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. SMALL COLLEGE ENDOWMENT. ACT 1983 . .
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L7 rTnumspaY, MARom v o
.+ . '+ Housgor REPRESENTATIVES, -

-, SuncoMMITTEE ON POSTSECONDARY EDUCATION,
. .ot CoMMIFTEE ON EDUCATION AND LABOR, -
L. - .'The.subcommittee met,. pursuantto call,. at_;s:so_wm,( Jn room - -

9261, Rayburn House Office Building, Hon. Paul Sinion (chairman™*"

.

o

. of the subcommittee) presiding. = +.- . e g
.. Members present: Representaties Simon, Andréws, Harrison,
- . Boucher, Coleman, Gunderson, Petli, and Packard, - - " o'
? - +Btaff present:* William A. Blal;e¥, majority counsel; John Dunn, » -
" legislative. assigtgnt; Electra Beahler, minority counsel for educa- o
- tion;; John E.-Dean, agsistant counsel; and Betsy Brand, minority. . °
legislative associate. .. . v o a
_ Mr, SpmoN. The Subcommittee -on ‘Postsecondary Education will." *
 "come'to order. We are holding hearings today on H.R. 2144. We =~
* " will 'be' marking up: that and another’bill immediately dfter our: 7\
brief hearings here. -~ - - ..t N e
. This amends title {n, part C, challerige grants of the Higher Edu- V', -
.cation Act. In fact I'll insert my statement in the record. Challerige . -
grants total.$9.6. million, which are to enable colleges to become . *°
viable, thriving institutions of higher' education and|to assist them . -
in solving their problems and in stabilizing their management and .
fiscal operations. . @ . e N
But in fact, we'have denied them the ability to use an of this to

. increase th’éimg{;glowm‘ent. As we look at the problems of the tribal- - .
“ " ly controlle@ cdlleges we saw clearly there was a need for them to, .
‘ build some. ¢ndowment and it is the Oﬁinion of some of s on the
. subcommittet; that we ought to be ta ing a look |at encouraging -
- that, also, in"dther institutions, A :

[Opening statement of Hon. Paul Simon follows:] o 5 A
OreNING StATEMENT OF HoN..PAuL SiMON, A REPRESENTATIVE IN CONCRESS FRrOM . ‘
. THE STATE OF ’Iu.{moxs AND CHAIRMAN, SUBCOMMITTEE ON PgsTSECONDARY EDUCA- ¢
_ TION : ‘ . T

. SR P : : s

. The Subcommittee oh Postsecondary Education today- holds a legislative: hearing . . { A

.- on'H.R. 2144, which ameénds Title I, Part C (Challel'lﬁe-(}rants) of the Higher Edu-- [
. cation Act to permit use of authorized funds'to assist Title III institutions-to’buildor - |
+1* " enhance institutional endowmenta. Part C, Challenge Grants, were first authorized as - |
<< apart of the Higher Education Act in'the Education: Amendments of 1980. Currently, "/ .-
.- .- " $9.6 'million is available for awarding Challerige Grants. These g;antg‘are:curren ﬁ' R
$7 restricted to carrying out-the same ‘activities authorized under art'A.and Part B.- -0
“.". - This is an unnecessary;"ahﬁfcounw'rnprpducivet'restﬁctionf'on' the use -of Challenge” :* -

1 . Grant funds—given:the purposes of. Mo M- < 7. i LT Py

W To “. .. enable the t9 become viable, thriving institutions of higher sducation” "
: ) and - L RO - R : ' »‘:_: Sl S

. s
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« 4

. To analut *, . ; them In solving thelr probloms and In stabllizing tholr manage-
mont and fiscal oporationn.” : - o
The problems fucing Titlo 111 inatitutions are not decidedly different from those |
facing largor moro flacally sound Institutjons. Tho problems aro the same—rislng - -
- conts, declining onrollments and limitod rosourcos—however, tho ability of theso ip-,
atitytions to respond to these crines Is goverely limited by thelr financlial resources,
During the Subcommittoe’s-April 22, 1082 hearing, we loarned about tho inatitu.
. tionnl endowment status of many of America's amqilor private colloges, cspecially
' the historically. black privato collegos. It 18 clear that curront economic circum-
stances requlre an additional Foedoral push, If wo tre to assuro continued divorsity
~ - tmong higher educatlon Institutions, Urekn Colloge, the Prosldent’s alma mater In
. my hamo stato, I8 probably typical with a $2-8 mlfllon ondowmont, Dr. Robingon, *
v, who will testlfy later today, rocontly told me that St. Augustine’s hus an endowment
S of ubout the samo size. That umount of monoy is Inndequate given tho probloms
; ‘fucing thoso typos of institutions over tho next fifteon to twenty yoars. !
; ''Last yedar, the Departmont returned $1.3 million to the Tronsury from the amount
Congross appropriated for Challenge Granta. If H.R, 2144 had been law at that timo, -
- wo could alroady be on our way with this important program. o
~ HL.R. 2144 Is'gort’of a test vohicle for a larger contept which I hope the Congross .
-+ will consider’during-the reauthorization of the-Higher Education: Act next year. Irf .
’ the meantimo wo want to work with the Dopartmonit to imploment this proposal for
", the fiscal yoar 1984. That will provide us with ‘some Insights into tho nature of the
‘problem and haw a successful progrim might oparate. - ' Y
We Intond to mark up two bills followlng/thla hoaring, including H.R, 2144, and
wo havo a full committeco meeting at 11:00 a.m. I hope the witnosses will keop this
In mind and summarize their statoments so that we can move quickly. _ :

"+ [Text of H,R. 2144 follows:]
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[“ rt No: 98"78] . ! o "\\ ' "v o
: ‘ i ,, C .‘ : S
" To nmond port: Q. o( ta; lII ‘of thp }llghor EQucatlon Act of 1005 to omblilh

_-ondowment pvo am Ior dovol ing inatitution, md (or oumr purponeu X

e 11
v
. )
\

};."1 § . D
' 'd? A N .
. ' A " Y Yoo Bk
IN THE HOU$E OF REPRESENTATIVES \M S ;! '
=™ Makon. 10, 19 L ' ;h
Mr. Simon lntroducod tha‘lollowmg bill; whioh'Was roforrcd to the Commmoo on / b .
. ‘ i L Education and Labor . ) L
V d "!‘-'o‘ :‘.il' - & Apmb 28 1988° o ' P
Adlditional sponsors:: Mnh}hwxms, Mr. CLAY, Mr. OWENS, : Mr, leo Sy
Syopps, Mr. MirowLe, Mr, Fomp of Tennesads, Mr. DJxoR, ST
Mr. Witear, Mr.. FAUNTnoV, Mrs. Haut of Indiana, Mr. L ‘.‘

Mr: WEIss, Mr. Boner of Tennessee, Mr. CORRADA, Mr.
.8 7, Mr. HARRISON, Wm,ums of. Montanss Mr. DERRICK, Mr .-
E%of Illmoxs, Mr. A BEWB of North Caroli < 'Mr. 8MITH of Florida, : \ ,./“
LKy M, }I Ly, M Slxons ! Mr F o, Mr Rose, Mr. HEENEE, |
r, Sisisky, Mr. SAM B, HALL,: sm«um of Floridg, Mr. FLipPO,.
n 'mmﬁ:r Niotiors, Mr) BEIFT, Mr. Am-uomr, and Mr FrosT, ...
A AL 28, 1988 ., "

; v‘ chort' w'nh‘ an nmondmem, gommitted to the Committee, of tho WﬁOIo House

' " K ‘»-‘ v Yon the State: of the Union, and ordered to be pnnwd o LT
”g [Stnlw out all after the enacting clause and insert the pm ‘printedn ualnc] oy -
. R .
?E [For toxt of introduced bill, se0,cOpy of Bl u mtroduccd on Mm:h 16, 1988] .

‘: 1 ,? -‘: * e :
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"To umond part O of title I of the llighor Rducation Agl‘ Qf

| 1065 to oqubluh an oiﬁlqwmom progragh Yor dovelopmg . !
, - (nptitutiona! and for other purposou. R

¥

1+ Bedt anaclad by the Senale and Ilouu of Representa- ' ﬂ :
‘ .
2> tives of the_ Umled Slalaa o/ America in Congma assémbled,

e ¢ thix Aot may bo mled as the “Ohalldnge Grant Amend-’
e .4 “ronin o] Jag ‘ , “,‘ .- o _:~
| 5 8Ec.2 Part C of ttls I of {ho Highar Dducalwn Ao;
s 6 of 1905 is amanded—-—
' (A 1) by sm"kmg' oul f’a&'l’w cdse mdy be” in sec-
8 ~ tion 831(b) and éna;tiny in lieu lhemo[ “or to assist
. o " in the slabhshmenl or zmprovamenl of an msltlulzonal )
o 0 endow» tin acconlance with section 38" 7
co11 o (2) by mdeszgnalmg saclwn 335 as seclion 333 -
: 1;‘ ‘&and ' n
e 13 . " (8) by msarlmg aﬂer aeclw‘n 331 lhe lollotpmg ‘

~

S
S 14 new seclzo'n

. . 15 “ESTABLISHMENT ormmo WMENT PROGRAM moamu
16 o o AGREEMENTS - B |
Y “SEc. 332 (a) It is lha puvpose of lhu seclzo'n to eslab '

18 lwh a p1‘ogram to pm mqlchmg endowmenl granls to elz '
e .19 gzble mstzlulzo'ns in @der lo (1) encourage the developmenl of ,
e 20 endowmenl [unds by such’ zmtzlulums, (2) pmndeuddtlzonal .

21 \mcenlwes lo promole [undramng acltmlws by such mslztu- '_




N ‘ \‘\.“ o - :
'. S N o
1 tions, and (8) foster mmaacd undapandonaa and solf-auffi-
.2 ciency of such: malilultom. \‘\" ) , . it
) / ‘ Al

8 7 @) From pot more than 80 Pﬂr centum of the amounl .
4 appmprmlcd pur(;manl to section 847(a)(2), the Saoml(w
6 ahall eatablish a program of making an!lbwmmu grants to in:
¢ atitutions which oalabh)h alutbtltl!/ undcr\wclwn 381(a)(1)
4] (4) and (B) and whwh aro ourrent or paal mmpwnu of aa-
8 aistance undcr thia titls. No collﬂgc shall be* mehgzblo [of o
9 auch a grant /or o /aacat year by ma«oﬂ o/ the rn('qapl of guch . o
'l:i) a grant for a preceding fiscal year, bul no such co)lq]u shall
11 be oligible to receive such a grant for more than lu)q fiscal
12 years out o[ any period of five conseculive fiscal yearé. The
18 endowment ,qra;u to any such institution in any fiscal Jdar [ T
14 shall not exceed $200 0()() and shall not be less lhan ¥4
15 $50,000. . K - "
16 ‘) No grant [or' the ealablis.hmenl‘ of an endowment
17 fund by an eligible inatitution ghall be made un‘lzéa such col- \,.
18 lege enters into an-agreement with the Secrelary which— | \

19 (1) provides for the estgblishment and main?é-' K \

20 - nanceof a trust ﬂmd at @ /edemlly:insu.ml‘i banking or \'«\
’, 21 savings institution; - o “ o \ ‘
22 “2) promdea for the deposit in such (rist fund v ‘\\
\ s = ‘.
S 24 ' “(A) any Federal capital co'ntnbunons made
25 L from funda appropnaled\ under aeclum 347(a)(2),

30-739.0 - 84 - 2 .

W,




Nt "(B) a dapitel contribution, by suoh. ool{é};a
2 inan amount oqual (o the amount of oach Federal
9 capital contribution; and ” ‘ ,
- 4 ) any ‘o’aminga of the funds go‘dopoaila‘d; S :
‘ | b *(5) provides that auch funds will ba dap&ailad in .
¢ such ¢ manner aa lo insure the documulation of mlor
T ‘cat thereon at a haio not less than that yanaml@ avmb -
o . 8 able for similar /unda depoaucd al the. same bankmg pr. . :
T i) " savinga maluulwn [or ‘the same »period or pmoda of
10 timg ' /“ )
S B "“(4) };mvidas that, if at anyvlima auch;ﬁgﬂcga’
12 withdraws any capital contributionymado by that col-
} © 18 lege, bn equal amount of Federal capital contributions

14 shall be wzlhdmwn and returned (o lhe nglary for

1 mallocauon to other colleges; . .
’ ‘1_8 ' "(.)) pmmdea that no parlv( of the net aammga of
17 auch trust fund wt(l inure to the benefit of any private
18 person; ’.\ '~ ‘ | ) o
19 - Y6) pmmdea 6 minimum %0 000 capzlal contri-
- 20 ‘bution by each eligible institution; and 4
21 o “(7) includes auch other provisions as may ba
22 necessary to. pmlecl  the financial intereat of the United

28 Stales and pmmola the purpose of llm hlla and as are
24 'agrced to by the Secretary and the co({ege, mcludmg
25 (A) a deacnplwn of recordkeeping ;m)cedum for the

’
e
o /

v 10

."-
B
[




1 expenditure of aaoumulmd fnlmal which
2 Mo Bamlary to auﬂtl "and monitor programa and ac-
8 tivities conducted with auch’ intervat, and (B) provi.

4 ' aiona lo ensure that the institution doea nol meel lha '
b requirements of paragraph ()(B) ;nmly by dlmrm:q e )
¢ funds from already availablo sources. -
1 “td) In aolecting eligible inatititiona Yor rocaipt of 0 e
- 8 grant under this nolwn [or any [iaoal year, Ma ;Saaﬂ'lan?. L
1 v‘i) evaluate afwh inmitutiona l'n accon)anca wuh tha Iollouun J« R
10 oriteria: “."‘V o o P,
1m o.M l’noruy shall be given lo current recipients ‘
12 of gratits under lxm Aor Bof llua title, and the Scc
18 relary shall gonmdcr the extent to which tha mahlulwn
‘ ¥ S dom’bnalmlcs a nlalwnshtp between the uaca of the pro\
16, _{ coeds of the endowment and fulfillment’ o/ ils inslitu:
1§ tional devalopment plan under part A or B.
RY ~ #(8) The Secretary shall dclarmmc the inatitu-
18 * tion's need for sweh a grant on the badis oI the cumnl ‘
19 “ value of the institution’s endowmcnl in relalwn to the
20 number of full-time equivalent atudents at auch inatitu-
.gl lio;: | o
22 “3) The Secretary shall consider the effort made  °

'.\23 by the institution in its own behalf on the basis of the
94 institution’s ongding effort lo build or qaintain ils
25 endowment.
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i .6 ,
" . “(3) The Beoretary shall give preference Ia‘ grant
2 applications 'utiliﬁw nongmr"nmtjnlal Junds  for .
\ , 3 ' maltehing ;mmtwa, .. ~
. 4 “le) Intareat dapomad pureuant to subsgetion (a)(ﬁ)(ﬁ‘)
. B in the trust funll of any eligible imdludan may be periodi> '
': » 6 cally withdrawn and used, at the clulcmth n of sueh college, to

7 defray any ezpenaes neceasary to the bperation of auch col- )
8 lege, including ezpensa of &jpamtipna ahd maintenance, ad-

0 miniafration, academic and support personnel, construction

10 and renovation, community and student aervices programs,
11 and technical assistnnce, A _ .
12 (/] l"or the purpoaca of thia aection, the term ‘endow-

« 13 ment’ means any fund or /oundahon eatablished:by an inati-
14 tution of htgher cducaltcm .or by State law, w’nch i3 exemp!

. 18 [rom laration and is mamlamed for educational or related
16 charitable purposes, and apecifically mcludca aeparale foun-
17 daluom calabluhcd in order lo ¢.mal public inatitutions to
18 develop or increase inatitutional ondowmanla but dves not

_ 19 include real estate.”" ot

*' % Swes Section 516309 of the Omnibus Education
21 ‘I?'ecéh';ilialioi; Act of 1981 is amended by striking out

"92 1982, 1963, and 1964” and inaording in itk thereof “1988
28 and 1983 and $134,400,000 for fiscal yéar 1984,
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.. "NIED BY DR. WILLIAM BUTTS;:
. DEPARTMENT OF EDUCATION " %o, .
' ‘Mr. KimBerLNG: Thank you, Mr. Chairman.” .

;L,f~i/f:'tﬁéf Deputy. - ..

M. Stvon. our statement will be entered in the'record.., g
, nity to . o
present the Department’s views on H.R. 2144, which would amend .= .

""" bhe challenige grant program for title TIL "o Ll
“While the Department:does.not have gpecific data on the endow-. ;' *
ments of title IIT institutions, it is probably"fair to say that asa _ 0"

= -‘ffM_r'. SimoR. Weare very pless
“Ronald Kimberling, Deputy Assis
tion Programs; accompanied by |

stitution

STATEME DR. RONALD KIMB

. that on the sheet, but—=-. .

o have as our first witnessir. -
1t Secretary for Higher Educa-'.~
‘William Butts, Director of In-

al Aid-for. t
~migh

‘And 1-mig

"SECRETARY. . FOR'HIGHER E] UCATION PROGRAMS, ACCOMPA-
DIRECTOR; INSTITUTIONAL AID,

" Just it 1 may correct the record, I think you gave me a little Bit. -
.of'a‘promotions'iDr,LElr"r}endorf;.is_!:.t;he‘ Assistant - Secretary andlam .. :7

D % s

e Ervow. When I'looked at. this, I was—", .

-, 'Mr. KIMBERLING. Yes; ,Iam y‘ery 'ﬂa'ttered'_' bythe appearanceof : — ‘.

- i

Mr. Simon. We will 1 tDrElmendorfknowthatyouarepursumg o
his job. I am 'sure it won’t improve. relations between”the two of - -
JOU, i ot SRl e T
- Mr. KiMBERLING.: Thank' you. If it is_all right with yo<Mr. '

Ghairman, I enter my remarks into the record——""".

“.Mr. KiMBERLING: We appreciate very. much this opportu

FEOR S

. group these ‘institutions:have smaller- endowments per- student -

FO
BT

than other institutions of higher: education.- We.find that this is a

‘matter of some concern.to us, as I'am sure it is to'you. We believe -

that- the: concept of endowment building ‘to” help’ insureé  self-suffi-

‘éiency for title III grantees is ‘2. matter. that is certainly worthex- '

ploring . further.: The. administration- has a strong commitment. to.

. the ‘institution served by the. institutional-aid ‘programs ‘and par- o

ticularly -the Nation’s"~ historically black colleges.’ But we do feel ;'
there: are some major;:problems with the bill:as it is wri_t.tgn,'.and'-l-. :

. would summarize some of those as follows: .. =

The bill as proposed contains. no- statemient of plirpose defining

- the goals of the program. We: feel this is nedesSarg to administer - g

-
P T

. going to'b

any discretionary grant program. Thére:appears to e no limitatjon
‘on the number of years an institution may participate ‘in the-pro- .~

_gram and we also note that there is a minimum but there'are no . ..

‘maximun:limits in the amount of Federal matching funds an-insti- - -: .
_tution ‘may’ provide: Without. this limitation, we ‘could find our- -
. selves in‘a long-term program -of staggering -costs-and, Mr,. Chair-.. .

man, in the hearings last year we note -that you expressed ‘concern’

_ about this matter when you.said that you thought it should not;be:

the ‘long-range kind- of thing ‘where. the: Federal Government “is R

e tied up many years in énriching endowments.- '
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. We feel that the hill as written lacks specificity in the manner in
. whichr. requests for grants will be: évaluated. :You had mentioned. :
. the tribally controlled community' colleges but we would peint out. '
*  that we are dealing here with the universe of about 1,600 institu- .~
.. -tions as oppoged toghout 20 tribally controlled community colleges.
- And fo.run a discretionary: grant ‘program we:would strongly feel
“: .- that the absence of guidelines:for: evaluating these. proposals pos
.. some major*problems'for:the Department. " L
-+ _"We had some questions:as to how:the interest earned would: be
- - used. The bill as presently drafted allows the income from,the en-. -
-+ . dowment to be-used for operatin. -expenses and there is no-incen- - .
tive to encourage the growth of the.endowment beyond the -initial -
- contribution’ made by the/institution in the matching Federal ,.
. funds. There are no.incentives to continue to build. . - IR
We also npte that the bill contains language’ authorizing the use .

_.-of endowment income’ for ‘among other things any expenses associ-
.~ ated with the operation .=o_£{ the. college, including the expensive op- -
¢, erations in maintenance, coristruction and renovation and commus- . .
© nity services programs. Our position -is that-while these are-all op--

- erating expenses whi,(:h"arlé' vital-to the health of the college. These”, = -
" -are the types of expenditures:that the title IIT statute specifically .. -~
prohibits currently. And so it would be a major shift in the nature .
of the program to include these kinds of expenses. We would hope
that further discussion on this issue could be had, -~ . "
. - We also believe that the question of the Federal role in building
_eridowments at public institutions should. be thoughtfully reviewed.
“We note that some States prohibit publi¢ institutions-from having -
.- endowments whatsoever| Other States have restrictionson their
- public in‘?:xigutiqns;»A typical example would ibe -mandating that K
.. . any endownient fund raising be .done by a foundation thgtvisﬂsepa- o
- rate and apart from the institution itself and these kind: of stand e
alone .foundations'.,arevn:ot eligible for ‘title III: application. So we ™ '", "
-~ feel there would be some’ inequitable treatment. of public and pri- =~ -
- vate institutions with the bill as wkitten. = - R o
_And we- believe finally that the: bill would have‘an adverse
impact ga!;;_the authorization and appropriation levels of the ‘chal- -

lenge grant program. Once.the fiscal year. 1983 awards are made ” '

- this summer, the program will be funded at the maximum level au- - o
‘thorized by the legislation. We would ‘emphasize the -projects - - .~
funded under. the 1980 amendments are still in‘their first year of
operation and we have not had a chance to evaluate ‘the project
performance. The administration could ‘not consider. additional
furiding beyond the authorization level until the results of project:

performance are in. = |* . : . A
~+ In view of the close time frame betweéh the introduction of the
bill and this hearing, the\Departﬂfent.has not had an‘opportunity .
to conduct a thorough -analysis of the.language. of -the proposed
<amendment and how it would affect the administration of the = -
.- challenge grant program. These are some points that we feel are - v
. major points that we have\been able to note in the past few days - -
- but we believe it is essential that the issues raised by this proposal :
be thoroughly reviewed by both the executive btanch and the sub- .-
committee by title III's constitiency and the higher education com-
munity .at large. The administration is very willing to work with -

) . -
B

[




.~ you and gévieWing//these issues' and. in finding equitable and man- -
- ageable solutionsAn an effort to improve:this important program.
- [Prepared statément of Ronald Kimberling follows:] . -l L

Rl

EAR S

RONAmKIMnEnuNG,DEPmAssmm §ECREI'ARY N

.PrOGRAMS, U.S. DEPARTMENT or-EniJ,cA'n,qN

‘. \While: thé Departm not’ data o { Title TI-
< available; it is probably faif to say that, as a group, Title 101 institutions have small-

" er endowments per student-than: other:institutions of higher edycation. An’argu-- .
ment can be made that the'establishment of endowments at. Title IIT"institutions -
would be.a promising solution to the problems that “‘threaten their ‘ability to sur-
wvz’s’ and have hist,orically inhibited them from “becoming viable, thriving institus
tiohs of higher education” " . TNl

/We believe that the concept, of endowment building to help ensure self-sufficiency -

~for Title III grantees is certainly worth exploring. The Administration has'a strong .-

- f/commitment to the ‘institutions served -by -the Institutional “Aid Programs, particu-

# larly thé Nation’s Historically Blaék’ colleges. However,.we feel there‘are some . -

/£ ‘major problems'with this bill aswritten: L sl non T AR
... -~ Some of the significant problems we have identified with both. the concept of an ~ " '+
4 .endowment building grant and this specific pill inelude; ~ 0 1 G o R o
© - " The bill as proposed contains no Statement of Purpose defining the goals of the

e pi-oghram 1t leaves open-e‘nd(?d what the Federal government is attempting to accom-
~ooplish. v L - D T L
... There are no limitations on the dumber of years an institution’may participate in
" the’ program, .or a limit on the ‘amount ‘of Federal ‘matching funds an institution

- may provide. Without this limitation we: could find ourselves ina long-term pro- .
gram’ of gering costs. Mr. Chairman, in:the subcommittee. hearing-of April 22,
- 1982, on en owment building, you expressed concern about this problem whgeﬁn you
. it should not be a long-range kind of a thing where' the Federal Govern-
ment is going to be tied up many years in enriching en owments.”_. e,
= " The above problem is exacerbated by the lack ot;eB(YeCiﬁCitY-in_thiﬂ bill as to the * "~
" manner in which fequests for grants will be evaluated. As written, the only require- " -
ments -are to conform to the conditions for investing the funds as defined in section
332(b) and the availability of ‘matching funds. Since the Challenge Grant Program is
a discretionary grant program, funds are awarded' through a_competitive process.
Currently; there are no provigions in the proposed bill' which, give guidance on eval-,
uating the merit of one proposal over another. This, I'believe, harkens back to the -
J1ack of a Statement. of Purpose for.the program. T
- 'There i8.also the question as:to how the interest earned.is to be used. This bill, as
. presently drafted, allows for the income from the endowment:to be used entirely for
- - ‘opérating expenses, There is_no.incentive to encourage the ‘growth:of .the endow- .. " .
s " ment beyond the initial contribution made by the institution and the matching Fed- -

- said: -
. “1 think

erdl funds. If-the purpose of this amendment. is to assistin the growth of an institu- .

: tion’s endowment; should there not be some aftention paid to'the: question of rein-. .
vesting a substantial portion of these earnings? . L Ut o LRI
Should the interest earned on the Federal portion of the endowment be restricted - -
‘in terms of the use that can be made’ of it, particularly. during the grant period? The --.0:
bill contains laniguage authorizing the use of endowment ‘income for, among other -
;. things, “any ex nses-agsdciated with the operation of the college, including the'ex- : -
... pense of operations and maintenance . ... construction and renovation .. ... commu- ..
* nity service programs,” all of which are currently prohibited under. the .Challeng:
‘Grant Program. I think a’careful examination' of the uses.of this income should be- . -
made, as well as’linking the planned expenditure of these. funds' with the'proposal " - .-
- - review process, before we ‘commit ourselves to such:a course. We are not necesgarily. .~ -
L op) to suth. use of funds, but the Committee should realize that*an endowment~ - -
: " building approach  essentially.-implies an end -to Federal control:over use of those- = °
_ funds at any level of program detail. ) o Ce - :

We also believe that.t e question of the Federt role in buxldmg e';idbw;neht‘s‘-‘ at

~public institutions. should be “thoughtfully reviewed. 'Some states prohibit their :- .
public institutions from developing endowments. The State treatment of endowment " -

;

Q
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.. funds that ‘are received by public institutions could dféfnaiicaliy;'change'thé' intent

. grants start-expiring in séveral years. We ‘would emphasize that; projects funded.

» _‘another’ 600-700institutions ‘able to satisfy
. et ol BN

and administration of thigprogram. : L K S
We believe that tHe bilW§ll:have an adverse impact on- the authorization and agy-g -
‘propriation levels of ‘the Challenge. Grant' Program. Once the. Fiscal Year 1983 .
awards are made, the prograrg will be funded at the maximum level authorized by - .- ,
the legislation. Given' the existing multi-year funding commiitments, there would . "
- only be a limited ‘amount of funds available for.this ney activity until the current: : .-

* . under.thg;1980' Amendments_ are still ‘in their first.year of -operation”and ‘have -not-
"*"- had a chérice  to:be; evaluated.:The> Administration could ‘not “consider-additional
- Tunding beyond the authorization level until:the results: of ‘project ‘petformance sre
“ in. The current pool of eligible ihstitutions: is-apgi'okim‘ateléﬂoonvvith'g; ptential of .
e Challenge Grant Progr s eligibil-:

., In view of the close time frame between the troduction of the bill-and this hear: - -
ing, the Department.has not had an opportunity to conduct & th ugh analysisof "
the languagé of the proposed amendment and how it would affedt the administra- -
tion_of the Challenge Grant-Program. We believe it is essential that. the “issues
"raised by this proposal be thoroughly reviewed by both the Executive Branch and - .
. the subcommittee, Title III's constituency, and the community at large; The Admin: - -
istration is'wdlling to work with'you in reviewing these issues and finding equitable ; -
and managable solutions, in an effort to improve this important proposal. - -~ 1

Mr. SimoN. We thank you".i/ery\_much,'; for your ;testim_o_n'y, and we -
.are eager to work with you: I'think most of the questiong that you -
- have brought up, we “are in the ‘process of .taking care of through . .

-~ ity criteria."

- amendment. You do not think:that the: general statements of ggal_s )

- .. in this title are adequate to-include the endowment area? -

: Mr. KiMBERLING. The general statements in the statute apply:to = -
- the institutions’ long ‘range ‘self-gufficiency. We do not_ feel that =
~there is a statement in the endowment portion that would tie spe- -
cific endowment-raising goals into this larger goal for the program.- .«
Most of the other activities funded under the program’are of a spe- -
- cific activity nature “and the raiging of endowment funds is for un- . -
restricted purposes. o me T
~ "Mr. Sgron. We will take a look at that. The number of yearsisa -~ -

ver Criticism, and I think-that we are taking: care of that.
probl i we would be willing to work. with you on the guide-

. lines to'S€e vwhat should be set up here.. - .. .. . :

Do you have any idea ‘how many States prohibit endowment by = -

- the public universities? ' B S S -
.’ Mr."KiMBERLING. I don’t believe we'have definitive figures. Dr.

- Butts is familiar witlynn'e or two States: that may have some prohi-
‘bitions. - .©, - RO - o RN

Mr. Burrs. Mr. Chairman, I can cite perhaps one or two. I know

" in the State of Illinois: where 1 received ‘my doctorate degree, down .-

‘at Carbondale-—— = . .. .. A o '

- Mr, SiMoN. I've heard of that State, that city, yes. ..~ - - . . . N
Mr. Burrs. I'do know that there is a move afoot now to look at®
the endowment ‘at. the unijversity. The legislative audit committee, =7
perhaps as you know, has the obligation to more or less oversee the = - -

- regulation of the State legislature. And there is.a move afoot per-
‘haps to introduce a bill in that State that will somewhat disen-
chant the- relationship between the university and: the endowment
proposal to the extent that dare—it looks like the whole question of -.

~cost effectiveness. And there ‘will not be the relationship-that the -

- endowment has had with the _un'iversit){;acrossf;the_»years.‘-These en-
dowment funds will not be availablé to. the endowment to enjoy,

o
Ea

~oblivious of the university. So I think that is one.instance.

)fﬂ ‘
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.. No..2, there is an instance in Kentucky where thé same thing is -~ - ’
" happening. So these funds will. not be pro eted to be able'to trans-- 7.
" fer the funds'from the uniyersity to the en owment and that is the-. . . :°
' - question that is being raised in'many States today. " - - e
.~ Mr. KIMBERLING.- We ‘do -nqw,i,Mr;'-Chairm,an%at;the're;:_are-'ap'-, ERNE
. proximately 650 detached but related foundationd that. are set.yp -
irposes  of - assjsting. th -y

N e

v

- we’would ‘need’ more time to review that factor..B

we do. p

ut intit

‘out as a serious problem.- - o o o0 Sl T o
- Mr. SiMoN. One final question and I yield to my colleagues. . o

Last year, the Department returned $1.3 million to the Treasury -

~ from the amount that the Congress -appropriated for the challenge = -
- grants. This is the kind of money that could.be used for. the endow-. =~

* “ment. Is that correct? .. - i olvn e oo e T et
-~ Mr. KIMBERLING. Mr. Chairman, we feel that there is going tobe_ .~ .
significant demangd for the challenge-grant funds during. the 1983, ="~
competitions. From' conversations. with varioug colleges'it ‘appears- .~ - .-
“to beghe. case that last year being the first year start up, for the =

" progrdm, many institutions did not at that time have sufficient "
“_time to raise the matching funds. I have had several college presi-.
:dents approach me at various meetingsand indicate that they now ‘

* have gone ot and secured the matching funding and that they are . * .~
 'very eager. So we bélieve that there will be a significant demghd "% - .
... for thé challenge graft monéys: that are available. We-certajnly:, = ..
7~ - don’t think welwill be in a lapse situation and we feel that thig
.~ demand for the'activities already supported-is in"a growing stage. . .-~
" 'Mr. SIMoN. Mr. Gunderson.” " < . ot G o0 o T BRI
" Mr. GunDERSON, Thank you, Mr,.-TChéi_r'mgl. e e o C
+" . In listening to yourtestimony I am still =elittle bit confused a§to .. -
- the exact position of the sdininistration® on the concept of using:. .~ .
. challenge grants- for, the building of endowments. Does the adminis- -
tration sypport t e’general concept and have “certain concerns, res-
“ ervations, about the particulars or.do you have questions.about the -
‘ Mr. KIMBERLING. Weéll,- Mr. Gunderson, I am at, I guess, the posi-
- tion of saying we. really:have not had sufficient, ime-to do the type- - *. -’
" of in.depth. policy -analysis that is needed in: orfler for e to cate- . .
gorically state that we have a position in favor of.it, - We feel that - _.
.- the concept is intriguing and we note' that sthe possession of suffi-. . -
.- cient endowment. is a: factor that is very vital in the ability of an: %/
. .instit'u_tion ‘to survive' and ‘weather economic har ‘times. We are "¢ -
{looking at the factors, I think, that go into this.mix but we dohvt "
have, a final position worked out with respect to this ‘overall Con-. ™. *
- cept.. We feel we need more time to review it-and studydt. .’ "~ ... -
"+ Mr. GUNDERSON. Do you feel -a need exists to provide.some kind -~ -
~  of assistance from the Federal Government through: the challéhge - ..

© . 30-739 0 - 84 23
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grant’program, .or, 6thér'tmeari1‘é, to: Help v,ai'iéﬁéuélo;l_le:g_ésf that"are: . .
+ eligible build their ¢ndowments? Do you think thatt— & .- " ]
"~ Mr. KiMBerLING. I don't think:that I could

-

, -i'epre"q*ént‘tﬂhé,positipr\xf W,
-of the Department.with regard to that need.;Again we haven't’.
- gone through the facts.and figures on this, We do note that endows,
‘ments have been growing a bit recernitly-as’d result‘of the boom in:: ot
the stock market” Now, that‘applies to institutions: that alréady" -
*_ have endowments but—and-we know that-tliere are;other indtity- -

- tions that either- lack thein :altdgether or that-have., very 'minimal

- "endowment resources, . i SR Dyt

; - - Mr. GUNDERSON: Do({zll have any-information in the ‘départ
rl

ir. (xUNDERSC 1ave any: 1on in the-department.
that would ‘indicate that those: cOlI):gges‘ “and "universities’ which‘aré
serving mainly a minority enrollment are having:particular prob- EORN
lems with endowments? SRR IE EREAET Yo SN PO Y
' Mr.. KiMBERLING. I -think it-is generally, known that' the in§titu~' ,. .
.tions that*are_serving large numbers -of :rhinorities in the’ingtitu- < .\’
- tions in the title IIL'university, .as I indicated in. my opening state<is |

%av‘e'the lowest endowmentper stu-",.

»
1 > -

- = “ment, are among those that:
T | A Y U,
" . .. Mr. GUNDERsON: What would'you see is the Department’s role in- ., "

' 4the oversightof the use of the-money, if it-were appropriated? = " . "

© M. Kiweenuine, Well, this. is & que}t;on that I think gives us .+

3. N
. g

- +some pause.. We.look: at the- fact that Federal -moneys would be
. available to institutions in".a relatively unrestricted fashion. put “:
- into-a trust Account. But the.question of+<how,long the Federal in-
-, terest in those funds might obtain, for how many years, what. other, *

’kinds of Federal stdtutes might continiié to apply to the future use” - - "

£l

of those funds are serious questions and we haven’t had _‘sufﬁé:iel_n‘t'!g e

*time to review them-in depth,” *7 - A s

. Mr. Gunperson.' Have you-determined if there is any. specific eri-,: :°

teria that. ought to-be used in’allocating fhg -various money for:en--~ *. -

- dowment building?. . .. v w0 TR e i L

" Mr. KiMBERLING: No, we haven’t, Mi. Gunderson. Wie:dd feel‘thgt o

. in a discretionary grant, program that.some criteria’do néed:-to be. .-

" .. staked out|for any-discretionary grant program. So that thergds ali 1.

statutory base’ for :regulation and there is sgme communication to*»,’ -

the higher education community if the clear interit-of Congress in A

makling some, kind-of hierarchical judgments:on thg quality of pro- ~° | ¢

posals. Tt T Ty T e AT e Al T

- Mr.:Gunperson: OK. I'appreciate your' remarks.” I share our, ...

~ should we say,.frustration ;because’ 1 frankly don’t kKnow if:thisis

- good, bad or in betwten right now and I must:admit to the. ‘chair--+" " -

- . man and‘others that-I do.not;know- and do not'feel that we‘have -
- - the facts yet—at least I don’t-have;them to‘determine which Way.to -

- goon this particular leégislation':1 am hot asking for a. delay; I'am ;.

* . expressing frustration and hope that.between :now ‘and full commit; ::

. tee or at some point we can clear it up, Thank you.”" <. " PO

Mr. SimoN. Mr. Packard. ™« "t HR AR

> Mr. PAcKARD. Thank you, Mr.'Chajrinan. =~ - . . -

-~Have yodu been .able to determine whether there -are’minimums "

e Ry U

3

- and maximums amounts of grants that could be given? . . - ..
“Mr. KimBerLIYG. No, we haven’t. As'the bill is written, T believe, "

- has a 150,000 nfinimum but' no.maximum award. Our goncern 48 "
that without some kind of a cap on'the maxjgin 'tblfl_at‘;ips‘tibutions .




S P R
Uy - O T *
| . Sa . A

. that hypothetically have less need'

; and more-ab

ility to raise fands .

" *'might be-able, to come up with .@fs’ig'hiﬁqant“?amount' of .matching. Lo il
" dollars and in’ the absence of specific ‘criteria for making: awards, A"

.. those instifutions would'get way ahead of the pack. Sg/1 think’that
Y ig 'our-concern on the maximum.; - @ .. - - S e
" Mr.. PACKARD. I8 it possible under this proposal that some inst;ittt;-'

... "tions could obtain challenge. grants as t.<;11,1“.‘e.nsi~en'd<zwm
. ot 2ot oither of those?

‘whereas other:

stituti

r.PACKARD. L don’t have any arther

. . L ¢ ve any further questions. ™ “/
r. Smmon.: Lt me ask qne further question. on’ guidelines.:

representatives of<your office and the. minority -and the major- .

* ity |staff here, and sdme of the members could get together and de-

{  termine guidelines -and put them in' & comhmittee report, is that . :

. -adéquate, or-would you prefer, them in statute? ..

P

-, regulations ought to flow.«But I'nee
' cléar, Mr..Simon, as I represent. ! .

. been able to evaluate the—whether or not this. proposal “would be
o er.dorsed'wlquéheartedlyefrgm the policy standpoint..+. - .

- IMr. Stvon. I understand that. - @ -cc oo o

shape, rm in the body of the statute. =~ . v

= | Mr. KiMBerLING. Thank you. T e
-Mr. StmoN, We look forward to working with you on this. - .-

_}-Iv-nowrask;:Dr..Robin'son,'-,_the. resident_of St.“Augustine’s College

- gnd Charles Tildon, Jr., to.come forw . .

‘witness,I note the presence of someone whohad much to do with:
reating this'idea, and that ig Dr. Patterson. AfRd it is a pleasure to. . .
‘have him. He has been a witness ‘on other occasions. Happy to have .
fvou with us here, Dr. Patterson. - ~-.© = B

+ -] ‘Dr: Robinson, pleased to have you back here again. . -

. |STATEMENT, OF PREZELL ROBINSON, BRESIDENT, ST. AUGUS. - :
. TINE;S COLLEGE,“ 3.y, IGH," N,-C-{_m

HIGHER EDUCATION, ON BEHALF OF THE UNITED NEGRO COL: . .
| .LEGE*FUND AND AMERICAN ASSOCIATION OF STATE COL-
] 'LEGESANDUNIVERSITIES ~- . = - 0 7 00 s o
i * Mt. RoBNsoN.*Thank {).ou,‘ Mr. Chairman and L appreciate’ this -
“* | opportunity of- appearing before your committee age n(." R T
" Mr: Chairman; dnd members of the subcomipitteegI:am Prezell
- T appear before you today as a representative of the National Asso- -
. { .ciation for Equal Oppo unity-‘in;,I-Iig};er»‘Educg@;oq-,,the acronym: .
- "NAFEO. The membership association of 114 historically and pre- -

© Mr. K1M9ERLING,‘We11,‘-we feel.that a statutory basis for any dis- " .
.. cretionary 'grant program s ‘the gapénopr.ié.te: vehicle from which": .

U 1eed 'to:make iy position on this. " ..
‘the Department that we have not -7 -

- IMr.- KIMBERLING. As: argeneral- IUlé., fot‘:diécretidn'ax’:'st" grant pro- s
ams, \Out{,- preference is:that the gdidelines appear in sgm.e-w'ay, B
or fo : S

'Mr: SimoN.. We:thank ‘you very, very much ffq,l'_ﬁya‘kl.l' testimony.

d.GaryQuehl, president of the Council of Independent Colleges,
forward, Though he is not listed as

- L TIN CHAIRMAN 'OF 'THE
“o 'l" 'BOARD, NATIONAL ASSOCIATION FOR EQUAL OPPORTUNITYIN - - .

RobBinson, president of St. Apgustine’s College:in Raleigh, N:C, and . :
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, “dominantly black colleges and univerSities. NAFEO, memBbef insti: . .
-*-tutions, are highly diverse and ‘include 64dpri,kate arid 50 puk gcx in- *

+ . stitutions. Our membership. includes 2- an 4-féar colleged and uni- «: -

" versities and éenrolls over 200,000 .students -annu 19: Historically, = °
‘these institutions have assurhed dn affirniative <actioh fole by pro-, .

~ = yiding.access to & highér editcation -for blacks ang others' when sim:~ ..
ilar commitment,was.absent elsewhere, .. - - 35" - ERELARS

- We 'vig?\?he bill under review, H.R.’2144;

* . lengo gra funds under part C.of title IIT of the H
~.“Actiof 1966 for-endowmeént building,'as o pefits
TOQ’ir‘jfnt of theinstitutional ‘aid;prograimy, v

+ 7.+ “Through direct, byt rrest’ricbed’fiiis_tim al gr arider titl

:the Federal Governmént has’augmen ed-gur diversifiéd higher edu-
. . seation sector by assisting ‘in the acadérfife.improvement 4nd vi :
ity of collegeh With:patential for.makipg “Substantive ‘contributiong: . - ¥
* > to’our Nafion's educationind.tr i goals. Over time, theiinsti- 5=

».

tutional aid program  hygiffolded its#6eus in,line, with the dynamic ™ .
. chafaetqfi_stic_s%nd neetls of the, ipgtitatigns ta which it 1s designed,—
-+, ' to be of service. ' Use ofjf 1 ag for éndewment grants, in m% . .-
‘- . Judgment, is a responsihle’rmédy for a well.-documentéd problem.
». .+, Eligible ltitle IHCiyd . refitively small- and -basically -~ «
.3, - uildergradua ,. 3 g disproportionately-large num: = -;
.- . bers of lowin p aged students::Thege ifistitutions .,
- ‘ge__ G R0 oy 1 ‘J‘, B 5 N . » o
have limjted dmedustasces, no endowments and beyond tu- ,
itio el mnd BPD s £-cdses of State assistance, no:8ther ;" *
Adersl sdph gtt.iThey are particularly ‘susceptible - - {-~
eit el Atively small size and lack of adegiuate .
flfétuations” in eénrollment,’ no. matter Jiow. v ¥
Breatiimport-for tReir operating and’ prograrh budgels. .. .
M adgs h?fginé‘%neﬁg’latevtuitiomtp cover hormal_costs -. -
L Wi 7an Q%%.,_ﬁﬁher erosiont of enrollment:is a- conimon, cop- -,
-+ scériiy Research indicates that. inority enrellment in_higher educa- .5, %
o _ftiOni‘isjgné"'é,'l ably tied. to the current state ‘of -the ‘economy.*n. - -
oo Ihtimes of'g YCity, the fesultaht impact on institut:\;i&nswwhich,enroll"_ s
fiBers of minority and low-income ‘'students is particularly .3
-+ - acute,"Meanwhile," fluctuations in Federdl or State student finan-; o
v Cla.fzald program funds and’ policies have precipitous impact o en- T
Lol ,{)Ollél‘; slevels and .Serve-to aggravate jnstitutional ‘€conomic ‘sta- -
¢ Historichlly, black colleges and universities represent a special - -
: 8t of title III institutions recognizable.in ‘their nieed for direct
* . jinstitutional aid through- their originé founded in de jure segrega- . .
‘tion ppactices of the 10th and 20th cgnturies, their histories of fi. .
~ nancial . negleet and exclusion by State’ governing bodies, andtheir
. -traditional commitmént to thé personal and academic developmetit . ©
* of low-income and minority students. . ., "~ .- - L s
A 1978 study of ‘48"._in'depen&e;it and 28 State-assisted historically _
.. black colleges indicated that black"institut’ions-aélocatedagreater?‘_ '

- proportions of their capifal asséts for loansand student aid than -
" . «did other institutions'which: te'qq.ed to -allocate capital, asset funds = .
" .in  the following order of priority: % R I U
L Physical plant was 75, percent. Endowment, 22 percgnt_. ‘Annujty .
- and trust funds, 2 Percent, and student loans, 1 percent. . -

.
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" In -1979-80, endowment income provided o"nl"y"4 percent of the

[N
»

“ yevenues. at private black colleges. According-to the United Negro ."-
" College Fund, which I served as. president: for 3 years, average en- .
" dowments ‘are about $3,028 per student. This figure represents 52; =
. percent of thenational average of $5,741 per student. About half of -~
,t_hel'lprivat'e black colleges- have endowments totaling less than $1
Comillion. . 0 T L e LT
2. The"benefits of adi?uaf:e, endowment furids are, well known and . =
" veasily reflect at our atiog's:‘»ﬂagshig,':inStitutiOnsti"»'Ye_t;-:?._these'ibenee'r S
/fits' have. proven’ elusive: to_most’ historically - black institutions. -
- Title IIL: funds-have: greatly impacted:the- omi
:. and development prospects of thes utions, However, the goa
! of self-sufficiency-so_frequently ‘echoed: in -title III' program guide-
_ lines s not been realized because ‘of the lack of a reliable and o
* long:term financial base supportive of institutional program initia- : .. -
: tives and general solvency. The'.proposed amendment to Yart Cof - "
titte IIT is.a step in the remediation of that larger problem. The v

,,,,,

availability of, challenge grants at a 1-to-1 Federal-to-institution
_ dollar match provides a motivational and: catalytic force by which .,

. eligible institutions can- more effectively garner the support of

- ..+ theirconstituents. ... o _ S
" Mr. Chairman, we would simply add here: that the 1-to-1 ration,

. in our judgment, is a very important and a very ‘significant one in
the sense that this kind of ratio would provide the opportunity, the = ™
mechanism, as it were, for this particular ,universe of institutions .-

- and others likewise, to enhance. their endowment. And if we were - .

# to move in. a differqnt.;direction and increase that ratio, it could
;(,_,au%inly provide serious problems fof this particularuniyerse of
*Minstitutions. % - : ' .

3 The subcemmittee has already heard the testimony of the repre-
.7 sentative from UNCE—the United Negro College Fund—delineat-
¥ ing the particulars o the college endowment fundifig plan, a plan
-.developed by the United Negro College Fund whereby gifts secured .
by member célleges are combined with discount loans from insur- = *

¥ - .ance.companies:in 25-year investment packages to produce sizable’
~ . sand long-term instit,h_tional income. = : C, O '
~—+3 -Mr. Chairman, I;would just say tangentially here that we have
-+ present.with us this morning, the person who really ¢reated, shall
- we’say, the college:endowment_funding plan for the United Negro
*  College Fund, in the pe(i:son of Dr. Frederick Patterson, :who has.
. .. given'long years of servic® to the fund. o e N
" % For the public sector, we have the, model provi through the” '
- Charles Stewart Mott challenge granf program, Wiy ei%zlﬁallenge .
~ ‘funds from the foundation are combined with loans apd other gifts
« in a‘similar 25-year investm t package. . - ' I
- . Unrestricted funds generated in this fashion serve to strengthen
the overall economic base of instifutions and lessen the uncertain-"
ties related td reliance on annual contiibutions for _indegende in-
stitutions op-on annual or biannual appropriattons for tate-assist- .
ed institutfos. Use of institutional aid funds for andownient build- -
< .ing purposes is, in.ouf judgment, a sound Federal investment. It*
serves.to strengthen.the linkages between the public and private -
_sectors b enqouraﬁing the match of funds from diverse sources. 3 (
is a mechanism which enables institutions to better generate and

." ?‘\
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- leges and Universities, and their president, Dr. Allen Austin: " ..

- - ~'witnesses;, if. yqu;fréfer":zmat'ei;ge
- comment informally : ‘acceptable here. : ...
" Mr. Gary Quehl, president of the Council of Independent Colleges.”

 ties [NAICU] is.comprised of 830 colleges and universities, 42 State .

" ‘formation activities, = .

‘compound their own limited resources and which p{llows for ulti-
~mate self-sufficiency. This is particularly crucial as Federal funds .
‘become scarce while allowing for eventual replacement of present

_"title III funds for academic, ‘management, and planning program
.* support. o - S i

Mr. Chairman, the views in support of H.R. 2144, that I have just
expressed are endorsed by the American Association of State Col--

~ Mr. Chairman, I thank you,very much for this opportunity. . =~
~Mr. Simon. We thank you. dnd let.me just-say to the other:two
ouf:statémentin ‘the ‘record and
ly‘acceptable here:: - .

ly, that:is'pe

STATEMENT OF GARY' QUEHL, PRESIDENT, COUNCIL' OF INDE-- -

~ PENDENT COLLEGES; ON. BEHALF OF NATIONAL ASSOCIATION. - -

OF INDEPENDENT COLLEGES AND UNIVERSITIES.

Mr. QuEHL. Good morning. Mr. Chairman, and ‘members of the
committee and since'the precedent has already been set in refer-" -
ence to the great State of Illinois; good morning to my fellow Badg:
ers, Mr. Gunderson. - . L

Mr. GUuNDERSON. Thank you. =~ . = S L
.Mr. QuEHL. I am Gary Quehl. I am president of the Council of*

¢ Independent Colleges, -a national service association of approxi-
mately 300 4-year, nonprofit, baccalaureate degree granting col-
leges of liberal arts and sciences, each enrolling no more than
2,000 full-time students. I appreciate the ‘opportunity to appear
before you today and to share with you the views of the National
Association of Independent Colleges and Universities with respect
to H.R. 2144, the Challenge Grant Amendments of 1983. -~ .
The National Association of Independent Colleges and Universi-

)

- associations, and 29 special-gurposeassocia_tions,*including my-own .-
organization, the Council of Independent Colleges: . = - e :
AICU ‘was established in 1976 to provide .a unified national
voice for independent higher. education in keeping the public and
government officials”informed about the concerns of independent
nonprofit colleges and universities in meeting America’s education-
al needs. A companion organization, the National Institute of Inde--
pendent Colleges and Universities, conducts research and main-
- tains and analyzes data files. for use in the support of NAICU’s in-

The membership of NAICU includes: colleges and universities
whose variety in size control,’and mission truly exemplifies the
rich diversity of the independent sector.: Among them are 2-year’
-colleges and technical institutes; 4-year liberal arts colleges, some, .
nonsectarian, others church or faith related; colleges of business,
art, music, bible study, theology, health, and law; and finally, the
large research universities. More than 2 million students attend -
these institutions with some campuses accommodating as few as -
200 gtudents and others enrolling more than*80,000. The range is

' great“ : o : o - ' .

,\.(\-'2'2'



With minimal direct funding fromn government sources, we edu-
cate more -than a fifth, of all the college students and award about . .
35 percent of all degrees that are Conferred nationally. I have in- -~
cluded a list of NAICU members at the end of my testimony, Mr.
Chairman. S . D
NAICU members believe that the wisest Federal and State poli-
- cies are those that help to sustain 2 healthy enroliment balance bes .
~_tween the public and independent Sectors and provide the freedom
- of choice of educational offering:to_students rom all educational . = .
- ‘backgrounds, While we focus our Government relations-activities - ...
.- on Federal student aid and tax policy issues, we also are concarried
. that certain Federal programs.of‘categorical support are:sustained,
" and enhanced, including title:IIT; At-the end of m testimony I'also
have“included: a cOpyf;&':?the NAICU‘J"?olicys,plat orm for the 98th.
Congress, which was ad%pted'by the
" enth annual meeting on February 4 of this year. . - o
‘Mr, Chairman;ititle III support 13 critically important to a sub-
stantial number of colleges, It remains as the only Federal pro-
‘gram that provides large grants directly to institutions for use in
improving academic programs, faculty development, student serv-
ices; and of rourse campus ‘administration. In addition, for many
rural colleges, it serves to reduce the academic isolation that may
otherwise result from geographi¢ isolation from other centers of
higher education. ) , s
But the program also has suffered more than its share of prob- .
lems, as I am sure you are aware. From the time it was first au-
thorized, to the negative GAO reports of the mid .and the late -
~ 1970’s, to the confusion and consternation caused by the Education ~ .
- Department’s attemxts to implement the 1980 amendments to the
‘Higher Education Act, the program has been criticized for not
living up to its original purpose Or even its new purposes. Indeed,
many colleges, formerly eligible and otherwise worthy, have been
. denied funding due to the complicated eligibility criteria in funding .

- mechanisms which resulted from the 1980 amendments. . .. .. ..
Unforeseen results of strict application of statutory or regulatory
provisions_have caused many of these institutions to seek legisla- .

tive remedies. Hopefully, by the time the Higher Education Act is
again' reauthorized, you V{lﬁ' have had the opportunity to hear from
these institutions in considerable,detail and you willzhave respond- -
ed to their ap . e . S "
. - None can deny, however, the positive effect that those limited
title III awards have had on the academic and administrative qual-
ity of recipient institutions. S T
) It is upon that positive effect that H.R. 2144 -would build by :
. authorizing title III eligible institutions to recejve Federal grants
on a matching basis for the purpose of establishing .modest endow-
ments. Proceeds from such endowments would be available for in- ~.
~ stitutions to use to enhance their educational product and its deliv-

ull membership at our sev- -

ery. i . .12
" 'NAICU supports the concept of matching endowment-building
" Federal grants and we sugport the bill—you, sir, have introduced—to
implement the concept. Others on this panel are able more fully to
discuss the merits and the details of the various provisions. of the
legislation. I would like to use the remaining minute or two that I

. . [N
e

29
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‘have to raise two concerns for you to consider ag you begin this leg- -
islation. ' : '
The first concerns the source of matching funds. Section
332(bX2XB) of the bill would require institutions to match the
-amount of the Federal capital contribution. But the legislation is
silent as to the source of these matching funds. We believe that
such matching’ funds should be totally new funds available to the
institution for the first time as a result of the Federal capital con-’

-tribution. To allow otherwise would only serve to stymie the intent ; ]

. of the legislation, H.R. 2144 is designed to cyeate a new partnership
between.the Federal Government and thé_institution, which would

. result in"a greater degres of financial stability for title IIT eligible

institutions. Therefore, we urge you to add language to the bill that -
would restrict institutional matchietg funds to new moneys not pre-
viously available to the institution. - o

The second concern has to do with the ratio of matching funds. -
The same section of H.R. 2144 would impose a dollar-for-dollar
matching requirement on participating institutions. We understand
the rationale for limiting the ratio, namely the title III eligible in--
stitutions generally do not have access to unlimited sources of
funding. But, since institutional matching funds will in all likeli-
hood come from private donors on a one-time basis, institution§
" may benefit more from a higher statutory match which would

stimulate larger private gifts. We urge you to review this issue as
you begin to move the bill. o ,

Let me close by restating our support for this legislation. It is
timely, it is an important restatement of the Federal commitment
to higher education, and it is needed. With declining Federal stu-
dent assistance dollars, in real terms, and declining college age en-
rollments, colleges without endowments need some form of stable
financial support, H.R. 2144 may be.the means to that end and 1
would of cours€ be pleased to respond to-any questions that you
may have about the concept or our support of it. -

“Thank you. . = ' ' '

Mr. SimonN: Thank you, very much. -

[Prepared statement of Gary Quehl follows:]
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PRIPAR!%SH‘A’I’!MINT or Gary H. qum.. PrEsIDENT, COUNCIL OF INDEPENDENT Cou

N-BEHALY OF THE NATIONAL ASSQCIATION OF INDEPENDENT COLLEGES AND

Umvmm:s, AND THE ASSOCIATION 0F CATHJLIC COLLEGES AND UNIVERSITIES, As-
SOCIATION or Jxsurr COLLEGES AND UNIVERSITIES, ‘NATIONAL ASSOCIATION or ,
Scuoou: AND Covreaes oF THE UNrrep METHODIST Cmmcu . ’ -"?’*

Me. Chairman and Members of the Smcomnittee. v

I ln Gary Quehl. -1 & President Of zhe Councﬂ of Independent Col'leges.'

».,‘ .

. nat1onal ervice usocutﬂm of npproximte\y 300 four-yur, nonproﬂt,

'opportunity to appeor Qefore you todoy and to share nith ,you the views of the »‘
;4 National Assocfation of Independent Col'_leqeg and Dniversities with respect to
H.R. 2144, the Challenge Grant Amendments of 1983, »

The National Associatfon o} Independent Co'l'leges-and tniversities .
{NAICU) is connprised of 830 colleges and'uniyer‘si'ties;'lz state associations,
and 29 speoiu'l purpose assocfations, including the Oouncﬂi of lno_ependent
Colleges. NAICU was established in 1976 to provide a 'unified national voice
for 1ndependent higher education in keeping the pub'Hc government
ofﬁciuls informed about the concerns of 1ndependent, nonprofit co'I'Ieges and
universities in meeting knericu s educationu'l needs. .A companfon L .
organiution, the Nationa'l lnstitute of Independent Co'lleges and Universities
(NHCU), conducts research “and maintains and anu'lyzes data- H'Ies for use in

support of the 1nfomut1onal activities of NAICU. N

The unbersMp of NAICU includes colieges and universities whpse. virie’ty_'
" 1n size, controI and nission exempnﬁes the r1ch diversity of the -
independent sector. Among them are two-year colieges and technical

fnstitutes; Qu@eor 1iberal arts colleges (sgme non-sectarian, others
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. ’
church--or faith-relafed), colleges of Business, art, music, bible study,
theology, health, cpd \n. and, finally, the large reselrch unlvcrslties.
More than two million students attend these ingtitutions, with some campuses
accomodating as few as 200 students -and others enrolling more than 30,000.

With minimal direct funding Yrom government. sourées, we educate wore than o
ﬂfth of 211 college students and avard about. 35 percent of m degrm that

are conferred natfonmy. 1 have 1ncluded a lm ol Mléu mbou at.the -
" end. o m_v tcsumony. N o i

SNAICU nembers bgH-eve that the wisest federal and state.policies are
those that help to systain a hgalthy enrollment-balance between the public

and independent sectors and provide the freedom of choice of educational

offering ;o students frbni all economic backgrounds. While we focus our
government relations activities on federa) student aid and tax policy
issues, we also are concerned that certain federa) programs of categorical
support are sustained and enhanced, including Title III. At the end of my
testimony, I also have included a copy of the' NAICY PoH;y Platformi for the
98th Congress, which was adopted by the full membership at our Seventh
Annua) Meeting on February 4, 1983. ®
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i complicated eligibility critenia and ‘.funding mechanism ,uhich resu1ted from
the 1980 knendments. Unforeseen results of strict appiication ‘of statutory
Cor regul atory provisions have caused many of these institutions to seek

leqislative remedies. iiopefully. by the time the Hiqher Education Act is

agaivi reauthorized. you will have had the opportunity to hear from these

institutions and you will have responded o their appeals.:

O
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B { 1s upon that positivc effect that H R 2144 wouid buiid by '“;‘“"":"?( -vft

Bt f‘authorizing Titie lll-eligibie institutions to receive federal grants. on &
-‘; matching basis. for the purpose of estabiishinq modest endowments. .Proceeds
of such endowments wouid be avaiiabie for institutions to use to- enhance

. their educationai product and its deiivery.,

yAICU supports “the concept of matching endoument-buiiding federuilgwu‘J‘v”ﬂer.$
. ‘grants, and we support the biii you have introduced. Mr Chairman. to .
impiement the concept. Others on this~pane1 wiii discuss the merits of
. various provisions of the 1eqisiation in greater detaii. 1 wouid 1ike to
raise two concerns for you to consider as you begin to move this

iegisiation

"f’(l) Source of Matching Funds - Section 332(b)(2)(8) of the biii
wouid require institutions to matph the amount of the federai capitai
'.Hcontribution. But the lcgisiation is siient as to the source of these t:_‘_f“f

- matchinq funds, He beiieve that such matching funds shouid be totaiiy
tinew funds avaiiabie to the institution for the first time as a resuit

"if “of the federai capitai contribution. To: aiiow otherwise uouid oniy

"v‘serve to stymie the intent of the ieqisiation. H R. 2144 is desiqned vh
-to create a new partnership betueen the federai government and the -

' 'institution nhich wouid resuit in a qreater degree of financiai
'stabiiity for Titie lll-eiigibie institutions. Therefore. we urge you

: 1 to add ianguaqe to the biii that wouid restrict institutionai,matching
fégas to new monies not previousiy avaiiabie to the institution. .
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_;(2) Ratio of Matchinq Funds - The same section of H.R 2144 mould
Ji impose a dollar-for-doilar matching requirement on participating ’
institutions. W' understand the rationale for limitino the ratio. -

' "namely that Title lll-eligibie institutions generally do not have

‘ access to unlimited sources of fundinq._ But. since institutional

'i‘you to review this issue as you beqin to move the bill

] ' Let me close by restating our’ support for. this legislation"it is
i timely, it is an important restatement of the federai comnitment to hiaher

"‘education. and it is needed. Nith declining federal student assistance. .

i K};dollars in real terms. and decl'nina enrollmepts. coileges without '_,

-‘_endowments ‘need, some form of stabie financial support.‘ H R 2144 may be the ‘“ii

g means to that end I Nould be pleased to respond to any questions you may

have. Tl
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. The membership of :the soct " of :Independe!
: Universities. assembled: at. §ts 1983 Annual: ileeting in Heshin
" adopted the following policy - pl:;gom statem “for-1983 at:

. general session of February 4.

‘ The follouing stltenentof purpose and principle will serve a the guiding
. central ‘objective of, our tation ~fo 8
- ‘_‘federal md stete levels

higher education An-8 period of: predictable dec'line An the totnl ‘student ‘o,
_,enrollment pool: depends upon’ the: ‘implementation of. ptblic policies whic
(a) will protect the lbility oi"the publicand ndependent sectors to-

" compete:for students: on:reasonsbly equal’ terms;: and (b): will not -reduce
" the proportional share:of students:enrolled-at
universities.

: '-~."institutions receiving direct govmuntsl ‘operating swsidies.
= state legislatures (which a1low reduct fons: fn'actual:
L '_student iiAlcu‘s centul lu.ior udes
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balanced federal: 1ati “ittain the federal policy qoal
Too o that: 75 percent - s hould:come - from. a combin
T tion g easonable parental: ndent . Stu %,’epnj_t:hlzutio:_s.

ts

SUP| “of self-help programs ..
US/ALAS -funding) to meet the 25-percent -
.- and-to ‘assist parents, independent .~
students in meeting. their axpected

__ contributions. .0 - » ’
2. ‘Prodram Refinements. Recounizing. that federal budget ailocations '~

-7 .. 'snd_sppropristions currently are insufficient:to fully realize the = - SR
student aid policy godls:established by the: 1980 Amendments of the: ¥ -
" ‘Higher Education-Act, NAICU will continue to work actively with - - o
. other M‘her_ educatfon: associatfons in formulating and advencing -
" legistative inftiatives which would help to:ratfonalize the exist-: -
. ing student aid programs, while maintaining the continuity end . " L
balance of grant, work, and loan programs. :Specifically, NAICU will -

support ‘legislationz: " - e

R 3 - [ . .
" . . (a) to eliminate any origination fees in the GSL program. This =
" includes repeal of .the S-percent origination fee enacted as 2 -
' temporary measure. in 1981 to reduce federal:GSL costs, and . . -
opposition to the proposed 10-percent origination’fee for
©gradustestudents;. Y Lo T e

. “ (b) td increase the -annual and apgregate -loan imits. the
" '65L, PLUS and ALAS programs, in-order to-allow;those students

. with consider ‘e "have sccess to adequatgiisibsidized
“loan capitald SLTEeE S

. . Lo Ty F L B A P LA, oy
. (c) to expand the opportunities and incentives fos. students to-
consolidate -Toans taken under: different terms into a.single
repayment plan, with options for. early or extended repayment : T
. on a graduated:or income-sensitive scheduley - o 00 e
" (8) to expand:the incentives for students and fnstitutions to ’ T
assure timely repayment of federally-subsidired student loans, .
;:' ueu as the penalties for.student Yoan delinquencies and. . S

(€) to revise the statutory definition of status asan = -
-%{ndependent .student® for purposes: of -détermining eligibitity
-to -participate in federal student eid programs; - N
[
I
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-_."(f) to' nuthorlz
: -upmmm {o!

" (1)-to;explora:the possiility. of converting
nuionmy-minlstcru progras’ into

: (J) to 1init coverage pr ‘by. tha: GSL: program to the = .-
7. 'wount of . 8. student’s. 'rmo;zgag nnd; ".fg" an; :sm o

wrk.i;md Yoan benefits; 't
vdent.:

3 : ﬁeu !nit

Loo :
reforn [ 1utlon of
m,y arise in.the: eouru of the
1nurnted in pursutng: 1:1

'._(n) to’ :

" 'to allow . 'statas. to
. . to he)p’ nnblish or.
" program to supplement:tha:

: uisting .50-50 federal-sti

B (b) to tlblml. ,eenplcm.v\_ o
.. program. as -8 *oen.of: 1ast. resort, tlmhc Tedera l

‘ nrvlng as an umbralla over a urm.v of -institutional,’ stat

' e:omur arket loan progrus for students and: fnmn

Is for lom: ccpiul m the

<Upto;
sustatna’ so-so fldcn\-stm workestudy.
msglsnistnu muﬂdm under.. the

~en the HY onar Edication. - ‘sgaih; o e o for
mcu believes: :t muld be mmm to: uplm

-two quite saparate componentsy
percentage of the ‘studen
. fees;-books end pglm).' ond:aid del!
.- sponsored-work- and - 1oan: programs :servi {
- resource to fund *hard"-educational costs and
- resource to help students and their familfes.

(rooln. bonrd. trlul. md mmnl umus). :
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|_,.sf‘mcu il nintnin its ﬂrst-prioﬂty nonqcntrmon 1n the tax.

. -palicy f1e10 on the maintendnce ‘and:dmprovement ‘of .current rules.. -

7 “relating to. the full: deductibi1{ty:ofeharitable contributions. -
"f:Should ress engage fn any restric f:the federal tax -

B

te for giving :should not be i-pliud

‘2. WAIGU 4150 w11 matntatn 1ts efforts o expmd the opportmit.us for -

: " ‘all.taxpayers to receive tax incentives for charitable qiving, -
—-—— geeking to make the charitable:deduction for-non-itemizers a pern- -
" ‘nent feature of the tax code by removal of the “sunset® provision,
and vigorously pursuing the restoration and expansion-of the tix
fncentives availsble for nJor vo]unt.ary contributions t‘ 1ndopen- .
. dent Mgher cduclt.ion. _

. deduction for charitable gifts in the federal tax code as the only
deduction which encourages the transfer of personal wealth for -
pubTic poses, and therefore will continue: vi?orously to dppose
both (ngwlusmcntion of. the charitable. contr

. a tax expsnditure and (b) initiatives to include the tax deduction

o, - for charitable. contributfons as a nbject. for 'lutnnlt.ic tmina--

. tion® t.hrough sunsat review, ' - ;

"4 . NAICU um continue to- seek grut.w pwlic nurmss of the' 1npor-
tance of charftable giving, as well as the patterns snd sources of
such giving, to independent colleges, and greater public under-
standing .of the interrelatfonship between voluntary. giving lld tax
policy nt both tho federal md stnte Icnls., e

5.7 NAICU uﬁl continue ‘to. pursue rcﬂnucnt.s of the t.u incmtive
Tegislation enacted in 1981 which encoursqes restricted co rlte
contributions to higher education such as gifts of -equipmen .
support of unfversity-based research, while also seeking to msme
-and enhance unrestricted. corpout.e contributions to l" tms of

. Mgher educnt.ionn 1nst.1t.utions. .

6. NAICU will continve vigorously t.o supp?rt thc nlintnnnncn of tax-
.exempt bond financing as an important and sppropriate mechanism for

.. strengthening the financial cnpabm;,hs of 1ndependent collngns nnd e

" universities.

A

£
J

Q
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ing Cael
em, NAICU Delieves that, at ‘o minfmum, the: deduction for. cluri-' S
e glfts should be preserved; ‘and, furtlm. Vthnt the' current tax .

3. NAICU. wilY continue 1t.s efforts t.o prcscrve the mique st.ntus of the -

butfon deduction as -

L
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"l ‘from taxation of scholarship programs for faculty, staff, and their
B :ﬁnmc;..,vithin and :among_all:types

of higher educational .institu-
tions. - T

~ In” implement in
of: the followt

- "to make: tax-deductible contr

WAICU wil1 continué vigorously t0 Sipport: the  coritinuing: gxemption- .

PRI

tative:or frimnd, should be elfgible -
{butons to an. education savings account. ' .

(a) Evéryone, including any

" ““tor a student's higher education expenses.. :Such ‘smounts’ saved, .

student.

including. principal ,apq*1ptcrc;t,gtshoullq,»b'e_-_t'uv-dcffcr‘od to the .

- W -

(b) The definition of e11gible educational expenses should include |

only tuition and fees. for undergraduate or. graduate education; ory ... .. ¢

" at’the very most, tuition md‘ii'ogs"plus l.vci‘y,lig_ited ‘percentage or:

* dollar amount. gpplﬂirc_q-‘nlgvlin

- 14mits ‘on. yearly, yi_thdrin_l;jn‘umndr necessary; however, {f that -
" . most equitable, and would

_ with provisfons allowi larger yearly contributions for older. . o

. -

3 Pelatively low Tevel. shen Such procesds are received, and the .
. '{ncome of velatives and friends’
: r,olqtiyvgl“y: high-lgvel. i - 70

1¥ing expenses : .
ses are carefully defined, no

(¢} If eligibile educationel ex

should prove: {mpossible, &.percentage:of the fund 1iait would seen -
‘allow for the most flaxibility in family -

financial glamning. .

(d) The maxiaum yéarly contribution-to:an ESA to-be tax deductible |

should be defined in:fixed dollar tm'(n.ooo.».-sz;ooo.--ﬁor, more) ’
children, to encourage late ESA starts. (To: 1imit the revenue

of contributjon;_ )

LT A te  : 'Tf‘f('»‘-- o b ..,f-, R S e e T
() The raduced tax 1{ability should fall.entirely.on the students -
who receive the ESA proceeds, since their income 1s 1ikely to be at.

 that time 15 1ikely to be at )

(f)-1deally, B@_lcgitl'itlion“sﬁéuld hucthesingle purpose ¢

-~ supporting educetional expenses, as opposed to being tied in with.
housing starts or retirement income.’ R

® L T
Do S )
g - b ’ .. ) Ry 4“ N
- a N
[} )..

‘Jmpact, the taxsdeductible festure could be:inited $o dpercentage L
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7 student’s ®neeg® for. ot

-7 {_'_

B K

T+ (g). Aqain ideally, m additional 1nce>nt.iye;- should be ‘lncl‘\dg.to, e
‘ make the ESA plan relévant snd feasible for lower -income taxpayers. -

as well as thqse:_gn,tbef_u“l,ddl_e.m upper .income _range

7T (hY The Yegisation should make, clear. that most 1f ot 3
- savings. should be excluded. from consideration in:cajculating.a
her  forms of .{adera): financ 1al afd, unless.

sset” mmount’ excludable By statute

» ‘t'hq_.s;:.e‘ smyng; ucu_d_ t

o There should be no fncome catling on el1gibiTity to
_+(4) ESA accounts ‘should not be vieved as a swstitute for existing
student aid programs. ST . T

higher education, KAICU reaffirms its primary position that.the - -
¢ existing federal grant, work, and losn-programs of the Higher Educa-
tion Act, as amended, are tiest able to serve the important princi-

ples of equity and need sensitivity, Tuition tax credits present a-

number of serfous concerns and, {if considered for higher education,

should be viewed only &5 & supplement to adequate funding of the -

. existing grant, work,.and loan programs, and’ should be sensitive to
. both unmet student need and the varying costs of attending higher

" educational fnstitutfons. .. .- . - . P TR

. IV. nstitutional Responsibilities,
- Costs and Resources

1. Social Resqgslbllit?. WAICU i1 continue o advance and support.
& unwavering allegiance of independent higher aducation to the -

social policy qoals of equal opportunity for educational advancement '
reqardless of race, sex, or. handicap -- and also, regardiess-of any -

initiatives to achieve =deregulation®_snd/or ®regulatory refora”™ in
higher education. We embrace these social policy goals as part of
our fundamentd) responsibility as-institutions of higher learning,
. working in acommon and cooperative sffort with federal and state
qovernments. . T N

2. Self Regulation. - Espousing the principle that self-regulation is
“almost_always @ preferable alternative to governmental regulation,
NAICU will.continue to seek ways to strengthen “the capacity and '~
resolve of independent. co‘ll_cges and universities to conitruct effec-

. tive systems of self-regulat
educational advancement regardless of race, sex, or handicap, and

-

stabifsh'an

9. In the event public policy-ulzei's.- ook to other. areas of support for 7

on which assure equi) opportunity for . =

3
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v '»j 'Mch also muss such mclflc md tmglblc uhlnlstratiu Issues_,".'

: as: admissions and recruitment: pucticu. student expense. budgets, = .
_horma) :acadenic_progres: - and -

a) ning: DN
B 1nst1tut1cml c"glbmt to pur
tmce mrus. :

(b) stuncthming thc clpu:it and reso volintary lccudiung" sE e
""bodies effectively to assist thﬂr -der 1nxt1tutions in:schisving . .~
.-and maintaining. ministnuu goqd'»pnctice as’ nll u qulllty of . .-
Oducltionll M-S. md o L : o

(c) strmgtMMm the upnity of m thncﬂ ‘on Postucondary L
Accreditation (COPA) to encourage 1nst1tut1¢nll; ulf-roguhtion of
admnistutive prcctices. ST, 2 .

4 Protcction ainst ’-Govormint Control. ;- MAICU :seeks to. lncorpont s
- Tnto @ on affecting high¢r educatfon. . .
“the basic statutory prouctlon of the General: Educatfion Provisions .. -
"~ Act-(GEPA) .against ‘any federal."direction,’ supsrvision, or control =
" over.the currigulum, "am.of: fnstructfon, administration or per- -
sonne]. of - any educational Institution™ o= together with logmmve ’
language to make clear that this’ protection sgainst governmental
intrusion upon the internal. ndulnistution of higher educatfonal -
“. dnstitutions takes. precedmc mr othcr r«mf-cnts of fodenl
and/or. state law, . -

5. Regulatory Reform. NAICU mts to buﬂd on the galns ‘secured ln the .
: ‘R%gu"l atory Flexibility Act of 1980 through ‘engctmen
o hensivc ngulatory iform. llgishtion'

. K ‘(a) to nlim the. burdcns of ngulnory nportlng uqul"
Mglm eduutional Instltutions.‘ E _

-~ (b) to strengthen end refnforc. current’ atutory ; o

" against_the: imposition of final rules md vegulations on:higher . .- . -
educational institutions without proper and adequate responsiveness ... ~ ~ ° -
to public comments made on Notices of Proposed Iulc-ﬂuing (m s) g AT

, rather thm just the- mordino of - such u-u\ts . T

" (c) to provide for congnssloml review of rul wnd muhtlons seh D
.. applied to higher educational fnstitutfons, to certify their «®- e
Y curate rcﬂoction of Congruslonal hglshtl - o '

1ntent" ’
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© . and the Energy Grants program authorized by Title I

.. educational jnuuuuons ¢h

o

(d) to stmnthm thc *due wocus' t:ununtns to usuro ‘that Mnber

o tions n dc-td Mocm mt i5 vronn guilty. o

or {2¢: reinbursement. of  direct: (non-programmatc): costs:
by Mgher ‘educational: 1nstlwtions An eoqﬂyi with federal wan=
dates and: defer iaplementation. of ‘such ummu mtﬂ fodernl funds

'...,mmviddtonl&mmumtuus D8 s
ipo ' atfon: belfeves there 15 0 .

ng nd assisting colleges and.

s 9 SNCOUrag
,univcrsities.in mool 1nn our-industry to meet the new needs created -

by burgeoning: technological innovations and general economic condi-
tions so that higher. education can continuve to provide Mgh qunl ity
_ruurch -and 1n;tructlon|l urvicn to tM nnion.

(a) Ve sre pmiculmy mccrnd &out dtttriornion of upinl
plant and ‘equipment, ‘and. therefore .seek to maintain end extend
federa) assistance progrns for renewal. and renovation of capital
plant,.such as the academic facilities programs suthorized by m:e

of tM

"7+ V11 of the Higher Education Act, the Collsge ""‘""f,“'" program, ;.

Natfonal Emgy Canion Podicy Act.

""(b) We will ‘prass. for new inftiatives which uﬂl ‘seek to ease the
acute equifisent shortages of our:colleges at both the finstructional

" level where literacy in the new technologies 1s becoming a must and

Mmericn: uim mlﬂﬂl

at the graduite research level where our. lnboutoriu -are, on the

- average, t\p or three genentions bcMnd state of un wt mh-

nology.

v (c) We also are concerned uuh ‘the- Mniontion 1n our cwnnt
. science education system and su Uongrnsioml,emrtmitiu to -
- reblila federal efforts . in sclence education so that these cfforts

wore effectively con shars. with _snu and local, governments and- the
private sector the responsibility for: m the eosts of rebuilding

(d) de also are dcteriornion of Hmry n-

crmd ‘sbout; the
_sources, and_therefore seek: to'maintain and-extend support for the
College and Resesrch Library As
" 11 of the luuhcr Eduntion kt

(e) We sls0 are. concerned that the fodcrnl gourn-ent uinuin us :
support for co-operative education programs, in the conviction tlut
such. programs provide an fmaginative way of linking .
ludenic study. ulf-lmp. l\d career prepar ation. . ‘

. D_

violatfons of federal reguln- -

hncc progr-s authorind by mu '
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* (1) Finally, ve' are.toncerned about maintalning end sdvancing the =
- qualityof instructional. rams ‘ond services through which inde. -

_pendent colleges and universities effectively-address the needs of - ... . e

“minority.and other dissdvantaged populations,:and therefore seek to .
e _maintain and-extend ‘federal:s ;provided: under the *aid to -

.. otveloping _fnstitut fons? pre the: Studdrit  Spectal ‘Sérvices:

: suthorized. b i the: Hi

e _ . enterprises

“The Natfonal. Association of Indépendent: Colleges and I T
c:cowbsed by several aspects of the Administration’s proposed FY84 educa- - -

_by working both on campus and off c-pu T

v * Although ft.1s toonr'l fullytoconprchmdtucffcctsofm oposed
restructuring of the Pell Grants ':rog;'-;«md’it requires considerable, - =~ . T
-DYy

o o {¥nes e0d, bos 4
1 ojeent: tax mechan<:

Mederal:iand: state n
{sms:that make no-distinction’ bet for-profit:end: not<for-profi
WAICU thers “wil inve tor closely-all -

ore will:cont '

- emploment tax™1ssues, and will continue”to seek’ena v
" latfon to provide substantial relief:from scheduled increases of - "
such taxes through a system of income tax credits for all employees
and for-profit employers, and rebates:to notsfor-profit employers.

V. "SEPARATE STATEMENT ON ADMINSTRATION'S FYSA BUDGET L

ay

“Universities (NAICU) fs '
The philosophy of student self-halp on which the budget {s based has besn < -
the traditional financial aid phﬂologhy..-ht independent colleges and univer-
sitfes and is particularly welcome, - Further, the proposed increase of .

College bork-Study funding enhancei™e program which has been a most v_ululbl.cv )
component of student financial aid,. Tving ’sgugqts__jn Mlplm g_h-ulyu

further study, we are encouraged “inclusion’ in the proposal-of the .
dramatically increased maximum eward.  On the other hand, we also are desply ..
troubled by the ‘Adninistration's proposal to eliminate funding: of the SEOG, - -
$S16, and NDSL programs, since these three programs provide the essential
supplemental assistance needed for low- and woderate-income students to
choose the independent college that best meets their educational nnds

¢

*e v : k - . o

nacteent of legis-
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Independent collepes md ntversities aire e tereit s

integra): though autonomous’ partaers: | tom of higher - o
education,. While assuring; sccess, ”» c‘iinst,rt‘,uﬁom Ly
prmugqmyw valug=oriented. fiamln'ﬂgging

(3 K

¥

“colleye ?z'id;;wnsm!o
~; statewide: postsecondary
" cipation of ‘all sectors of
- .. independent - sector, :and: specific reprasantation on. 1202 Comisstons. . .

However, suth policies sust ‘not:Compromise the autonomy and fintegrity of

independent colleges and_ universities. | . = o0 v

I1. Through fts polictes and plan each state should address itself to three
key components of .independent higher educstion --:.students, institu~ : oo
tions,’ and donors., MWithin the context of its carefully determined pur- -
poses ‘and Tegal and fiscal strengths, each state should employ a combi- - .
“nation of the following elementsy: . e -

A STUDENT ASSISTAMCE — © .

_ States should.strive for and c@tih&lﬂ& re-evaluste ‘,Wﬁve .
-student assistance mgv;—_ing:qithin_thg!olloﬂng spectrum: :

", 1, Mon-Nsed Baged Grants (Tuition E alization
should have equal access Te
higher education.. Because every ons of the fifty states .
+provides non-need baged subsidies for students attending -~
state-supported fnstitutions, we urge that each stete serious-
- 1y exmmine the concept of non-need based tuition equalization
_ gronts for students sttending independent fnstitutions. - - ] )
s AR R S T o
2. -Need-Based Student-Aid: - We'urge exch-state to developand- - . - - . -
*dequately Tund programs -- coordinated with the federal .
student assistance programs =-- to provide all students with
nic:n.;md choice to all of higher educstion, based on finan-
cial need. . E L : '

AR B Academic Scholarships: States should establish and support

© ... T grants recognizing mdu encouraging academic potential and

=71 . achievement, to be utilized st the institution of the = -
student's choice. - .. e

'




50 " 4

‘sumnt Loan ams: Each state should rmo ¢ student lom
'mg_'i'l'r]'?ﬁ%ﬁr q 13 tM m«m mrm

. .5, Cut%inl %%g;-s cmlcol woqrm ulu. they . '
. uldb scriminatory with equal’ BCcess nd mm mong - G
- lvmmanimitf : S

3 ptrectiln mui«ml A} - Direct fnstitutional: ou'mow
| ,w—ur.oh—mm—\ role of {ndspendent trstititions in

utlugning state cmm te nﬁnmiol nving to
state. . -

. Contrms 1or Smms. sutu slmld amucr mtru:tlng
utions to: wovldc oduuueml ur-

vlcgs.

3. Afd to the mnaié’ and Energy Oommnionz lmulng o :
requirenents -conservas ' L
tion entafl uno oblieatlons for uslstm in -uting ulou 3
-rcquirmu. .

. 4. Tax Ex 1ons. nch stnomuldswpmmd encoursge
‘ gher education institutions in the quorumco
“of their educationel purpose by ulntoiniu u-pmm from
property-and sales tu.

i

5. .Technical S«vicn and lmurcu' lmm.nt umm md
universities should have access to state technicel services
and resources, such as mcr and Vibrary satworks. Coopére o
ation between state-supported end mm intltutiom 1|| i
. such L _should bc mwm - .

-6. Program _il_qlicmons su_tu ﬂ\onld pnnnt iaplicmon md
overTapping o fties and wo?r stm-lmwtu :
ist ng 1nd0

institutions which u-mm ] m 1nt tus
tions., - . /
7. "‘m.con . mmqu of opportunities aveflable
pdmc 5 oher aducat on should be

fmy and u:cwnoly presented by m-eollm counse] 1u. .
C. CMARITABLE comxmms ' S ; z; :

"States should provide Incentivas for charitable mtributlem
higher education tmm tax deductions or cnd ts. -

fmme

bl ‘ ' L
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" Mr, Sivow, We will call our  final witness, Charles Tildon, Jr;

resident of Community College of Baltimore and then we will go. . - -

immediately to‘the markup.:Pleased to have you here with us, Dr... -
Tildon. . " = "o g

- STATEMENT OF CHARLES G. TILDON;, JR, PRESIDENT,

"~ COMMUNITY COLLEGE OF BALTIMORE . ¢ - .

. Mr. TiLooN. Thank you-Ver{',éxﬁuch, Mr. Chairman. I am pleased
to be here. Mr. Chairman, we believe that you have come up witha -
measure that will. streggthen both higher education and our Na-. - -
tion’s ‘commitment ‘to i
‘ppFortunity to express our sup rt for your bill, H.R,

N

144,

ducational access. And we agpreciate »this‘ C

express that support on behalf of the Association .of ,_Cpmmunity', Lo
College Trustees, and the American Asgsociation of Community and -~ .
Junior' Colleges, particularly its Joint CQmmiBBiOH:‘6‘!'?'{1"@(191'51\'1‘91&-”' Pt

tions.

““Incidentally,  served as a member of the board of trusteesof the . - -

Community College before I became its president. ="~

Spurred by'a generation of rapid growth, the com

munity colleges -

‘have become the Nation’s largést avenue of ‘access to higher educa- - - i

tion. The American Associatior: of Community and Junior Colleges . - o

has just completed an analysis of enrollment data gathered last fall-

showing that nearly 60 percent of the;students:'who;started college . :

in.the current academic year hlave:enrolled: in-',communi.t%(‘{.colleges.'/", ;o

What is equally significant’about. the growth ‘of the

year col-

leges is that they have come.to serve much larger numbers of mi-. -

nority students than.any other segment.of higher ediication. There
have been dramatic strides at the Community College of Baltimore

in just this regard in the last decade.- In 1973, before_our’ Harbor - i
“Campus was built, our programs were centered Jlargely-at a mid- .- . -

towh campus, and

we were serving a traditional college population”. -

“of about 7,000 students, a full-time equivalent-of about 4,700, of . .'

“which just 330 students received financial aid. : -

- 'Today our.campuses of the college serve 11,000 studenits orafull- -~
‘time equivalent of 6,100, of which 75 percent are minority students - -
-and at least 77 percent are fmanclallﬁ disadvantaged. Sixty percent -

“are 23 years of age or:older and blac
' The growth of the-community colleges. has not happened as a

women comprise our largest

matter of chance. It has come’ about by design ‘and local-and State-- -~
_and -Federal lawmaking all have played important parts. Title IIL -~ -

" program, -which your bill would amend, has contributed significant-

- ly to the development of community colleges: and your bill would "

" give that program a new dynamic, making it even more responsive '
“to.the individual needs of the institutions that the program serves. .

‘The flexibility that the bill would add to title IIl-would be an im- o

. portant factor in.serving those needs. . - .o L
" The Community College bf Baltimore is unique:in that it serves = -
“the-adult learners of the city; a city that ‘has. the highest tax base

. among the jurisdictions of the State of Maryland. While Baltimore -

“'has just .40" percent”of the “population in ‘the. Baltimore-standard D

" metropolitan statistical area; the ‘city has much higher concentra: . .-




Vo
! v

"It Has 86 percent of the States black po atlon, b6 percent of

the State’s:b4 years and over; 68 percent. of the State’s families’ who "

. . are headed by a famale; 60 percent of the State’s workihg poor; 58 *. '-‘
» ercent of the State’s unemploy&d; 72 percent of the State’s pover K .
evel people; .53 percent -of all “the- ‘people i with less than>a high - =

school education; and 63 percent of the State’s\juveniles cited i in de-

gnquency cases; and 70 percent of unemployed black: youth 1n the
tate G
Tailoring our ‘programs to such populatlons, and’ maxlmlzlng the,' :
_impact of available resources, requires great flexibility. With the
- endowment and the private support that challenge, grants could

help us develop, our programs could be more: easlly’" lapted and -

targeted . to both the needs of the private sector," including .the .."
major. employers operat1ng 1n Baltxmore h the éommunlty as a:

" whole. -
" The change that H R 2144 would Jmake in t1tle III would beneﬁt:}

both the participating. institutions and the program itself in‘several.'

ways. By its historic name, the title III developing institations rec- . "

‘ognizes the national interest in development.of particular institu-- -

. tions it serves. For a host of yalid reasons, endowment building and s

- development had become virtually synonymous'in"highér’educa- -

tion, particularly in the more successful public,and private univer. = -

' sities”and colleges. Endowments unquestionably ‘have made very . :

.. significant contributions to both the quallty and stablllty of ther ‘
finer institutions. ;. -

= It is clearly in the natlonal 1nterest for the same. reasons to pro- .
; .‘;mote endowment building  in ;those - colleges that‘-m'e in the front
~lines of expanding access, conven1ence, and ecofiomy in- postsecon-b‘

dary . educational - opportunity, . This is true today: especially when -

& - better skill training is.essential to meeting the international chal- o

" lenges in’ technology and: productivity.- ‘Community colleges must = ..
'play a vyital role in 1ncrea81ng the. employablllty of all of the Na e

it would heighte

tary. ef
.~ broad range of services and skills, beneficial to both the communlty_'

‘ . t1ons human capital.. "=
+. .. Your: bill,; Mr. Chalrman, we th1nk would st1mulate development“-'-_.-i-
. in-our colleges 1(; ;at least two more ways. 'On'the one hand I think - "

_ he national competition for" part C grants, which -~ -
.. -would have: the: very ‘beneficial-indirect effect of sharpening both .

-+ ‘the ‘planning’ skllls, the planning systems, and the development and . .

"" leadershlp gkills'in our institutions. - o
oIt is ?ulte apparent that title III- has already had a h1ghly salu- S
ect over the years in encouraging the development of a

colleges and their communities.

.~ :On the other hand, by allow1ng the challenge grants to be used” .
" to. attract endowment support you would-be helping colleges to. - .-

. ‘awaken the .interest of alumii and the larger communities they . .
., serve. These groups must both see the’ 1mportance of success.of the .
. . ingtitutions. Endowments have proven ‘useful: m attract1ng glfts:_"

- that speclfic projects sometimes carinot attract: -

' theatestlmony I have just presented.:

L -Chairman, we urge the adoption.of House Resolutlon 2144:._‘_;':,
. and I -might add that I am available: for questrons w1th regard to." s

[The prepared statement of Charles G Tlldon Jr follows]




*PREPARED STATEMENT of CHARLES G. TILDON, JR.,
SRR - -Of BAUTIMORE IMORE) MD, - .
. MF; ‘Chairmian;” we believe  that"you’-have’come" up with & mensure  th ) BN
strengthen: both - higher: edugation.and our’: nation’s commitment 'to’ educational.
nccess, and we appreciate_this:opportinity to express our support fot-youir bill, HR. ..
2144, '-:'l“expresa ‘that- ‘support. on'behalf-of 'the - Association of. Community. College . ...
Trustees; ahd the:American-Absociation of Co_'mmunitx and Junior; Colleges, particu-" .
l‘nrlKi‘m._Joint Commission on Federal'Relatiofis, Incidentally, I served as a member: .-
%fvt &Botard’ofl'l‘rnstees of the Community College;of ’Balt_ila,otjg“before I'became its .

resident, 00 T i et T T L e s gy

_ Sru‘rred by a generation of rapid growth; the:community colleges have become the. -
nation’s largest avenue. of access to higher education: The ‘American Asgocistion of -
Community and Junior Colleges has just completed ‘an'analysis of enrollment data” - - .~
g}u:there,dlast fall showing that nearly 80 percent of the students who started collegein = .. . .,
the current academic year have enrolled in community collegesy: i i« - no 07
.- What s equally significant about:the growth:of the ..two-dvegi:a lleges:ia. that they =
have-come ‘to’ serve: much:larger- numbers of minority:students:than. qny:othori_squ-z--:
ment:of higher education,: There -have heen dramatic gtridés-at the Community Col- -
lege of Baltimore in‘the last decade:- In:1978, before our Harbor Campus was built,”
our programs were centered largely at'our midtown. Liberty’Campus, and -we were - ... - ...
serving & traditional college population:of 7,185 students or:a-full-time.equivalent - .
student:population of 4,718 of which just-830 students received student financial aid: .. '

Today, our campuses of the: Community.College :of Baltimore. serve 11,000 stu-'.
dents, or a full-time equivalent population-of 6,100, of which:seventy-five ‘percent. .
are’ minority students, and at least:77 percent are;ﬁn’_anmall{ disadvantaged, Some .
60 percent of our students are.28:years of age or older, and black women comprise, -
our:largest gingle group, « T ¢ iy el T T e o e
.. The growth of the community colleges, has not happened as a matter of chance. It :
has . come 'about»lgly}.;design; andlocal, state; and federal:lawmaking all ‘have played
important parts. The Title III' program,.which"your bill would amend, has. contribut.:
ed significantly to the devélopment of community colleges, ‘and your bill:would give.

that- program “a ‘new. dynamic, making: it even more reaponsiye to the- individual-
nieeds of the institutions that:the program serves.'The flexibility th ‘the bill would '
‘add to Title IIT' would bé an important factor in serving those needs. e
~The Community College of Baltimore is'unique’in that is serves the adul r
.of .the city-that- has the: highest tax basesamong_the jurisdictions’of ‘the State.of :
Maryland, ‘While Baltimors has: just 40 percent of-the-population-in the Baltimore
Standard -Metropolitan Statistical Area, the City has much higher concentrations of - -
special populations: 86 Percent'of ‘the'black population; 56 percent 'of .those.aged 54 .. -
and-over; 68: perceént :of those’families ‘headed by a female;’ 60 ‘percentof workmg g
poor; 58 percent of the unemployed; 72 percent of those below the-poverty'level; 53 '~ -
‘percent.of all persons with less than.a high school education; 538 percent of juveniles: -
‘cited in"delinquency: cases;'and 70’ percent of unemployed black youths. "% o
* Tailoring our programs to:such Bopulatidlis‘and ‘maximizing the impact of availa
ble resources requires great flexibility. With the endowment and;t.he.g:ivate'support ;
‘that Challenge grants could help us develt %, our’: programs-could” be’ more, easil
adapted and targeted to both the needs of the private sector, including’ the major
en'nliﬂoyers op,eyratihg{intBaltimdre, and the community as'a whole... . o o
-The change that H.R. 2144 would: make-in Title TII would benefit both the partici- :
pating institutions and the program itself in'several ways. By its historic.name, the
"Title III" program-—Developing - Institutions~—recognizes - the - national interest. in
.the “development”’.of the particular: institutions it serves. "' w0 don: i
" For a host of yalid reasons, endowment building:and-development hayve.become:. -
virtually,‘synbn;'fm&'ua in: American: higher education, particularly in the more suc-° = .~
cessful -universitiés and private colleges. Endowiments un%uestionab_ly"»hpve'.’- made - .
wt/ery, significant contributions to both the-quality and:stability-of the'finer institu- .
HONS. . E ool e T e e R e
It ig clearly;i'n%_ ¢:national interest; for the same. reasons, to prc mote endowment
“building in those ‘collegeés that dre in the front lines of expanding access,.conven-_
ience, and economy:in 'f‘os!;secondary ‘educational opportunity. This is'true today, es--
-.‘fgcially. when' better skill-training’ is-essential to:meeting the:international chal-
‘lenges'in techriology and productivity. Commiunity colleges must. play: a.vital role
.increasing the em‘&by‘abihty_ of. ﬂl'@he_'nation_’_é'hu,man'c%pi_tal . AT
*:+ Your bill, Mr: Chairman, would;:we"think, stimulate development:in-o .colleges
'in’ at least two more ways. On the one hand, } think:it would heighten the national
* competition for Part C grants—which would' have the.very beneficial indirect:effect




e gestions

of shar nlng both the plnnnlng uyatems and the dovolopmentdeademhlp and skllls o
“in our natitutions. ;'
“. It1s'quite apparent that Title i1 hos nlrendy had a hlghly salutury offect over the '
© . years in encouraging the: development of a broad range of servlces and nkllls. honeﬂ- _

cial to both the community colleges and their communities. -

"On the other hand, by ‘allowing the Challenge Grants to be used to nttract endow ;
ment support, you' would be. helplng colleges to awaken the Interest of alumni' and’i;j
the larger communites they. serve. These groups must both see the importance of-,
success of the institutions, Endowments have proven useml in_attracting gms that""
- specifio Krojects sometimes cannot attract. ' o ‘ o

. Mr. Chairman, we urge CongresstoadoptHR b4, - S
~'Mr. SiMoN, Thank you all, very much. - ' ' _
‘The :Chair. has no questions of the’ w1tnesses I would mention, :
too Mr.. Quehl, -that' your. two suggestions, we are going to be.
'rtakmg care of through amendment““" Ve: th' k'th y ound sug: -

MrColeman i
. 'Mr. CoLEMAN. I don t have any questlons, thank you - g
" Mr. SiMoN. Mr.;:Andrews. " . ‘
“Mr. ANprEws. I am just. honored to have my colleague from Ra 5

o lelgh here with my other good colleagues.:

o Mr. ROBlNSON ank you, Mr Congressman, I am pleased to be
- - here, .’ .. . ‘.ri"-
: Mr. SiMON. Mr. Gunderson e ;
" Mr. GuNDERSON. Thank you, ‘Mr. Charrman T will trﬂ to be brxe i
"What is. the average: size of the grant-under part C that a typlcal"
college receives at'the present time: Any idea? - - _ L
Mr. Titoon. We (})&Jt have one..I don’t know the average ¥ R

Mr.  GuNpERsoN.(We -are -~ talking about malu ese grants
which are presentl lgermmmble for a number of x‘lt uses‘also - :
for endowment building. I am interested in. what. the average size
* . of the grant a’ oartlcular college or umverslty mlght ] eiving .

today would be in dollars; : T

- .-Mr. Rosinson. You: mean under the challenge grant——- ;

" ‘Mr.. GUNDERSON: nght g
- Mr. RobinsoN. I can't speak for all.of them, but I can say in the

" case of m institution' this year, we are gettmg a challenge grant of :

F j_,.$69 000 which we match.:

“Mr. GuNDERsON. That's.on the: tltle oL _
- Mr. TiLboN. My: college does not have a. title C ant at the tlme -
~"Mr. RoBinsoN. I'think that is fairly. typical, the amount that I-

E just outlined for the universe of institutions that I. repres‘ent ‘That

R bmldmg in your university?- .

- “our‘case, really. "

L. /18fairl typical for those who received a challen% ‘grant. Many of
sthem did_not receive challenge grants this year but for those who‘v
‘did, that is about the.average amount that t ey received. . ‘

"Mr. GUNDERSON.: If this bill were enacted into law and you hadv
the opportunity to. use it for endowment bmldmg, approximately
what percent of that 69,000. match—that gives us about 140,000— .

_ about:what percent of that would you -gee gomg mto endowment
~-." 'Mr. RosinsoN.- In my own »case, we 'would put v1rtually all of 1t-, :
= mto endowment if it were left to us. And I am speaking:now for
~“one.institution.’ We would put v1rtually all .of 1t mto endowment in.-

Mr TILDON In our case, I would say the same thmg




Mr. GuNbERsON. I don’t:want:to:pursue what sotinds like-a nega-
yeu-line;:oﬁ'fquesﬁqning*?butiswtm,t;.,b. you: us ».-th‘e'émon'ei;'for:'_n’ow;*if'-"
/i8 ‘not s:imiportint that‘you would:take it all from'that and pu
-into endownients? That surprises ‘me that'you would takeé'it-all.: - .
‘Mr, RonINgON. 'Well, .Congressman;perhaps ‘alittle more:infor- . " -
iation about this particular university of institutions that I repre- " -
ant, let’s take-a-typical private institution of tha kind that'I repre- =~
ant, and let’s take ‘one:of the UNCF institutions..I. was pointing . ...
ut in’ my document' that:the dverage one has:an.endowment less:- .~ =
aan $1 million, and the per capita-amount that that -endowment. . - -
enerates is less than $3,000, or about.$8,000. per‘student: whereas - .= -
r.atypical - institution outside ‘of. this: university is about$5,000." - .
'hez-r'lgoint“l-was trying to make eal,l{-,:iz.is.':;and".in'f.za'nsWe,r:tbvyou LI
uestion, it is so-critical to this:particular-universityof:inst{tutio
hat-that:be. a-sustaining factor-and-endowment: here: ig:a gustain
1g factor this.does:not negate the’fact that:the.funds. that are-.
eing currently. spent this'year under the matching programis'not. .
very important one, it:simply means in: terms, of where does one " " ..
lace"his’ priorities. The. priorities I would ‘suspect:would:be on an, .. -
ndowment, ke T e e e
‘Mr, TiLboN. My answer: was simply .in. response to what I.would - -~
°;if1"9€£lied for a challenge grant at my institution under titleC. = "
llearly there are other titles, there are ‘other:sources:of funds that = ..
‘would-certainly want to be.using.to continue to develop the’insti- ~ - -
ution.. However, I think that % is extremely.important while you
re-doing those very, very nitty, gritty thirgs.that need to'be done, - - "
o‘dévelop aninstitution to make’it compatible with other institu-. - .

ions; a significant part of that is'beginning to:develop an endow- .: -
nent so that you:begin to.generate:income even-if.it:is a small - . =
mount, to demonstrate to: the: larger. community that you want: - -

hat kind.of participation, ="

~Mr. GUNDERSON:.Go.ahead, Mr. Quehl. - ~." w0l on v
‘Mr, QUEHL. Let me take a soméwhat different angle oh.that, if T "
ould: Speaking generally about the:wholesector of the ‘Nation’s : -
mall private colleges.'I am talking:about some:750. institutions.::.
ver 60. percent: of .the students ‘attending’ these colleges:receive '
ome form of financial aid. Those ‘private colleges that have sub-: .
tantial endowments, they are able to pay for. this: aid; which by -
he way’ mostly is institutionally funded aid, is not Government : -
iid. They are able:to pay for. this institutionally funded aid: princi-
ally -out - of their endowment. Where you have institutions, and:-..
his' would be the majority of those small private colleges that do. " "...
1ot have substarntial ‘endowments.: You have a situation that re-:
uires the institution to take institutional aid out of annual operat-
ng revenues. A. very:different concept. What this means at'a’pri-. =~ -
rate institution is that. students. and:parents and’families that . . = ..
iould -afford to pay -the:full ‘tuition’are;carrying students:who = - .
.anndt on their backs:- And: what happens-is‘you.are creating.a vi- -
iotis cycle. It is necessary for you to:continue’te increase tuitions . -
o provide ever larger amounts of student financial ajd to more'and ...
nore students if you are:to compete for:the declining number of
ollege age students. .- T _ e .
-What :the endowment building concept does is"to-halt this, this
ricious cycle.-It says' ng to the extent that'we are going tobe pro-.

3







Mr. Smon. If my: colleague; would ‘yleld; T don't thlnk y0u can
ind any bardcer who is ‘going to” uee is:as’ security if it has'to be
returned to the Secretary o the. "l‘reaeury N : i

vEHL. Correct, - . : , NEARENES

Mr. iMON. So I don't think you have a roblem. L
~ Mr. PAckArp. But the bill'does not address the fact, that if it is S e
abl ated it would have,‘to be returned only lf it were actuolly ‘

Mr. Smou. The bill keepe that portlon baored, and I’ don't think
you are'going to find 'any bank or mortgage institution that is =
?olng to permit that portion to be used as security. So I think there -
8. not a problem here unlees you he;ve a very nearsighted banker in
some community. L

r. Boucher. - AR R i,i' ;

Mr. BoucHER. No queatlona, Mr. Chalrman by oy
~Mr, SiMoN. . We_thank .you. very,-veﬁy much for your teetimo
samd the aubcommlttee wll move imme ately lnto marklng up H.

[W]hereupon, t 10: 58, the. subcommittee proceeded to other busl
ness
[Maternal submrtted for incluslon m the record follows]

[Excerpted from The Colloae Endowment Fundlng!Plnn b& ] orlck D. Pnturwn. Robert R. Moton Momorinl
natitu ]

A PU\N FOR Gmmumno Cummm' Incom: ND Ennowmm'r AN lN'rnonuonon

(B}' Luther H. Foeter) ‘ ..~

i S
'l‘he College Endowment Fundlng Plan- (CEFP) is & new conoert pro to ad
iress one part in the oritical problem of flnanoin higher education, The Plun pro- -
ects a practical way for a college or a group of colleges to increase.and stabilize cur- ;
rent income and, in. the long run, to generate. endowment.. It is designed to'serve ' . ' = ..
Logecmlly the:small private colle%es that..are “often” at unusual disadvantage in'._ , .. -
ay's higher ‘education finance.' CEFP. |s in the’traditioin of the:American free.. * : . . "

snterprise systémacombining: the volunteér philénthropic-entrepreneurial-financial ..~ .7"
strengths of the American setting to provide colleges, through self-help,’a new meas- P
ure ln fiscal stablhty—a stabllrt;' that in recent years:-has rapidly been eroded. : -

inancial crisis facing colleges.—A sfanding complaint from ‘colleges general- :

small colleges partlcularly, concerng their difficulty in securing monies for
easrc operatlone e stea VA in-educational costs, which stems from inflation :
and from competition in the atademic marketplace :for well-prepared professional <
?ereonnel creates_problems’ that must. be faced in the: operating budget. Monies .
rom foundatlone, industry, and-—often—lndmdual givers are usually donated for L

|a purposes and are usually epeclﬁed to, be spent over a l}ml period of years. -

.,onsequent A a college faces. serious “lpcome replacement roblems when any" b
short-term s Yroject grant ends

Private co eges America aregn gerious ﬁnancml trouble. Even ‘the wealthlest - .
are reporting deficits, and many-are effecting major reductions in"program expendi- :
tures to avoid contmulng deficits.. Whether the trend can be slowed and reversed
without .seriously damagmg ‘the quality of their programs is an o en: question. In -
recent decades, many private colleges expanded and diversified their offerings to..
meet the. nation’s need .for new educational opportunltles, and it s ironic Indeed
that, because of escalating costs, these very.institutions cannot now foreeee thh any
xértainty how to assure continued service: - -

Public colleges- too are encountering -financjal stnngency des lta theu‘ often sub-
stantial allocation of budget funds from public sources, Especially affected. are dreas’.
of desired program enncﬁ ent,” which are. not’ normally considered ap roprlate for
major public support. Here, partlcularly, CEFP may. help public institutions.. . " .

‘Many colleges’ have little:or no endowment: These institutions, as well as those = _
mth substantial endowments, find endownient money hard to raise. Moreover, pri- - s
vate oolleges find their autondtny tendstb be threatenerkf they place heavy re-
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Hunces on on ono;uoésrco ol"Jncomo.- public funding in particulsr, Endowment pro-. .
_ vides the one Indepondent-and continuing soures,of Ingome. . .5 o et
.. " If the values of ﬂv private indepengeént collo%n are to bo_retained by. more thdn -
a token number that are well financed ‘and if public colleﬁu are to provide for, their
_ - studonts enriched exporlences not avallable from tax dollars, both groups must be ..
“ ; financlally-strongthened’ to meet .tho. challenges of opportunitios they face; The"":
= - offect-toward this end shouid ba one which achieves-baaic stabllity through the pro- -
vision of adequato endowment, " L U T
- Essentials of the plan.~CEFP is simple in concept, efficient in operation, ecconoml
‘ cally sound, and a practical way to enhance the long-term financinl vlnf)lllty ofa
colloge, The nim s to nchieve immediate and continuing budget income through the .
buliding of endowment funds. In CEFP, ono unit of private gift moncy Is combined
with three units of o commercinl loan, To the four units is added an endowment
. component that Is half the amount of the basic gift, and that may come as part of -
the gift or from other spurces. The investment of this package producos. modest -
income for the current budFet and ado({uhw capital to ropay the loan during ts ..
torm and thereaftor to provide an unrestricted ‘endowment fund, The fund so bullt "
will be sufficient to continue allocations to the annual budget at the lovel orlglnnlll{'
- scheduled, Detailed -feasibilit; .chlculutlona"and-uuggeutiona of possible CEFP. modifl-
catlons to fit. the noeds of indlvidual college losc ter Here, 1
say that thoidea la workable, . <" -7 " R ST
- CEFP applies -tested principles.—~CEFP:is a treative combination of -several long: -
: »estalzllqh concepts In highor education fInance, fund ralsing, and program deyelop- -,
ment.: A . s i o - L - S P

Lo

- The fedoral government and other publicsand ‘private ‘agencies have for decades -
- appropriated funds to lend to colleges for erecting physical facilities.: Under these -
plans, funds are invested in'a ‘ph)tmlcal asset such as, a dormitory, and the rontal "+
ncome Is used to pay- Interest on the loan and to repay the original capital invest- "
“ment. The endowment. fund of a college provides fiscal stability in the same way .’
that a sound physical plant provides stability to a housing program. Both are vital
resources to -help undergird a successful college program. LT
CEFP further encourages private phllanthrod)g :which has alyg n a stalwart: "'
" resource_in. higher education. finance. Under ,;the donofFgens In three ways; '
without the:Plan he has only one major benefit. First, he has the satisfaction of su. ;- :
porting a specific cutrent pro‘fr’a‘m_of the college, He has the assurance that his pro- "
‘ gam—-or, ‘equivalent—will be continued.through the etdowment feature of
. _CEFP. Finally, he has the satlsfyinig knowledge that his gift is multiplied: threefold "
3 by the loan features of the Plan.- : o : e e T s
CEFP. encourages responsible college stewardship, for its challenges the college’s ..
copstituencies to preserve and enhance-the quality of thelr institution. Such
. may help avert-the loss of ﬁnanclally?lagued but.n¢eded colleges. Because. -
feasible at various levels of funding, the college elopment officer. can approach:
small donors and ‘special interest groups withinthe alumni or other constituencies,. "~
- a8 well as persons who might contribute~qore substantlall{. CEFP gives the college - -
-a vehicle to financial salvation or at least some portion of it, N L

=", The federal government and various other governmental units bénefit Indirectly - -
“i-. . from the operation of CEFP..The availability of higher education experiences for ..
Americans, regardless of their state of resldence, is a keen contcerri of government—_ -
.. federa), state, and lower levels, The. public is the beneficlary when any college, =
*_ working with initiative and through the private philanthropic and financial sectors, '. -
. ~.can strengthen its-financea to render vital educational services. These .private’ ef--,
. fotts may well be multiplied-and enhanced significantly, with direct benefits accru-- -
* ing. to.government, if governmental units can work out appropriate arrangements to -
share.in, CEFP through such means as federal loan guarantees, interest subsidies, .
and demonstration programs. History suggests precedents for such involvement. . -
_Limitation of CEFP.~The plan-is-not & panacea. It does provide a practical way -
for college management and trustees to address a major concern about budgets—the
provision of current income in- the years ahead, with some assurance of its stability. 5.
CEFP is designed primarily to- facilitate generation of endowment .for colleges -
where an additional $10 million, $20 million, or $30 million would make a real dif- -
ference. If a college is destined for liquidation for nonfinancial rebsons or because it -
needs 'a massive infusion' of funds, CEFP cannot save it..However, the CEFP concept .
s .mzla}' well be useful for some special purpose at a larger institution, - -~ 7 o
articipation in the pool:of loan funds will need to be subject to formal limita-' - .
tions, especially if the %ool were to be established by-the federal governinent or by a

. state government. In the case of small- and moderate-sized institutions with sound -
programs and a s/trong potential for achieving financial stability under CEFP, an -,

N .
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qulublo buln fon the. lharlnc will have eo'ba determined.. Tho pauol nw. rollow’, o

iggost oriteria for floilitating socess to:such loan funds, .- .
Co‘ilouo Ehtli wmient Funding Plan, a’ cmuyo ajpmch to flscal’ i&bul

:lloga finance, lins been | nveld unddr th

m, who has had long exporience, especinlly in addressing the financlal concerns ot‘"
Ay ntle LYEFP isa mpgmlblo idea that mnkos fta” - ‘

mtitutions with modest income potontlnl.
pponrunco ata orltical tlmo. s

o

o ablo guidance of Fredorick D, Patte:




