 'OTHER STUDENTS' SOURCES OF FUNDS TO ATTEND COLLEGE,'

-IN FALL oF 1975 f

v S “ = - Total Percent Percent of Students by Amount cf Funds o

of Students $1 - $999 $1,000 - $1,999  Over $1,999

éouéee of Funds ' SSA Othgg SSAnOther : SSA .« Qther .. .. §SA

Other .

. parents/Family~ = .67 _ 72 < 42026 .11 13 . M4

Office of education

Basic Geant 35 ‘l19"':2i»=.12 < 1114: R I ,( -
. Supplemental Grant 11 5 9 4 2 . Y -
Work-Study o1 11 15 10 1 1 -
Guaranteed Student . . A e .
~ Loans ‘ - 10 8 - 4 3 7.4 4 1
' National Direct . IR v : ' P
Student Loans 12 8 8 5. 3 .3 -
'  OtherlGrants' _ o
Cstate 2% 14 16 10T 6 3 1
- College ' 18 13 1l 8 . 4 o3 3
, . Private - ©o1r 7 9 6 2 -1 1
Other Loans . | ?
‘« College 6 4 5 2 1 1 -
- other . 5 5 2 2 1 2 1
4Work_ : e' ‘
part time | 57 . 49 50 43 5. 5 1
' Full time = 7 N 1

Notes:. l.-‘The Offxce of Educatxon survey was based on responses of
: ' 13,508 Social Security student benefxbxarxes and 242,583
'._other students who were first- txme, full-time freshmen
in the fall of 1976.

«»f\’:‘w‘ ~ -;5"&?'-’ LD R A R T . - oy . ' —er L L N .
. 2.}'Percent of students by amount of funds may not add to
f”Q' : -7 total percent .of students because of rounding

‘2' | 551; -' ' .  '.‘»
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APPENDIX'F .~ = "7 APPENDIX F.

SOCIAL SECHRITY STUDENT BENEFICIARIES
- , o

. RECEIVING EDUCATIONAL ASSISTANCE

AL 4

IN scnoon YEAR 1975-77 SN

Type Of ;'»socia1°securi£y' Other ‘Sources of Aid - Total
Sehbol * vl omly ' " L° Z °3 * 4 5+ Students

:Fourfyear IR . ',‘f _,' . o . = o
college .68 - T35 40 30 21 10~ 204

o‘year ) . b ““{N"' Chbrs ."‘ “ “"’:" o m, Nt~ ‘ ;o o ) : C ; ~ ‘ et .‘ ) "."‘

B D SN Rl R

college 153 T3 T 12 T T Thass

b . . N o PR . - . .- LS

 Vocat1ona1 . LS

- or. Technzcal 13 | 6 3. .0 .0 _29

' K'rotal | y{'234,‘7;r'ff'x.78 74 45 24 11 466
Percent - 50 - 17 16 10 -5 “2--“;:160" 

P

~ Notes The ‘above: data repx sent ‘the results of a GAO review

"of the financial aid files of 466 cases of Social Secur4 <

ity students receiving educational aid from all sources,
including Soc¢ial Security student benefits, -and all
Federal, State,-and private assistdhce known to the
financial aid officer at the school''the students were
attendzng.. The data represent a sample of Social
-~ Security students attending school in upstate New
York and Los Angeles County, California.
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'APPENDIX G

- - g .
N .
EOE
REASONS SOCIAL SECURITY STUDENT BENEFICIARIES o
WERE INELIGIBLE FOR A BASIC GRANT R P
e o | IN SCHOOL YEAR 1976=77  * . - .
S . Student Beneficiéries:Considered by
'Y L . the Office of Education as: . - " g}_.) A -
“ ‘ . ‘ . T “ v \ N . . N . .
Parental Dependent , Percent Parental Independent . gercent '

e ?arenﬁs .lncome too hth '62”1 Stydgnts' ;ﬁgome.:eo hlgh .MSJesjﬁ“q

, @fs‘ ' parents'’ assets too hlgh j'- 26 Studedts assets too hlg;\\\\\;gf“'”'
fv ' Studehts -assets toS\h;gh‘ .5 ‘No - gne reason~“ , i L lT
X . ) . . . ‘ } o //’ : ' . . . .
No oné reason | . I | .
Total . - \;\;‘;/aloo, - S~ Total - 100
. . | . # ' ' -
e ~‘Notes: 1. The above percentages are based on a GAO analys1s of . .
. . ., two samples (dependents and independents) of Social _
. ' ' Security students determined’ 1nelxgzble for a Basxc REERTE S
Grant by the Offxce of Educatxon. : : o
R 2. Income includes earnings, nontaxable 1tems, énd g
o - Veterans Educatlonal Benefits. - ‘ "

3. Assefs 1nclude home equxty, other real estate, stocks,
bonds, savxngs accounts, and buszness assets.

-
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©4 " APPENDIX W . Sy o APPENDIX H -
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oﬁ%xce OF EDUCATION

N\

:“ R PROGRAM DESCRIPTIONS AND ELIGIBILITY RggﬁIREMENTS |

£

l..'Basxc Educatxonal Opportunlty Grant program-

: Foundatxon for all Federal postsecondary student

assxstance-'prev1des aid directly to undergraduate .

postsecondary students at. ellglbl institutions; .
pays when fully funded $1,800 minds the family

contribution, or 1/2 of the cost of instruction,.

T .*whxehever is- less.: ~gtudents .are- el;gxble,aw.b~
BEE o subject to the- famlly centrlbutxon. SR ‘

-"2}; Supplemental Educatlonal Oppertunxty Grant pragram? f

Program prevxdes axd to qualeied fznanczally"
e needy undergraduate postsecondary studente )
Sy o .at eligible institutions of from $200 to
SR - $1,500, or up to. 1/2 of the total financial -
aid provided the student through. the institu~
B . tion. Program is primarily for students with
ey e e b excepticnal fgnanglel need. L '

3.-.College Work—Study program-f ' f : ,. ',-: o “f

: Program provxdes part—time employment to stu- .
‘dents as a means of financing their post— ,
secondary educations. Federal - funds provide -
80 percent of the student's wages with 20 per-'
cent paid by the employer. Program is pri-
marlly for students w1th greatest fxnanc1al'
need."

| 4.-3Nat10na1 Dxrect Student Loan program-‘

[ Program provxdes long-~- term low-interest
; postsecondary educations. Program is pri-
marily for students with financial need

not met by other sources. o - cod

K
!

!gv~~u euunmwwwmuAaansmxawsxudentsetnmenablenthemeto,pursue e g e
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TS, Guaranteed Student Loan program- ,
R A ‘. ‘ ‘\
. .

IR é;f‘,' 7.ww1th guarantees by the Federal Governmen
. - for default. All-postsectndary students+ - .. - 0
bl ;,attendlng ellglble 1nst1tut10ns quailfy for SR R
Jgtf_:-'~rloans. : R RN LN e

¢ -

6. State Student Incentlve Grant program- _
| Prograﬂ provxdes Eederal and” State funds '\\H-fi'jt'
(50-50 basis}) to encourage States to

o - “establish or expand student.aid programs.. e S,
N T Program is primarily for etudents with . R
LN substant1a1 f1nanc1al need." ' . T
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- Single copies of GAQO reports are available |
free of charge. Requests {except by Members -

of Congress}) for- additional quantities should

be accompanjed by paymem of $1.00 per - |
copy. ¢ |

Requests for smgie copses (wsthout charge)
shouid be sent to: :

U S. Generat Accountmg Office
Dtstnbut:on Section, Room 1518
441 G Street, NW. o
Washington, DC. 20548

" Requests for mu}tip!e_qopies should be sent
with checks or money orders to:

' US. General Accounttng Of?ce

" Distribution Section ‘

P.O. Box 1020 - -
~JVashington, DC 20013 -

Checks or«money orders should be made -
payable to the U.S. General Accounting Of- .

- fice. NOTE: Stamps or Superintendent of !

Documents coupons will not be accepted

PLEASE DO NOT SEND CASH

To exped;te filling your order use the re-
port .number and date in the lower right
corner of the front cover.

GAO reports are now available one#hicro-
fiche. If such copies will meet your needs,
be sure to specsfy that you want microfiche
copies.
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