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HEARING ON THE REAUTHORIZATION OF THE
HIGHER EDUCATION ACT OF 1965: THE FED-
ERAL ROLE IN ASSISTING COLLEGES AND
UNIVERSITIES ‘IN _PROVIDING GRADUATE
-EDUCATION ] o :

WEDNESDAY, NOVEMBER 16, 1983

House oF REPRESENTATIVES,
SUBCOMMITTEE ON POSTSECONDARY EDUCATION,
COMMI’I‘TEE ON EpucaTION AND LABOR,
i Washington, D.C.

The subcommittee met, pursuant te call, at 9:30 a.m., in room
2261™Rayburn House Office Building, Hon. Paul Simoh (chairman
of the subcommittee) presiding.

Members present: Representatives Simon, Petri, Packard,, Cole--

, man, Gunderson, and Penny.

Staff present: William A Blakey, staff director and counsel;
Maryln McAdam, léglslatlve assistant; and John Dean Republlcan
assistant counsel. & -

Mr. SimoN. 'I‘he Subcommittee on Postsecondary Educatlon 1S

¢ continuing its hearings on’mauthonzatlon of the Higher Education
-~ Ast of 1965.

Our hearings today focus on the question of the Federal role in
assnstlng ‘collegés and universities in providing graduate education.
. The isgues before the subcommittee are clear but difficult. In times
“of bu getgry restrajnt, what is the appropriate balance between
undergraduate and} graduate assistance? Should .more Federal
funds be committed to graduate studént assistance whén full access
has not been achieved for undergraduate students? Should existing
programs,be expanded to include graduate students or expanded to
include more graduate students, for instance, in the NDSL and the
College Work Study?

What reasonable loan balances should be established for gradu-
ate and professronal school students in view of the rising costs of
graduate law and medical education and the overwhelming debt
burdens being assumed by so many graduate and professmnal
school students? What impact have the Federal Government’s ef-
forts to expand access of minorities and women to graduate and .
professmnal educatjon had over the past 5 years and what can be
done to improve those efforts? '

Well, these are among the questions. And then, sunply, the

. whole question, are we really making graduate eduoetion available
to people who- ought to, be taking advantage of it, and also the
whole question that’s been addressed; are we segregating graduate

) ()
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education by economics? If I can use an illustration 1 have used .
before: My daughter is now a student .at Georgetown Law School, v
- withh a tuition of $8,200 a year. How can a family of very limited |

means take advantage of that, and is it healthy in a society if we
exclude -people of limited means from many of our schools?

Anyway, these are the questions we want to take a look at. * ."-~

Before. we introduce our panel, let me call on My colleague, Tom
Coleman. - <O
Mr. CoLeMAN. No comments. - _
Mr. SimoN. Tim Penny, 'do you wish to add anything before we
begin? * _ '
Mr. PEnnY. Thank you, no.- .
- Mr. SimonN. The first panel includes Terry Hartle of the Educa-’

¢~ tional Testing Service, Dr. Anne Pruitt of Ohio State University,

-

-, and I¥ Louis Sullivan, president and dean of the Morehouse Medi.
cal College in Atlanta. The three of you can come on up.
[Prepared statement of Terry Hartle follows:] R

»

PRrREPARED STATEMENT oF TrrrY W. HARTLE, RESEARCH ScienNmisT, EDUCATIONAL
: . TESTING SERVICE

.

*My name is Terry Hartle, and I am a research scigntist at Educational Testing

s Service. Accompanying me is Richard Wabnick, an education policy consultant who
co-authored the study you have asked us to discuss. We are grateful for-the opportu-
nity to appear before this committee.

The educational indebtedness of graduate and professional students is an issue
that has concerned policymakers and educators altke for several years. There are
widespread fears that postbaccalaureate students are assuming excessive debt to fi-
nance their education. Such debt, it is believed, will create an unreasonable burden
when students begin to repay the loans. Others worry that large educational debts
will force students to pursue financially rewarding occupations, influence marriage
or.family plans, and affect students’ ability to make large consumer purchases. .

Congress recognized the importance of this issue in the Higher Education Amend-.

. ments of 1980 when it instructed the National Coinmission on Student Financial As-’
sistance to examine educational indebtedness. Qur study was undertakén to provide
the National Comniission with some information on this question, In designing the
study we worked closely with Robert G. Snyder of the Commifyion's staff to assure

.. that our work focused on the issues likely to be of greatest in “to the Commis-*
sion, the Congress and the Department of Education. The three issues that we con-
. centrated upon were: i .

‘ Thé level of educational debt for graduate and professional.students; the extent to
which student debt encumbers future income; and the effect of repayment options /
on debt burden. ) - ‘

The, issues are easily stated and conceptually the problem is straightforward. Un-
fortunately, the answers are difficult to obtain. The available information on stu-
dent borrowing is sketchy and incomplete and- given the time and resource con-

- traints that governed the National Commission’s work, it was Impossible to gather
more detailed data. Qur approach was, designed to assemble as much available infor-
mation as possible and analyze it thoroughly. However, because we relied only on
-available data, we were forced to make numerous concessions’ and assumptions to
complete the analysis. In doing so,.we sought neither to fnagnify the éxtent of stu-
dent debt nor conceal it. Rather we made relatively conservative assumptions that,
it oug judgement, provided the Commission with the most accurate picture of educa-
tional indebt&)ness. .

More(specifically, to investigate student debt levels, we relied on data basgs avail-
able fro(&\hghe Association of American Medical Colleges (AAMC), the Graduate and
ProfessiGiial Stwdent Financial Aid,Servico.(GAPSFAg), and the National Center for

Education statistios (NCES). To determine whether the level of borrqwing might
create a repayment burden, debt levels were matched with estimated future-income
for several major fields of stud{:. The income calculations were devised froth Census
Buteau and National Research Council estimates. None of these sources* provide
clear, unambiguous information on graduate and professional school debt for all
fields of study. However, by reviewing this evidence it was possible to c?pile a pic-

.
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ture of debt levels and debt burden that provides substantial insight int‘,‘o cach of the
issues. : .

Debt levels.—We found that the level of student borrowing varied considerably.
Students in medicine and law had the highest estimated debt, while students pursu-
ing a master’s or Ph.D in the arts and sciences showed, on average, lower indebted-

/ ness. More specifically, among students who filed for financial assistance through

the Graduate and Professional School Financial Aid Services (GAPSFAS), the esti- -
mated median debt for 1983 graduates was: medicine, $24,500; law, $14,700; business,
$9.000; arts and sciences Ph.D., $6,800; and arts and sciences masters, $6,000. 1
hasten to add that GAP3FAS filers are not representative of all graduate and pro-
fessional students and thus these figures probably overstate the national average.
GAPSFAS students are, however, exemplarg of those students.who have borrowed
heavily to finance their education. (Table 1 shows estimated student debt levels
from a variety of sources).

Debt burden.—The ability of students to repay their educational loains also varies
considerably. At median levels of indebtedness, debt burden (that is, the amount of
discretionary income which goes to repaying educational debts) will likely range be-
tween 8 and 25 percent of a student’s discretionary income.! According to these
data, law students with median indebtedness afd median income would have the
greatest debt burden—25.1 percent of discretionary income for a married student in
the first year of repayment. By contrag, graduates with master's degrees in engi-
neering are likely to have the lowest rdpayment burden—7.8 percent of income in
the first year. Among other occupational areas, the debt burden is as follows: doc-

“tors (20.7 .percent); administrators and managers (10.9-percent); and arts and sci-
.ences Ph.Ds" (7.8 percent). No}_ surprisingly, given equal monthly repayments, the
debt burden is highest in the first years of repayment when incomne is lowest. Over
time, as income rises, debt burden diminishes. . :

Students who borrow more than average, or students with below average income,
will have greater debt burdens. For example, 8 married medical student who bor-
rows 350,000 and then earns the median income will devote 42 pergent of discretion-
ary income to loan repayment when he/she begins to repay the loan. (Assuming a

Y Ler;wyear repayment). .

anaging Repayment,—As loans become an increasingly important part of finan-
cial aid, attention has turned to the question of what conftitutes an appropriate and
manageable level of educational indebtedness. The term “manageable” debt, of
course, means a level of borrowing that can be comfortably repaid during the pay-
back period. : -

‘Estimating reasonable debt is a challenging task. One problem is sir‘pl concep-
tional: there is no single guidepost that estublishes manageable debt levels. Banks
frequently allow individuals to spend up to 15 percent of their after-tax income on
consumer loans, but this is generally a yardstick rather than an inflexible rule.
Moreover, among researchers who have studied educational loaps, the estimates of
manageable debt range from a-low of three percent of gross Jicome to a high of
fifteen percent-of after-tax-ingome. A second difficulty in deterghjning tolerable debt
"is that borrower perceptions #will vary. A level of repayment t stme studentd find
oppressive may be difficult, but still manageable, to other borfvers.

eapite these problems, we did not find any suggestions in the literature that edu-
cation loan repayments should exceed 15 percent of dfter-tax income. According to
our data, however, several categories of borrowers Will have initial repayments that
exceed that benchmark. :

If we assume that some borrowers will have unreasonable repayment burdens,
how might the problems they face be alleviated? One possible solution is to make
ﬂég‘i'ble rgpa{ment terins available. Whether an educational loan is manageable or

ungnanageable is a function of a variety of factorg, including the amount borrowed
andAncome. Other considerations that influenge”manageability include: the repay-
ment period, the interest rate, and whether, equal or graduated repayments are re-
quired. By varying these terms, it is oftep”possible to make an unmanageable loan
manageable. -

.Dwight Horch and Herb Flamer of [BTS analyzed this issue in a 1982 study su
ported by the Fund for the Improvement of Postsecondary Education (FIPSE).
Among students who responded to th¥ fvey, nearly half of arts and sciences
Ph.Ds, and over eighty percent of law and medical school *gradustes had unmana-
geable debts. However, by extending the repayment period and using graduated in-
stallments, virtually all studénts*had inanageable debts. )

.

-

. -
' Discretionary income is defined as residual ihcome after taxes and basic living expenses are

* deducted from total earings.
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Summary and Recommendations. —The evidence gathered in this study does not
lend itself to a simple set of conclusions. The data do show that many students
borrow money for educational purposes, and that the amount of borrowing and the
percentage of students with debt has increased in recent wears. The data also sug-
gest that the level of debt burden varies considerably, depending on the field of
study and the amount of money borrowed. Students in professional ficlds are most
hkely to have high debt levels and high debt burdens
* The problems we encountered i obtaining accurate, consistent, and detailed in-
formation about student borrowing suggest that any rccommendations must be
made cautiously There are, however, three basic recornmendations we would call to
your attention. First, some students who borrow héavily to finance their education

may encounter substantial repayment burdens. To address this problem, we yecom-°

mend that students, fspecailly those with high debt levels, have access fo flexible
repayment options to help ease financial difficulties. There is a precedent for such
options: Health Education Assistance Loans (HEAL) may be repaid over a 10-to-25
year period and, for several yéars, the Student Loan Marketing Association has had
the authority to consolidate educational debts and extend repayment periods for in-
dividnals who have borrowed under different programs and at different interest
rates and tegns. Nothing is more impertant to assuring manageable student loans
than allowing borrowers with large debts to extend repayments. In the same vein,
graduated repayments (i.e., lower monthly payments in the first years with gradual-
ly increasing charges) may prove very important to help students manage educa-

tional debts. This is likely to be especially’important in some ocenpations—such as*

medicine or law- where students may have high debts and low initial earnings, but
have the prospect of substantially increased income over time. :

Second, as tuitions continne to climb upward, it s likely that student borrowing
will also increase. The available data about student debt should not be regarded as
an indication that student borrowing will not become a problem in the future. Thus,
we urge that the Congress carefully monitor student borrowing patterns for the
foresecable future. .

And finally, the federal government needs to collect and maintain better informa-
tion abont graduate and professional education, especially with regard to student fi-
nancing. One serious problem in analyzing issues in graduate and professional edu-
cation is that there are few reliable information sources to draw upon. It is, for ex:
ample, impossible to get accurate, comparable data on trends in such basic areas as
student enrollment and tuition charges. ’

Informed policymaking demands more accurate and consistent information than
15 currently available. To address this problem, we suggest that the Congress, the
Executive Branch, and the higher education groups work cooperatively to define the
information about postbaccalaureate education that should ‘be gathered regularly
and determmn® how it should be obtained. One key element should, of course, be
data on graduate and professional education finance.

This ¢gncludes our prepared statement. We will be happy to answer any questions
you may have. '

ESTIMATED MEDIAN CUMUU\TIVE EDUCATIOI:J‘AL INDEBTEDNESS OF GRADUATE AND PROFESSIONAL

B ) STUDENTS, 1983 GRADUATES
- ‘ T v GAPSTAS d;ai o 7 Median debt
Urgree . Percent with Other souroes Petcent with
N Median deb) debt 1 = debt
Baccalawreate.. . . ey e 283108 3’3_2
All master's degree. . . . B L . 23125 234
Master’'s i business . F $9.900 504 47125 (%)
* Medicine . . . © 24,500 975 620.149 nz
Law * . . 14.700 962 .
Arts and sciences, Phd > . 1,500 1o L -
Master’s in engueenng X 76315 {*)
CPercent repotig dedl o foal gear of sy -~ 0T
* Source N?&_ suivey of tecent college graduates, 1981 Debi levels wllated by 25 percent to 2pproximate 1983 tevels

> Souice NCES survey of recent college graduates.. 1981 Debt levels inflated by 25 pescent 1o approwmate 1983 levels Debt refers only b
dedt accumutated while pursuing masler’s degree . f
» * Sourge NCES, survey of recent college graduates, 1981 Debt calculated by combiming median debt of underwduale busiess major ($2.400)
with median master's degree husiness deb! (%3.300) and wnflating by 25 pescent to approximate 1983 levels

* Percent cannot be eshimated because of caiculations required to estmate debt tevel 12 2 percenl of undergraduate tusmess majors report debt,
234 peicent of masler's degree gradyates do so ' -

, .8



P

-

5 .

~

* Source: Assoctation of Arnencan Medwcai Colleges, 1982 graduabon survey Debt is for 1982 graduales Infiating deb! by 10 percenl would
‘indrease estimated tota! 1o $22.164

T Source  NCES. survey of recent college graduates, 1981 Debt calculated combmlnf median deb! ol undergraduale engineenng M3y
(32.700) with medtan master's degroe engineedtng debt (32.400) and mfiating by 25 percent fo approxsmate 1983 levets.

® Percent cannol be estimated because of Cakculations required fo eStimate debl Jevel. 35.4 percent of undergraduate engineering mayows lepoded
dedt. 196 pescent of mastes’s degree graduales do so

3XtSTIMATED DEBT BURDEN OF GRADUATE AND PROFESSIONAL SWDENTS, BY OCCUPATIONAL FIELD,

1983 GRADUATES
T L T baeteny
Oocupations bekd o Estimated “":"* e IS Dot barden #
h repayment *
an;gers/administralms (MBA). e e $7.125 9,967 109
Doctors (ML) oo e et 24,500 320330 207
Lawyers (I1D) . e 12,100 8.935 251
. Ads and science doctmate (Ph D) e 7.500 <1538 . 14
Engineers (ME) 6,375 12,420 18

e ———— —— S A et e

* Discretionary sncome 1S total earnings iess 1axes and bas:c tving expenses  fncome dala cenved hom updaled 1978 Bureau oi lhe Census
curcent population wwr Taxes est d hiom tak foundabion dala on famies with median income lmng expenses estimated from standard
maienance aliowdholyol college schotarship sevvice. : o ,

2 Dedt burden is the amount of discrelionary income which g0es 1o repaying educational debts lhae calcolations assume a married student with
only | wage earnes Foi all fieids, single studenls with no dependents woud have shghtly lower debt burdens

3 Repayments estimated 1o begin 1in 1987 because of defexrals available for medical doclgrs dunng residency Eamings inflaled to 1987 levels at
3 rate of 6 percent annually

+ Discretionary income on National Research Council 1981 Surveyof gactorate recipients. 1981 eamnings inflated 1o estimate current
earnings (gross .4 estmaled al $28.665). Esumates appear high relalive to other occupational areas. M We lower gross income 1o szoﬁ
discrebonay egrmrmll be approximately 3!0 600. Al this fevel, debt burden- will be approximately 11 percent

-
~

- STATEMENT OF TERRY W. HARTLE, RESEARCH SCIENTIST, THE S

WASHINGTON OFFICE, QE~EDUCATIONAL TESTING SERVH‘,E,
ACCOMPANIED BY RI(HARD ABNICK, EDUCATIONAL CON-
.SULTANT ) . :

Mr. Simon. Dr. Hartle, we’ll start ‘with you.*

Dr. HarTLE. Thank you very much.My name is Terry Hartle. I
am a research scientist’at the Washmgt‘bn office of the Educational
Testing Service. Accompanying Yne this morning is Rich Wabmck
an education consultant who coauthored the stfdy that we’re here
to discuss with you today. -

.. We're both pleased to have the opportunity to be here. -

Mr. SimoN. Incidentally, foy all withesses we* will enter your full
$tatements in the record and if you wish to summarize them so we

" can devote more time to questions, it’s probably w1se

Dr. HarTLE: I will do so.

The educational indebtedness of graduate and professmnal stu-
dents is. a concern, alike, to educators and policymakers alike.
Some fear that students ark borromgg excessive amounts of money-,
and will have difficulty repaying the loan. Others worry that stu-
dents will pursue financially rewarding -careers, postpone family
plans, and forego consumer purchases because of educational debits.

Congress reQOgm? this issue'® 1980 and instructed the Nation-
al Commission on Student Financial Assistance to investigate the
extent of student borrowing. This stidy was done to provide the
Commission with some evidence on this topic. We concentrated on
three distinct issues. First, the level of educational debt for gradu-
ate and professmnal students, the extent to which debt repayment
-encumbers income, and third, the ef&fgct of repayment options on
debt burden.
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The ‘issue that we sought to investigate, that is, the ability of stu-

( dents to repay their school loans by comparing the amount they

%  borrowed with their future incomes, is easily stated and the prob-

lem 1s relatively. straightforward conceptually. The answers, howev-

- er, are very difficult to obtain. '

There is no single data source that bears on these questions. We °
gathered as much data as possible and analyzed it thoroughly with
she intention neither to magnify. nor conceal the level of student

sbt. Where necessary,{we made Very conservative assumptions in
an ‘effort to provide the fairest ‘picfure of, what we felt student in-
debtedhess looked like. - ) -

We used data from the Association of American Medical College,
the Graduate & Pro6fessional Student Fipancial Aid Service, and

+ the National Center for, Education Statistics, to compile the pic-

tures of student borrowing. Income data was obtained from the
_Census Bureau and the National Research Council.-

None of these sources provide a clear, unambiguous information.
But taken together, they provide a broad picture and offer substan-
tial insight into the problem. X -

The first issue we sought to investigate was student debt levels.
We found that the level of borrowing varied considerably. Law and

- medical students had the highest debts with graduate students in
the arts and sciences, regardless of whether they were pursuing a

+Fb.D. or a master’s degree, having generally lower debts.

More specifically, among students who filed with the GAPSFAS -
Financial Aid Service, we estimated 19833 median cumulative debt

.. as follows: Medicine, $24,500; law students, $14,700; business stu- <,
dents, approximately $10,000; arts and science Ph.D.’s’$6,800; and
master’s (S)egrees in the arts and sciences abouta$6,000. , - _

I hasten to add that thede fifures are not necéssarily representa-
tive of all graduate students, but we do believe that they are exem-
plary of those who borrow heavily to finance their edutation.’

The second issye we sought to investigate was debt burden. Debt
burden we defined. as the percentage of a-student’s discretionary
income that went to loan repayment. Debt burden, like debt levels,
varied considerably. At median lgvels of indebtedness, debt burden
ranged from 8 to 25 percent of discretionary income. According to

- thesge data, law students had the highest'level of debt burden with .
25 percent of discretionary income going to repayment in the first -
year . . .

F&d other occupational areas, the debt burdens were approxi-
mately as follows: Doctors, 20 percent; administrators, 11 percent;
arts and science Ph.D’s 8 percent; and those with master’s degrees
in engineering, 8 percent. -

Obviously, students who borrow more or those who have lower

\MNincomes will have higher debt -burdens. Far example, a married
medical student with $50,000 in debts will devote about 42 percent
of his or her discretionary income in the first year to loan repay-
ment. I might add that according to the Association of American
Medical Colleges, approximately 3 percent of all doctors will
assume educational loans at that level. . BN

The third topic we sought to examine was managing repayment.
There is, as this committee is well aware, a great deal of concern
with estimating a level of educhtional borrower that is manageable,

7
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that is, a level of loans which can be comfortably repaid in the pay-
back period. - .

Estimating manageable educational debts is challenging for two’
reasons. First, there is no single guidepost of what is manageable
and what is not. Banks generally use 15 percent of aftertax income
as a yardstick but this is not an inflexible rule. Researchers who
have studied educational loans also do not agree about what consti-
tutes an appropriate and manageable level of educational borrow-
ing.

The second problem that confounds estimating manageable debt
is that borrower perceptions will vary considerably. A level of debt
that one borrower might find oppressive may be difficult but still
manageable to another student.

Nonethgless, we found no suggestions in our research that loan
repayment should exceed 15 percent of aftertax income, but we did
find several categories of borrowers who had accuniulated educa-
tional debts above that level. Thus, if we assume that some gradu-
ate and professional students will have unmanageable debts, how
might their problems be alleviated?

One solution is making flexible repayment terms-available. By
- varying terms such'as the length of the payback period and the
nature of installments, it is often possible to make an unmanagea-
ble loan manageable. . S

Herb Flamer and Dwight Horch, my colleagues at Educational
Testing Service, studied this issue in 1982. Many students in their
survey had debts that Flamer and Horch calculgted as unmanagea-
ble. But by varying the length of the repayment period and using
graduated repayments instead of fixed repayments, virtually all
students had manageable debts.

In summary, the data that we compiled shows; first, that many
students borrow to finance graduate and professional education.
Second, the amount of borrowing has increased in recent years, as
has the percentage of students with debts. | -

Third, the level of debt and debt burden vary considerably by
field of study. Students.in professional fields are most likely to
have high debts and high debt burdens. Given the prdblem that we
obtained, we mentiontd earlier in obtaining data, drawing conclu-
sions and recommendations from this evidence must be done cau-
tiously. With this in mind, there are three points we wquld call to
your attention.

First, graduate and professional students, especiall{ those with
high debt levels, should have access to flexible repdyment options.
Nothing is more important to manageable educational debts than
allowing students to extend repayments. Graduated repayment
schedules are also important in this same vein, especially for those
with high debts, low initial earnings, but prospects for substantial-
ly higher income. Obviously, law and medical students would be a -
case in point here. -

The second point we wodfld make is that the best possible inter-
pretation to put on the evidence we gather is that despite high bor-
rowing by some students, many graduate and professional students
~ will be able to manage repayments, especially if flexible repayment
schedutles are available. . ,

11 .
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This should not be taken as a sign that all is well, for tuitions
are increasing rapidly and we suspect so are student borrowing
levels. Thus, we would suggest that the Congress and executive
branch continue to monitor student borrowing patterns to assure
that educational indebtedness does not become a more serious prob-
lem than it 1s already.

Third point we would suggest is that the difficulties we encoyn-
tered in obtaining data are not surprising given the paucity of in-,
formation the Federal Government collects on graduate and profes-
sional education. We believe that the Federal Government needs to
improve its data collection o postbaccalaureate education, espe-

~ cially with regard to enrollment patterns and finance.

We urge the Congress, -the*executive branch, and interested"
groups to work together To define precisely what information
should be collected and to determine how it should be gathered.

That concludes our prepared statement. We will be happy to

_answer any questions.

Mr. SimonN. Thank you very much. Dr. quxtt the associate dean
at Ohio State University.
[Prepared statement of Dr. Anne Pruitt follows:]
urtt:
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T PREPARED STATEMENT oF Di. ANNE S. Pruitt, AssociaTE Dean, GRADUATE ScHooL,
- Tur. OH10 STATE UN!VERS!TY,LCOLUMB_US, Ouio

Mr. Chairman and Members of th‘er Subcomni ttee: ’ '\

- .

E My ngme is Anne S. Pruit‘t,‘and ! am Associate Dean of the Graduate School at *
+ The Okio State University. I am appearing today on behalf The Ohio State University
and the o/t\her institutions uf- higher educqtion that are cyrrently aamnistering
tellowships under the Graduate and Profes;iondl fellowship Study Grant Program of +
Title IX of the Higher Education Act -of 1965, as amended. 1 appreciate this
opportunity to report on our cxperience wilh this program which is now in its sixth

year of operation. At Qhio State | h_a\'/_e responsim_li/ty for a1l of the gradugte
fellgwship programs and ! direct one of t‘he eight G*POP Regional Resource (enters.
! have, therefore, had the opportunity to become familiar with G*PUP from both a
campus and n:ahondl perspective.
the program, formerly 'kn()wn as the Graduate and Professional Opportunity
Program (L*POP), supports actavities that incfease access and promote completion of
graduate and professional deqrees by minorities and women, two groups that tradi-
tionally hdave been underrepresented in grdduatc. and proll'vssiondl dcgrc'c programs.
fne program 2uthorizes qrants to 1astitutions of Mgher eancation to strengthen,
fmprove, and expand the quality of graduate and professional programs leading to an
.“ advanced degree. Lince 1980 all of the program support has gone to fellowships; no
funds have been .mpropriatfed for recruitaent and other support dctivitie‘s.
[ want to tell you some things I know about this program and why 1 believe it
deserves Conyressional support for its continuation and expansion. 1t is estimated

that sixty percent of the nation’s brainpower consists of minorities dng,\‘k)'men. Yet
"'?«ﬁ'
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th;}ir underrepresentation among doctorate recipients in hiéh demandfields is acute.
To illustrate, let me provide some information about doctorate degrees conferred in
the United States. In 1982 31,048 Ph.D.'s were awarded by all ‘u S. institutions.
Less th;n one’third went to wohen {(32%). .Blacks who were U, S. citizens earned
three percent of these degrees. Hispanics including Mexican Americans and Puerto
Ricans earned 1.71. “Hative American.s (’dl'n(’do two tenths of one percent. Asian

Americans each earned 1.4% of Ph.D.'s. Seventcen percent ot all doctoral degrees

were carned by non-U.S. citizens studying in this counlry on temforary visas or

.

seeking U.S. residnence. for the second year 1n a row the proportion of doctorate
recipients in a k,)road field- engingering -reporting foreign citizenship (50 percent)
exceeded the proportion 'repurtlng U.S. critizenship (.M percent). This is not a
record of equal access and opportunity. It represents some p;ogress over previous
years. Qverall 1n 1982 only 6.7% of carned doctorates went to U, S. citizen members
of minority groups.

This summary inloﬁndtion, rc-por{ed annually by National Rescarch Counc.‘il and
puhlish‘cd by the national Academy ot Sciences, is Lhe strongest arqgument for the
existence of the G*POP program and why its usefulness to the nation 'is only just
beginning to be felt. ¢ by

Only two federal agencies award graduate fellowships that e tacycted for
minorities. NSF: under fts minority graduate fellowships program, awarded 1‘§9
fellowships in 1982, and the Department of fducation awarded approximately 1022
G*POP Fellowshfps. The latter, G*POP, represents the only federal commi t}mont to

graduate cducation for both minorities and women, A total, then of 1181 fellowships

reflects a wmall federal commitwent € this group that has been disenfranchised for-

«



years and is still gravely underrepresented in the advanced levels of the U.S.

N

workforce. ‘ .
The G*POP program has responded significantly to the matter of access and, as a

consequence, to the labor force needs of our nation. Let's look at some specitic

* ’
information: ’ :

-

STUDENTS SERVED from Fiscal year 1983 funds, 128 granﬁs totaling almost
$10,000,000 have been made to collegedgand universities to support 700 students in
their second or third year of full-time graduate or professional study, and to

. LY .
support another 500 new students beginning their first year of study during 1983.84.
Based on five years of progrom experience, it is expected that the composition of
these fellows by sex and race will be similar to the fiscal year 1982 totals:

(/
| o w
Ethnic Group % of Total
A~
Blacks ’ ' %4.1 . ‘
. Hispanic ) 19.2
Asian Americans 5.4 .
Native Americans ( 3.0
Majority Women ' 18.3
. ‘ )
. 100.0
y .
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Yy
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Women overall, however, compri\s‘d more than 50% of the 1022 fellows supported at 115

institutions du;“ing 1982"and 1983.  */ .
PROGRAM SCOPE: It is projected that the fellows will study in academic and
DRV MU "

professional areas in roughly the same prOpor'tions as has been the previous

.

experience.

] L4
i <! 1982-1983
. - % of Total
» _rfb . .
_l‘ k)
N Physical Science ] ~ 18.1
Engineering : - 17.8 ‘ -
Life Scierce . : 16.3 r
?
Social Science” «16.2 i .
. -Psychology 6.3
Humanities : 1.4 -7
. a .
Professions:
+  law . 15.8
Business 6.6
tducation ( 1.5
100.0 !
r
‘
n
” a
1, N E
kY
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IQ§§QF_§QI§£I~T_S‘EBQXIPE‘Q stipends of up to $4500 are awarded to students each

¥ear for full-time study based on a determination of financial need. In addition,
the institution receives $3900 for each student paid in lieu of tuition and
fees. As long as the institution does not directly charge the student any tuition

or fees, it is free to use this $3900 allowance # its own discretion. .

PROGRAMS EFFECTIVENESS: PRinal reports received during the fall of 1982 indicate

P that 55 students were awarded PhiD.s, 174 students mastirs degrees, and 66 students
received the f?rst profesiiona] deyree in law. These degrges were ea:-ned in the
~ following areas: \' ’ _ .
hd .
cehD.s o Mesters
Life Science ) 20 EREE
Physical Scicnéc - 13 is '
.Enginecring/Comp. Sc. v . 9 58
. social Science : 5 ° 18
Education . . S 8
Business Adm\i nistration ~ 41

55 174

« Institutional projections indicate that another 83 students were to have been
awarded the Ph.D. during the spring and summer of 1983. This means the total of

Ph.D.s supported by G*POP now approaches 138. Since the median time la‘p,'se between

- 31-697 O—84-——2
Qo . _ ‘
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: u‘\ ' M . o
Fiscal Year 1978 . New and Continuing Awards’ ’ i 340 .,y '
Fiscal Year 1979 New and Continuing Awards - 814

v : . e ' . .
Fiscal Year 1980 New and Continuing Awards 1007 LT ..
N K i A 2
Fiscal Year 1981 New and Continufng Awards 1044 ; . &
» ’ - -
Fiscal Year 1982 New and Continuing Awards 989 . .
B ' I il
Fiscal Year 1963 New.and Continuing lrards 1015 .
. . »
o : !
Total Participants FY 1978-83 - 5269 .
r - ° .
. {includes awards continued to a current maximum of & ,
three years) - : o . . [\
. . » . )
. Thé race; sex, and ethnicity of G*POP participants are somewhat moredifficdit to,.
. ‘ : .. N o~
sumtard ze. fHere is some summary data, and 1 will include for _the recond such
summarief’ as have been prepared b:y’ the Department of Education.
' £ .
s o ,
Kl
® e «* ) )
. ) ) A
w” . i ‘ 3
NG .”
s .
13 A\ t
o ’ -
18 © |
; ’ .

S .
4 ’ 1 ’
the award of the BA degree and receipt of the Ph.D. for all students”in 9.6 years, \

"138 Ph.D.s awarded in six years of program opération‘is significant, and the totals

D S - . :
are bound to ingrease as more students awarded G*POP fellowships complete their
.. 3 . . :
degree ;Srpgrams. Since the program is now 1in its sixth year, it is expected that

there will be an increased number of fellows graduating in the future. - <

. s
v - - b Lo

s - .

*G*POP PARTICIPANTS SINCE 1978
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SUMMARY OF G*POP . ) -
FELLOWSHIPS AWARDED BY ETHNFC GROUP PERCENTAGE N ~
P
» Native * - Asian Majority
Fiscal Year Blacks _Hispanics > American American * Homen
. . . L]
1978 46 16 4 . 8 : © 26
1979 : 53 14 4 2 _7 24 .
1980 52 i9 37 5 . 22,
. 1981 - 50 -~ 20 A 5 ' 21 RS
; » 3 -~ . ‘
1982 54 FREB L : 3 -5 - 18 R
- A\ - o
> v . v » . s
r . " Although G*POP is small and 1t has been in existence oply six xears it is
T . beginning to'accomplisf\ its goals‘ﬁs set out by the Congress. Most encouragling is
the profile of G*POP* Fe]]ows who have Completed degrees. _ ®
- . : - 1q-
' One studén-t was hongred with the prestigious Nationd] Book l\wa‘rd for a novel
she wrote. {See Ha?&ugton Post 10/21/83 pg. D-1). - Co. D .
Another fellowship graduate has been\:appointed Ass1stant Aftorney General for
- \ .
. + the State of Ohio. . . ! )
A third student/ i@enow in b,lomed1cn1 Engmeering, ahs deve]oped a method
' ’ using tht to measure the movement of musc]es in-an amputee s upper leg. By
[ . determindng the angle of the knee, thes artificial leg can bé adgusted to matoh the
remaining 1imb, redug’\ng the ®ime 1t takes to learn to walk from an average of six
- mgnths to as little as twenty minutes. - . .
, . . .
N .
*
: I l . ) ° -
T , Information to date shows that 53 students received the Ph.D. degree in 1982
. ~with G*POP support. They studied in a variety of fields, including Physics,
( .
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?harqmacology, Statistics,.Anatomy, Physiology, Law, Mathematics and Yeterinary

Anatomy. Twelve of the 5% students hdld faculty positions in such institu‘tions as
Michigan State, University of North farolina, Univ'ersfty-ofv Utah, and one person is
head of the Computer and-Informatign Science Depar tment atQTuskegee Institute.
Seven récipients hold research and other.positions in private industry, incTuding
Hteett-Packard, Bell Labs, J;I_&-Meade-dohnston. In addition, 238 Masters Degr!:e‘s
,-fl,ave been 5wd1‘ded. Of tdese, 52 are in engmeemng, and they are employet‘i at Sl::h
pJ‘aces as White Sands Miss#le Range, the Government of Puertao Rlco, Nestlnghouse

4 r

and ¢me is a'faculty member at the Universny of New Mexico. Moreover, there were
4] M[;A-s; two are with 184, several are a,t Jackson State University, dne at
. Honeywell, ,and one at Hellon m\nk. There are 38 persons mth Masters in the Physical
Scien(,es They»have pbsitions with Texas Instru\ments, Dow Chemical, ~and the
Oklahoma Geologlcai Survey. Of the. nimeteen in Life Sciences, one is-a .facu]ﬂ
member at the Umversity of Texas. One is at Redstene Arsenal. ‘.Finally, there were
64 persons who have received’ the J.D. degree. Only one failed the Bar on the first
try. Som‘e are assistant D.A.'s, others are in ,privdte firms, one is the first.black
female member of the Un1vers.ity of Kentucky ldw Journal, other$ arevin public
defender type work, and still others are ln various federal .agencies.

G*POP is an 1mportant federal investment in the belief that our nation is best

.

seryéa by endb]ing all 'of its people to achieve mlucatlonal Tevels that can serve

the needs of society. if wc- wish to implement this belief, we will need to continue

_programs such as G*POP. The contention of the Admi ‘stration that this can be done

through the largesse of post-secondary institutions, private foundations and private

busmess enterprises alone s not borne out by our experlence. Those‘lnsh_tuhons

- .
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will respond, but the burden of support for_‘).l students is so great that they?’ s
cannot budget the extra support-neede“d for women and minorities. Therefore,
si.gnificant gains made by G*POP over the past five years will be imperiled.
The G*POP Program is important both sylﬁbolically and as categorical support for
some 1200 current studentsj, Over 5,000 graduate st‘h.dents have recefved benefits

through this program. [t is by o means perfect, but it is vitally important for

R those of us dedicated to'a better future for the next geneétation. G*POP is in fact

L] . ’ -
*wunderfunded for present levels of graduate students supp6rt. At Ohio State, for
. T )

: N . .
'\ é*\mple, the current fellowship stipend level is $7,200 for 12 months compared to

.

G*POP level of $4.500. The Graduate School supplements eich G*POP stipend by 2,700

. A .
in order %o raise it to our minimum. In addition, a few depqriments such as

IS

. .- v
Chemistry and Mathematics supplement even more in order to make G*POP fellowships

comparable .to ethers in their disciplines.
Cost of instruction allowances for G*POP Fellows are also now out of step with ' /«—-.

. existing tuition and fee levels. At OSU current costs for out of state students are

~ -

$6,440 annually. G*POP allows $3,900 per studen.t for these costs. “Thus again OSU
supplements each G*PbP Fellpw by ;2,540 dollars ecach during the academic yeér. As
f you can see, without the dfidi_tional support provided by Ohio State ed(ih G*POP FeH_oww- .
fould be und,prfunrded by SS,ZdQ'annually. These numbers would be lower if t_he

1 .
student were an Ohio resident, but the point remains. (Graduate students are much

3 ~ . * .

.more likely than undergraduates to be from out of state). This situation 1s

. - c

w
undoubtly repeated at other institutions.

Unmet need for G*POP Fello»«ship(}i)s a oore difficult problem to address. At

. ) . &
OSU we use a scale to rate all fellowship applicants. All applicants that reach a

| a 21 .
wasT ooy . -
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certain ranking are eligible for fellowship. Ihis year we could not- find funding
for Pk students who'met our criteria. 0f these 43, 8-were in fields where the G*PO
program co;ﬂd be used, Jf. 128 institutions participate in the program, not 311 s
large as 0SU, this would suggest a need for approximately 250 new G*POP Fellowships

to meet e¢xisting unmet needs. The rogram would have to grow by 20% to meet this
g9 § grow o
r

t
Improvemehts in G*POP to bring the stipend level and cost of lnstructlon

;)rojected need.
allowance more in Vine with current costs wmould be very welcome as reauthorization
is con3idered. Authoriza,tion for a fourth year of study is also needed as is the
restoriation of authdrization and appropriations for Part A programs for recruitment
and other services. Our First priority remains, however, the continuation of the
program. We are grateful for the support we have received over the yearsﬁ from the
House Education and tLabor Commttee and in particular thls subconni ttee.

As Damel Webster observed;.. on the diffusion of educatlon among the people
rests the prqservatlon and perpetuation of our free institutions.” G*POP is a small
but very impprta;lt iyrument in the HS)/Stitutions that are using G*POP to
accomplish a goal'we all share with Mr. Webster.

Thank you very much for this opportunity to present our~,vit-ws.. My >statement
for the record does have more detailed tables that present specific breakdown by

academic discipline of G*POP Fellows that did not permlt easy summary in the time

permitted me. I would be happy to answer any of your questions.

.t
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- U.. Affice of Fducation [
e . g* 'Y 1978 Fellown —~  G*POP SUMMARIES
: ' Fistal Ygar 1978
o Academlc Areq Black ° white . . Nat. Amer, -Aslan Amer. -'lﬂspanlc L,
4 > . '
M o w (1) % n W () % A w (T)% MW (T) % Y oomow (1] e .
M . Engincering (57) 17 17 " 8[ 25T4% — 0 19 TID] 3% I 017111 IR 6 0 J6110
* Med[Health Scl.(32) 10 6 1111715 3} 41 5115 0 11113 1 314113 T 63 15
\ oA matn]PnysicsjComp Sciedll 7 7] 1636~ 8 20 120[5%0 0 v T 1] 2 2 11307 L 1127
N Poll Sci/Hlstory®it) & 15 31 6|58 0 _ 21 2|16 0 o]0 - Yo 1] 7 : 12 |3[&
. Caw () o e J[1918 o T3 o0 1|13 T o[ I3~ 7 2[5
s Jhgutfocc E(23) 7 14 TID[56 0 S 1522 7 1 [5[=2 o olo[ - I
Architect/City Plan.{9) W6 27 a]87 0 1 1111 0 0{0] - 0 o0]Jo] - 0 o0 jo] -~
Psychology (201 8 TR 3[5 0  S3[B 0 00> 0 0|0 = — L 15
Glologlcal Sclence (24) 6 7113[3 T 0 228 7o T]ITH 2 ol?27® 6 016 3'5 -
4 Themlstry (18 5 G L] 8[H5 0 & 16l3y 0 00| - R 3 ) T T 70
Fdonomics (10 2 2° 3] 5150 0 ) | 3f3 0 0 [0} - 0 0 [0 - 2 0 [2020
N Tarth Sclence(23) 6 6 It .7730 0 10 [1614% 0 010} - LR W R BY 2 0 12] 9
tducation (12)- 0. 00| - 0 4 4133 1 ) 4133 2 .1 3] 25 1 0 1
. Anthro/Soclology jll) PERE) L13% W 0 10] - 0 0 10] - 0 0101 - L Y7 _55
Anlmal/ Vet Scl (&) BRED 3[75 0 0Jol[-"0 o0]o[- 0 o606 -- 1 o1 Zg
Fine Arts (37 T 0 0 0] -0 2 {367 0 0 JO[- S T 1I[337 0 0 JO[ -
Forestry (1] - 0 o0l -0f = 0 0 joj] - 0 0 |0} ~ 0 Qo] - 1 0 1 1}R00
Tpeecn S earing 5T 1[0 Y[ 1120 0 3 [3[80 0 010 R 0T [ 120 7
Sports Admin (J) 1 2 0] 2157 0 1 J1133 "0 0 [0 0 o (o] - 0 0 [ 04-- ©
- T~ : — T - — .
= v
toraL ! bo 67 1156|186 b7l 4 10 b ’ : ) g
. Rl TETA L 15 12 p7 28 18 |56 31‘0/
v, “Percent of Tatal - Pl 43 1 99 28 72 55 b5 v T 67 33
. .~ Percent of Crant Total LT3 IR T 5 - — 1 e
- g 7 iAo . B
Code: 1.e., From a total of 340 fell&s, 57 (17%) were awarded 1n Englneering. ..
. Of the total awarded in Englnaring: 44% were to Blacks :
" 4% were to Whites i . e
: . 1% were to Natlve Amerlcans - .
IL/ ' . . i : 10% were to Asian Amerlcans : é
’ N 10% were to Mispanlos PN »
' Of the 156 fellowships awarded to Blacks: 57% were to Black Males . : : . :
43% were to Black Females A
0f the total number of fellowshlps (340) awarded: 46% were to Blacks wm
) 26% were to Whites , : &
’ 4% were to Native Americans - : :
. 8% were to*Aslan Amerlcans b
16% were to Hlspanics
s ~ A .' ]
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CHPOP FELLOWS 1976 and 1979-80 . QPO SYRIES,
- »
(Total ngaber of fellows currently in GAPOP = §74)
Contiguing = 303; New starts 931-79 - 571 3 . \
- . CUMULATIVE TO’I‘J@BY SEX_AND ETHNICITY . ' -
FEMALE MALE __GRAND
Biack White Hi{gp.JA.A. HN.A. Black White lisp. A-A. N.A. TOTAL USED UpUQLD TOT:\LJ o
. ¥
nt)l Pellows 1978-79 61 - 79 14 9 , 9 81 0 36 12 2 . 303 0 303
- . - ) . N ~ P!
, :¢) # Fellows 1975-80 | 147 131 29 \1 10 168 0 ° 45 15 10 s 566 5 511,
: 86 e -
TOTAL (C & N) 08 200 43 2o, 2%9 o 51 T S A
nt)% of Total 1978-79] 20.1  26.2« 4.6 2.9 2.9 26.8 0 1.9 3.9 .5 T, 1007 A
w) X of-Total 1979-80} 25.9  23.3 5.1 1.9 1.8 29.7 0 1.9 2.6 1.8 100y
. . A J C
% of TOTAL (C 5‘N) 23.9 263 5.0 2,3 2,2 28.6 0 9.3 3d_ 1.2 100X
TOTAL BY SEX TOTAL BY ETHNICITY o 8
_ . : FRMALE MALE : .__Black  White Misp, A.A- “N.A. -
. ont) # Pellows-#a78-79 [ 172 13 (Cont) 7 Feldows 1978279 ( 142 ‘79 50 21 11 ‘ X
. : . ”, - 5. i) .. . .
. evw) 4 Fellows 1979-80 328 218 . {New) # ¥ellows 1979-80 34 . Th,- 26 20 v
. =4 v : . o .
- TOTAL (C*s N)- * « 500 369 ” TOTAL (c‘s N) . 457 210 124 47 J1
. — 1
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G*POP
Fellowships in Academic/Professional Areas
FY 1981

Total/A B 1 M
178 65 1 v
(16%) (G7y)  (24%)  (.5%)
210 82 37 3
(200} (371) _(7%)  (Ay)-
157 65 3 8 16
(14%) (418)  (20%)  (sv)  (101)
136 72 33 10
(121)  (53%) (24¢) (V)

19 13 3 2
(1) -(68%)  (16%) (11%)
" 67 45 13- 2 ~ 3
(6%) (67%) (9%) (3v)  (4%)
177 121~ 42 6"
(16%) (68%) (24%) (3%)

64 42 2 3

(61) (66%) (3z) (s5%)

27 15 6 6

(21)  (s5%)  (22%) (22%)
It

t -of Total
* B-Blacks 50%

H-Hispanics -20%

NA-Native Americans ° 43

AA-Asian Americans 5%

- jority Women N8
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Naylor

NAYIUR l"mm Dt ‘
.. resa—~the vivid accupants of hek
ook b on & poor  dead end

but fiee to laugh, quyrrel and de-
stroy beyond ils “boundsy Everyorfe
knows a strewt Ghe thih Rryant
Street NE buinps into & wall So
where s 117 She Lingls deeply. ~It is
purprscly nowhere. | wanted to
ate a metaphyucal sitsation. The
“wamen shared racem and sguism; to
put it sacces bere would Rive intro-
duced connecti ns [ didn’t want”
The chasuclers share partuns of
Naylor's 13 years of emotional bar- '
nery seme il pitying, some defiant, ~
soma dieaniy. "Poqile ... ate b ing
clandatiry when they say. Oh my
sGod, the way you can write about
pnn” You sort of waat to tell them,
No. baby, I was feehing that pan.” |
would love 1 take aedit for being a
getnas, but no, [ was letting out what
L was in a%form 1 oould deal wnlh. an-
“ather woman's hfe.”
i “Then he opened her twv and
they sreamed anil screamed into the
| face abiwe hees the face thot was
prshuag s tearing pauvt inade of her
body The wreams tried (o break
thrvogh her covnetts out vutn the ar,
but the rach nihbery flosh wng them
itk Tag Mok onto her heonl first
Rahang .A’A'«i\) the cells lhat nartised
her momary.”
When <he started wnting, Naylor
oas putting bk her own Doken
picces. She wew wpan New Yok, a

delibfeate” arctmstance. e wiothe
wha was bagred from the paddic li-
biraries in her claldhood Musissippr,
«aved memey fron her field work so
she cnld -end for hooks, amd prom-
el hereelf her chuldran woutd be born
sn the North Navlnr™s muther i a tele-
phone sperator and her father a mo-
} toenum S New York Tranit and she
" has tan bourzer wsters, one a nurse,
the other a homemaker.
I Fhe daughter-tu-bg; the writer <at n
cleees for gatted children in public
whouts il ee ad Hroote, Dickens,

Fauflner ands Hemongway, She coed

wver the passion of “fane Eyre” and

ddint ery iner a book agam until *Na-
e San”

[ When Nasdor was ﬂ\n;h cchioml -

wr. the fev Mutin Tather King Jr.

el . - .

street, physical captives of ity wall,

was mmlm!rd amd she cought onder
to her own oonfuson For the next
seven yrars, che was a Jehovahs Wit-
new  misswoary, lraveling  theough
New York, North Carolina and Floc-
wia *1 wantad a soluton Lo the chaom

Many of my peers yined the hippie -
" movements or became black nation:

alista ‘This way scemed right” she

<ys. When she was 25, she quit be- .

cause she found the hife, especially the
crﬂmcy. confining; “l began o frel il
at exse.” '

In the ngxl seyen year phase “Nay-

lor made up for what she now consid-
ers lost ume. Mumsing was a hnefp
i She replaced pessimism with
skeptic-atd Fyven of hve Ten days was
afl she could give to A marnage. -~
_Wheo her luck changed she was iy
her omd- s, attending Brooklyn Col-
Tege, working at a hotel switchboard at

_ might and having her readmg world

opened by Joan Larkin, a professor,
On her fint try, Naylor had a story
published by Essence Magazine in
1980. Then, wonically, given her past
Sisappontments, she didnt hesitate
when a friend who knew a friend who
was 3 secrelary Lo the president at Vi-
~king said she would show her <hort

stories around. “To us that was close

enmigh,” she says of her fearless na-
wete The sceretary circutated four
shart stores i January 198F Two
wacks later Naylor had a eotitract and
the seeretary a promotion 1o editor.
" *Now, looking back, (s like, "Holv did
that happen” That just does nat hap-
pen,” she sy .
1t was that crocaraads when her op-
timism fially bumped her depar
\Ym.hc 1w lwmu\o | lmd so mlnh

L2y L
Vaylur wn her (1\’0"3( i asumglon (/nxpgslty office; by Douglas (hvaula((

Juon of our Nfe, wujy”

hnd lock” M.\ybc it was just the time.
beleve that if we walk acres the
street, 1t aan change the whole dine- -
‘The pehef
helped her to wrile “Butch had a
laugh lke the edges of an Apnil gun-

. set —translucent and mystifying. You

kncw it couldn lost forever, but
you'd vtand for howrs, hoping for the
chance to cupenence naf v glxmmer
of it onee agan®

The writing of the next four slmm
and a prologue that emerged as-'a
buok, however, was another low time.
“I went through the frazen stage for'a
time. Then, as always, § did what T had
to do,” she lays. Disappointment s
wny dete rmmalmn st Hnes Lty oy
uch of a whirl “Its dislxation. You
gel sort of dizzy. thinking about haiv
my life has changed,” she xayx Afer
Brooklyn, she earned a magter’s destee
in Afro Amcncan studies at Yale l'nl-
versity.

Untd the spring, when she finches
teaching at GW, she has an apariment
on 16th Street. She rises al dawn to
face 2 December deadline for her see-
and book, “Liwden Hills™ and hevps
working at that powerful spareness
that gives "Brewster” its edge.

Mattie Michael knows she has lg &
son, “She walked 1p the strect apd
s (hat his car” wasa't parked out
jront and thé houw was dark |
Normally she gould heve cone
through the /rr;‘our_ takien wif her
roat, and g 1t in the froat hall
vlnset She took off har coot and
lasd it on onie of the kitchen chairs
There was an-cxtra jacket of his tn
the front hatl ctoset that would not be
lhrr




- 28 .
. / ) . -~ -
STATEMENT OF DR. ANNE PRUITT, ASSOCIATE DEAN, OH10
v STATE UNIVERSITY

Dr. Prurrr. Mr. Chairman and members of the subcommittee, '

thank you for the opportunity to testify at hearings leading to the
“reauthorization of the Higher Education Act of 1965.
: I am- Anne Smith Pruitt and an associate dean of the graduate
\‘\school at Ohio State. I am appearing today on behalf of the univer-

nd other universities of higher—other institutions of higher .

educ tion that are currently administering fellowships under the
! graduate and professﬁgnal fellowship stiudy grant program of title 9
. of the Higher Education Act of 1965, as amended.

s1 appreciate the opportunity to report on our experience with
this program. For 5 years these institutions have undertaken pro-
grams formerly known as G*POP that were designed to support ac-
tivities to increase access and promote completion of graduate and
professional degrees by minorities and women, two groups that tra-
ditionally have been under-representated in graduate and profes-
sional schools. » .

I'd like to provide a factual overview of the program, since its in-
ception in 1978. But first [ want to tell you about the students who
are currently enrolled, From fiscal year 1983 funds 128 grants, to-
tally almost $10 million, have been made to colleges and universi-
ties to support 700 students in their second or third year of full-
time graduate or professional study, and to support another 500
new students beginning their first year studies this year. That’s a
total of 1,200 st glents ' ' »

\ Based on 5 years of program experience, it is expected that the
composition of these fellows in 1983-84 by sex and race will be sim-
ilar to, the fiscal year 1982 totals. Blacks, for example, constitute
54.1 percent; Hispanics, 19.2 percent; Asnan-Amerlcans 5.4; native
Americans, 3 percent; and, pajority women, 18.3 percent.

Turnmg to program scope, it is prOJected that the fellows will .

study in academic and professional areas in roughly the same pro-
- portions as has been the previous experience.
~ For 1982-83 the percentages are as follows: In the physical sci-
- ences, 18.1 percent were enrolled. In engmeermg, 17.8. In the life
sciences, 16.3. In the social sciences, 16.2..In law, 15.8. And the re-
mamder in psychology, humanities, busmess and education. .
Turning to program effectlveness final reports for the previous
year are not due in the Department of Education until Noyember
30. Therefore, I'm giving you information derived from the 1982 re-
ports. Final reports during the fall of 1982 indicate that 55 students
had been awarded Ph.D. degrees, 174 the master’s degree, 66 re-
ceived the first professional degree in law, ‘and they were broken
~ = down as follows: Ph.D. degrees were awarded to 20 fellows in the
' life sciences, 13 in the physical sciences, 9 in engineering and com-
puter sgience. -

As far as master’s degre‘es are concerned, the ldi'gest number -

went to students enrolled in engineering and computer science.
That’s 52. There were 38 in the physical sciences, 19 in the life sci-
¢ ences, and 41 in business administration.-
. Institutional projections indicate that another 83 students were
'\J to have been awarded the PhD degree d&hng the spring and

-
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-summer ‘of 1983. This means the total of Ph.D’s completed under
G*POP now approaches 138." o -

*  Since the median time lapse between the award of the bachelor’s
degree and receipt of the doctorate, for all students, is 9.6 years,

\ 138 Ph.D’s awarded in 6 years of program operation is significant.
And the totals are bound to increase as more students awarded
G*POP fellowships complete their degree programs.

4 If we review the number of G*POP participants since 1978 by
fiscal year, we started with 340 awarded in 1978, and we are now,
in 1983, at 1,200 awards. This gives us a total of, for these 2 years
and the intervening years, of 5,454 students who have been assisted
through G*POP. . ’
~ Let me give you a summary of information by ethnicity, race,
and I will include for the record such summaries as have been pro-
videq by the Department of Education. In fiscal year 1978, 46 per-
cent of awards went to black graduate students. In 1982, 54 percent
were awarded to blagks. In 1978, 16 percent of the awards were to
Hispanic students, and in 1982, 19 percent.

The percentages for native Americans range between 3 and 4 b
percent each year. For Asian-Americans, approyimately 5 percent ;.

egch year. And for majority women the range has been from 18 to °

26. . . A

* Turning now to placement, what are they doing, those who grad-
uated, although G*POP is small, and although it has been in exist-
ence only 6 years, it is beginning to accomplish the goals as set out
by the Congress. Most encouraging is the profile of G*POP fellows
who have. completed degrees. One student was honored with the .
prestigious National Book Award for a novel she wrote, and that
was recently reported in the Washington Post. . R
, Another fellowship graduate has been appointed ‘Assistant Attor-
ney General for the State of Ohio. A third student, a fellow in ‘bio-
medical engineering, has developed a method using light to ‘meas- -
ure the movemant of muscles in an amputee’s upper leg by deter-
mining the angle of the knee. The artificial legal can be adjusted to-
match the remaining limb, reducing the time it takes to learn to
walk from an average of 6 months to as little as 20 minutes./

- The 55 students who received the Ph.D. degree by 1982 with
G*POP support, studied in a variety of fields, including physics,
pharmacology, statistics, anatomy, physiology, law, medicine, and
veterinary anatomy. Twelve.of the fifty-three students hold faculty
positions in 'such institutions as Michigan State, the Ungersity of
North Carolina, the University of Utah, and one person is head of
‘the computer and information science department at Tuskeegee In-
stitute. T . :

Seven recipients hold, research and other positions in private in-
Jdustry, including Hewlett-Packard, Bell Labs, and Mead-Johnsor.
In addition, 174 master’s degrees have been awarded. Of these,

- 52 are in engineering, and they are employed at such places as
White Sands Missile Range, the Government of Puerto Rico, Wes-
tinghouse, and. 1.is a faculty member gt the University of New
Mexico. 2 - : K

Fogty-one MBA's have been awarded. Two are with IBM. Several
are Jackson State University. One is at Honeywell and one at
Mellon Bank. -

*' »
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There are 38 persons with master’s in the physical sciences. They
have positions with Texas Instruments, Dow Chemical, and the
Oklahoma Geological Survey.

Of the 19 in life sciences, 1 is a faculty member at the University
-of Texas; 1 is at Redstone Arsenal. :

Finally, there were 13 persons who received the J.D. degree. In-
terestingly, only 1 failed the bar in the first try. Some, as I indicat-
ed earlier, are assistant district attorneys. Others are in private
firms. One is the first black female member of the University of
Kentucky Law Journal. And others are in public defender-type
work. And still others work in various Federal agehcies.

Let me turn my attention now to unmet needs. The G*POP pro- -

gram is important, both symbolically and as categorical support for

these students. But it is by no means perfect. G*POP is, in fact, un- .

derfunde _present levels of graduate student support. At Ohio
State, for examples the current fellowshi stipend is $7,200 for 12

months, compared to the G*POP level of $4,500.

The graduate school supplements each G*POP stipend by $2,700 -

in order to Taise it to our minimum. In addition, a few departments
such as chemistry and mathematics supplement it even more in
order to make G*POP fellowships comparable to others in their dis-
ciplines. . ‘ )

The cost of education allowance for G*POP fellows are low. Also,
they are out of step with tuition fee levels, as has already been
indicated. At OSU, for example,(current costs for out of State stu-
dents are $6,440 annually. G*POP allows $3,900 per student for
these costs. Ohio State supplements each G*POP fellow by $2,540
during the academi¢ year. _ ,

As you can see, without the additional support provided by the
university, each fellow would be underfgnded by $5,240 annually.
Of course, these numbers would be lower if the student were an
Ohio resident. But the point remains that these figures would be
higher if this were a private, high-cost institution.

Other kinds of unmet needs for G*POP fellows are more difficult
to address. But I would.like to use Ohio State as an example. At
our institution we use a scal® to rate all fellowship applicants. All
applicants-that reach a,geftain ranking are eligible for fellowships.
This year we could not find funding for 43 students who met our
criil:)eria. Of these 43, 8 were, in fields for which we are funded for
G*POP. . ’

If 128 institutions participate in this program, assuming that all
are not as large as OSU, this would suggest the need for approxi-
mately 250 new ,G*POP fellowships in addition to the 500 new fel-
lowships that were awarded this year. The program would have to

. grow by 20 percent to meet this projected need. We are limited in

our ability to identify outstanding students for G*POP awards be-
cause of the late notification of G*POP appropriations.

The program requires forward funding in order to encourage the
best students to consider graduate edueation. Hence, with forward
funding, the unmet need might be even greater. .

Improvements in G*POP to bring the stipend level and cost o
instruction allpwance more in line with current cost would be very
welcome, as reauthorization is considered. Authorization for a

fourth year of study is also needed. As is the restoration of authori-

LY
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zation and appropriations for part A programs for recruitment and
otHer services. :
I might say that this i1s a very difficplt group to recruit. We dre
trying to recruit people who, in the past, have not viewed graduate
education as a possibility. We are also trying to recruit them to

fields in which hiétorically they have not participated. So, it costs

more money. But part A funds have not- been available to us since
1980.

QOur first priority remains the contmuatmn of the program. We
are grateful for the support we have received over the years from
the House Education and Labor Comniittee and in partlcular this
subcommlttee

My statement for the record does have more detailed tables. It
presents specific breakdowns by academic discipline of G*POP fel-
lows, but the time proyided for me did not permit easy summary. I
wish to thank you very much for the opportunity to present my
views and I'd be happy to ahswer your questions.

Mr. SimonN. Thank you very much, Dr. Pruitt. And finally, ‘Dr.
Louis W. Sullivan, the president of Morehouse Colleges School of
Medlcme

[The prepared statement of Dr. Louis Sullivan follows]

PREPARED STATEMENT OF Louis W. SULLivAN, M.D., PRESIDENT AND DEAN, MOREHOUSE
. ScHooL OF-MEDICINE, ON BEHALF OF THE ASSOCIATION OF MiNnority HEALTH Pro-
 FESSIONS SciiooLs

Mr Chairman and members of the committée thank you very much for the oppor-
tunity to present the views of the Associatioh of Minority Health Professions
Schoools concerning reauthorization of the Higher Education Act of 1965."

The member institutions of the Association, the Morehouse School of Medicine,
Tuskegee Institute School of Veterinary Medicine, Xavier University of Louisiana,

B Florida A&M Universit g College ‘of Pharmacy, Texas Southern University School of

GJI

Pharmacy, Charles R.
cal and Dental Colleges, all have a vital interest in the programs contained in the
Higher EducationAct. Many of the programs authorized by the Act have a’ pro-
found effect on the goal of our Assogiation t(gadvance the educational missions and
success of our institutions, and our goal of increasing the number of black and other
minority health professiola]s in the nation.

-

TY INSTITUTIONS AND STUDENT SUPPORT
On June 16, 1983, at a press conference in the U.S. Capitol Bulldnlnﬁa compre-

MINO

hensive study was announced funded by the Robert Wood Johnso
“‘Blacks and the Health Professions in the 80’s: A National Crisis an Time for
Action”. This study documents the gevere and critical shortage of bla ysicians,
dentists, veterinarians and pharmacists in the United States. I am ple to submit
copies of this study to the commlttee, which contains abundant data support
these conclusions. :

A]though blacks represent 11.7 percent of hre US. p0pu]atlon, only 2.6 percent.gf
the nation’s physicians are blgck; 2.9 percent of the dentists; 2.3 percent of the phat*-
macists; and 1.6 percent of the nation’s veterinarians are black. While there may be
an emerging surplus of health manpower, there continjies to be an acute shortage of
black health professionals in the nation. Clearly; with the results of this startling
study, we feel it important that many programs authorized by the Higher Education
Act give priority to thobe institutions who educag.m nd train a large percentage of
blacks and other minorities. In presenting the Committee with copies of this study,
it is our sincere hope that you will take into considerations its findings when
making your decommendations.

I also wish to submit _to the Committee, copies of m commentary on this study,
which was published in the New England Journal ofy Medicine on September 29,
1983, one of the leading medical journals in the nation. This commentary pomts out

- a number of startling facts:

! '
. : %

rew Postgraduate Medical School, and the Melharry Medi- .
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(1) The percentage of black physicians in the United States incréased from 2.1 per-
cent in 1950 to only 2.6 percent in 1980, in spite of the efforts over three decades.

(2) The overall life expectancy of black Americans is 5 years less than for white
Americans, and infant mortality for black citizens is twice as high as whites.

(3) In some rural counties in Georgia, & typical state in the southeastern United
States, ‘the life expec incy for black males is §.5 years or less, while fokx white
males in the same courties, the life expectancy ghinges from 59.5 to 69.5 years.

(4) The life expectancy for black males in segfral rural counties in Georgia is less
than that for males in"Kenya, one of the less¥veloped and poorer ¢ountries of the
world.

(® Less than 2 percent of the faculties of U.S.
means that black young people do not have sufficie
their career aspirations for the health p »

(6) Because of the decrease in federal scholarsmps_and low-interest loans available
to health professions students during the past two years we have seeh At Mgrehoygse
a drop in the number of our students who come from families earning less than
$20,000 and a concomitant increase in the number from families ‘with ificomes of
$30,000 or more.

During the past two years the debt burden of our students has increased, predomi-
nantly due to an ircrease in high interest loans, some with interest rates as high as
19 percent. . .

We are concerned that these factors, of heavy debt burdens at high in%ﬂtess,

edical schools are black, which
role models to lift and support

will dissuade students from choosing careers as primary care physicians, wocki g in
medically-underserved rural.areas and inner cities and will push them towards the
more financially lucrative specialtigs and more affluent suburban communities.

In 1970, when less than 2 percen! of U.S. medical students were black, the Associ-
ation of American Medical Colleges, which represents all of the nations medical
schools, adopted the goal that by 1975, 12 percent of the students admitted to U.S.
medical schools would be from under-represented minority groups. That goal was
not reached. Indeed, in 1975, the peak year, only 7.5 percent of freshman medical
students were black of some 10.4 percent of students, from under-represented minor-
ities. Since that time the percentage of black freshman medical students has de-
creased o 6.8 percent, and total under-repregented minorities comprise only 8.5 per-
cent. ’ :

We are concerned that, unless there are significant. increases in funds for student
financial aid, the modest gains made in the number of black and glfer minority
health professions students duringje 1960s and 1970s will be erodefl even further.

GUARANTEED STUDENT LOANS . h .

The Association of Minority Health Professions School supports an&cymmends
the Guaranteed Student Loan Program. It is quite evident this program has been
successful and has been extremely helpful to students who seek tg further their edu-
cation. We also support the proposal to require that all students establish remaining
need to qualify for loans. HoWever; we believe that the origination fee should
rejpain at 5 percent#or be eliminated altogether. The Association also would like to
regommend an expansion or bratching out of the GSL program to provide addition-
al and separate borrowing limits for Health Professions students. In thany cases, a
student who attends the first four years of college uses up his or her available bor-
rowing power during those years. A student eapable and willing to -continue to
pursue a particular health profession that requires further education, should be al-
lowed to continué to benefit from the Guaranteed Student Loan Program through-
out their entire training. _ '

¢
NATIONAL DIRECT STUDENT LOAN PROGRAM

All of the Institutions of the Association are recipients of National Direct Student
Loan Program funds. These funds are particularly helpful and necessary to our in-
stitutions and our students because so many of these students are financially in

“need and unable to bear the burden of a high interest rate loan and/or unable to
secure a loan'from a proprietary lender, even after completing their education and
training. We are pleased with the structure of this program, arld as projected by it}
architects, we can in many cases package student aid awagds to begt meet the_needs

RIC .~ L - g
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PELL GRANTS

The Association”of Minority Healt Professions Schools recommends a continu-
ation and maintenance of the Pell Grayts Program. Of particular importance to gur
Baccalaureate Program Pharmacy ColNge members, Pell Grants provide a neces-
sary source of funding to undergraduate students who wish to, further their educa-

tion beyond indérgraduate studies. These grants provide a much needed base of -

funding for students who have demonstrated financial need. The Association of Mi-

" nority Health Professions Schools would also like to mention that the proposals to

restructure the Pell Grant Program appear to be an effort to substantially reduce
the Federal Government’s role in providing assistance to the nation’s many educa-
tionally-talented, but needy individuals. .

SPECIAL PROGRAMS FOR DISADVANTAGED STUDENTS (TRIQ) (COLLEGE WORK STUDY)

The Association of Minority Health Professions Schools support initiatives, such
as the TRIO program, which provides for the identification, evaluation, develop-
ment, and recruitment of individuals from low-income families, who will be the first
generation in their families to attend college. We also beli he program could be
improved to go one step further and identify those students who are good candidates
for the Health Professions. ‘ .

The Association applauds the College Work Study Program, and recommends a
continuation of this vital character-building source of funding.

CONCLUSION

Mr. Chairman, the institutions in the Assocfation have already contributed great-
ly to the educational vitality of our country and have educated a significant percent-
age of the black heaith prolessionals in our country. Even in 1983, the schools in the
Association have some 75 percent of the black students currently ‘enrolled in U.S.
veterinary schools, 45 percent of the black students currently enrolled in U.S. phar-
mucy schools, 38 percent of the black students currently enrolled in U.S. schools of
dentistry and 25 percent of the black students currently enrolled in U.S. medical
schools. . '

In order to inerease the ability of young people who are poor and/or from minor-
ity backgrounds to become heplth professionals to serve the disadvantaged in our
society, we geek your-help. : '

1

STATEMENT OF DR. LOUIS W. SULLIVAN, PRESIDENT, MORE-
HOUSE SCHOOL OF MEDICINE, REPRESENTING THE ASSOCI-
ATION OF'MINORITY HEALTH PROFESSIONS SCHOOLS

Dr. SurLivan. Thank you, Mr. Chalgman. .

Thank you for the opportunity to Present to this committee the
views of the Association of Minority Health Professions Schools
concerning the reauthorization of the Higher Education Act of
1965. The member intitutions of the association are the Morehouse
School of Medicine in Atlanta, the Tuskeegee Institute School of
Veterinary Medicine in Alabama, Xavier University College of
Pharmacy in New Orleans, Florida A&M College of Pharmacy in
Tajlahassee, Texas. Southern University School of Pharmacy in
Houston, and the Charles R.-Drew Post-Graduate Medical School in

Los Angeles, and the Meharry Medical and Dental Colleges in

Nashville. ’ o

. All of these institutions have a vital interest in the programs

_ contained in the Higher Education Act. Many of the programs au-

thorized by this act have a profound effect-on the goal of our asso-

‘cration to advance the ed\icational missions and success of our in-

stitutions and our goal of increasing the number of blacks and
other minority health professionals in the Nation. ; :

In June of thig year at a press conference in the U.S. Capitol
Building a comprehensive study by the association was announced,
which was funded by the Robert Wood Johnson Foundation. This

” o

S



e
; .

_ 34 -
study, entitled “Blacks and the Health Professions in the Eighties;
A National Crisis and a Time for Action,” documents the severe
and critical shortage of black physicians, dentists, veterinarians,
and pharmacists in the United States. I am pleased to submit for
the record copies of this study which._contain abundant dgta to sup-
port these conclusions. ‘

Although blacks represent 11.7 percent of the U.S. population,
only 2.6 percent of the Nation’s physicians are black; 2.9 percent of
the dentists, 2.3 percent of the pharmacists,.and 1.6 percent of the
Nation’s veterinarians are black. :

*While there may be an emerging overall surplus of health man-
power in the Nation, there continues to be ap acute shortage of
black health professionals. Clearly, with the results of this startling
study, we feel it important that many programs authorized by the
Higher Education Act give priority to those institutions who edu-

- cate and train a large percentage of blacks and other minorities.

In presenting the committee with copies of this study, it is our
sincere hope that you v/ill take into consideration its findings when
making your recommendations. I also wish to submit to the com-
mittee copies of my commentary on this study which was published
in the New England Journal ‘of Medicine on September 29, 1983,
one of the most prestigious medical journals in the Nation.

This commentary points out a number of striking facts: One, the
percentage of black physicians in the United.States increased from
2.1 percent in 1950 to only 2.6 percent in 1980, in spite of the ef-
forts of over three decades. - :

° Two, the overal] life expectancy of.black Americans continues to
be less than—more than 5 years less than for white Americans.

And infant mortality for black citizens is twice as high as for

’

whites. , .
Three, in some rural areas in Georgia the life expectancy for
black males is 51% years or less. While for white males.in the
same counties the life expectancy ranges from 59% to 69% years.
Four, the life expectancy for black males in several rural coun-
ties in Georgia is less than that for males in Kenya, one,of the
world’s less developed and poorer countries. } :

Five, less than 2 percent of the faculties of U.S. medical schools
are black, which means that black young people do not have suffi-
cient role models to lift and to sfpport their career aspirations for
the health professions. . : . _

Six, because of the decrease in_Federal scholarships and low in-
terest loans available to healthr professions students during the
past 2 years at my own institutions, the Morehouse School of Medi-
cine, we have seen a drop in the number of our students who come
from families earning less than $20,000 annually and a concommi-
tant increase in the number of such students from families earning
more than $30,000 a year. ' . . .

During the past 2 years, the debt burden of our students has in-
creased, predominantly due to an Increase in high interest loans,

some of our students having loans with interest rates as high as 19 .

percent. ~ ]

We are concerned that these factors of heavy debt burdens and
highr interest rates will dissuade students from choosing careers:as
primary care physicians and working in medically” underserved

\
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rural areas and inner cities, and will, rather, push them toward
the more financially lucrative specialties and more affluent subur-
ban communities. : e -
And in 1983 thig is the opposite ‘of just what is néeded in terms '
of our physician manpower. ' ; ’ - - '
In 1970, when less than 2 percent of U.S.'medical students were
bldack, the Association of American Medical Colleges, which repre-
sents all of the Nation’s medical schools adopted the goal that by
1975 12 percent of the students admitted to U.S. medical schools
should be from anderrepresented minority groups. That goal, estab- .
lished.in 1970, has never been reached. Indeed, in 1975, the peak
year for minority enrollment, there was some 10.4 percent under-
. represented minorities in the freshman class that year, and 7.5 per- .
- cent black students. -t ' ‘ ' ,
Since that time the percentage of minority students has de-. .-
creased in the entering freshman class so that for the current year °
black students comprise 6.8 percent of the freshman class of our
medical schools around the country and the total underrepresented
_ . minorities are 8.5 percent of all students. o
-, We are’concerned thdt énless significant increases in funds for

-

- student financial aid are #vailable, the modest gains made in the
“pumbei of black and othew minorities health professions students”
during the decadeg of.the ¥960’s and the 1970’s will be eroded even *_
further, and poss'i’bgﬁlﬁuite "precipitously. S o
The Association of Miority Health Professions Schools supports -
and commends the guaranteed student loan program. It is quite - _

. evident that this program has been successful and has been ex- _
tremely helpful to students who seek to further their education.

We also support the ptoposal to require that all students establish .
remaining need to qualify fordoans. . ~ .. - '
However, we believe that the origination fee should remain at 5

- percent or be eliminated altogether. The association would also like
to recommend an expansion or branching out of the GSL program :
to provide additional and separate borrowing limits for health pro- -
fessions students. In many cases, a student who attends the first 4 -
years of college uses up his or her available borrowing power
during those years. i : N

A student capable and willing to continue to pursu€ a particular
health profession that requires futher education should be ‘allowed
to continue to benefit from the guaranteed student loan program
throughout their training. : oL

All of the students of the association are recipients of the nation-
al direct student loan program funds. These funds are particularly
helpful and necessary to our institutions and to our students, be-
cause so many of our students are financially in need and unable
to bear the burden of a high interest rate loan and/or unable to

. secure a_loan from a proprietary lender, even after completion of
. their education and training. ~ " ST, -

' We are pleased with the structure of this program and, as pro:
jected by its architects, we can in many cases package student aid
awards to best meet the nee% of recipient students. .

'The Association of Minority Health Professions Schools recom-
mends a continuation and maintenance of the Pell grants program.
Of particular importance,}o our bécgalaureate program pharmacy "

L
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. college members, Pell grants provide a necessary source of funding
to undergraduate health professions students who wislyto further
their education beyond their undergraduate studies. o
= These grants provide a much-needed base of funding for students
who have demonstrated financial need. We would also like to men-
tion that proposals to restructure the Pell grant program appear to
+ us to be an effort to substantially reduce the Federal Government’s
role In providing assistance to the Nation’s many educationally tal-
. ented, but needy, individuals. . _
The Associationt 6f Minority Health Professions Schools supports
initiatives such as the Trio program which provide for the identifi-
- cation, evaluation, development, and recruitment of individuals
- from low-income families who will be the first generation of their
families to attend college. ‘ '

We also believe that the program gould be improved to go one
step further and identify those studfhts who are good candidates
for health professions studies. , ’

We also applaud the college work study program and we recom-
mend a continuation of this vital character-building source of fund-
mg. : ' . .

Mr. Chairman, the institutions of the a$sociation have already
contributed greatly to the educational vitality of this country and
have educated a significant percentage of the black health profes-

- sionals in our country. Even in 1983 the predominantly black

‘health professions schools in the Nation enrolled some 75 percent

of the black students currently attending U.S. veterinary schools, '

. 45 percent of the black students currently enrolled in U.S. pharppa-

* ¢y schools,”38 percent of the black students currently enrolled in

U.S.schools of dentistry, and 25 percent of the black students cur-

-refitly enrolled in U.S. medical schools. : :

Ithough we represent a very small minority of the health pro-
fessions institutions in the country this is true.
“In"order to inCrease the ability of young people who are poor
and/or from minority backgrounds to become health professionals,
to serve the disadvantaged in our society, we seek your continued
» helbp. Thank you for your past efforts and for your continuing sup-
port. g

the New England Journal of Medicine in the record. :
. [The article from the New England Journal of Medicine follows:]

v e

Mr, Simon. We thank you also and we will enter the article from _
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SPECIAL REPORT

‘THE STATUS OF BLACKS IN MEDICINE *

Philosphical and Ethical Dilemmas for the 1980s

OF ioterest to those, in medicise and the ather
Realth professions s a studv secentdy completed by the
Assacration of Mhnoney Health Professions Schools *
The members of this assoviaton are frons cighn pre-
dinmnantly black health-professions schools Maore-
house Schood of Mediame (Atdant, Charles R Drew
Medical Sehool (Los Angeles;, Meharry Medica) Col-
lege. Meharry Dental School (Nashalle). Pusk®gek
Insotate Schoot of Vetennay Medivine (1 uskegee,
Alr). the Colteges of Phanmacy at Texas Soathern
Vmversity (Honston). Xavier Umwversity (New Or-
leans}, and Floswda Agricultuial and Mechamecal Uhn-
versity ((Vallabasseey.

The stady provides a cantent perspective on the
povr health status of blacks i the Ungred Srates For
example, 1t points ;i that the presens average hie
expectaney of black Amedean niales s e years

shorter than that for winte Amencan males (63 3 vy,

7005 yearsi and that the sfantmortabey rate tar black
Amencansis twice as high asthat for wlute Americans
(208 vs. 110 deaths per 000 hive barths).

Howevey, ‘these averages obscure some appalling
figures in some rwral arcas and itmer Gmnes of our
country  Tor example, in Georga today the average
lite expectancy of blacks 16 8.4 years sharter than that
tor whites In six rural ounties m Georgia, the fife
expectancy or black males s only 9.0 10 31 5 vears,
whereas the avetage life n,‘\lu-( tancy for white III.Il(‘\' m
the same counnties is from 595 to 6.5 vears.” In
Kenva, one of the lessdéveloped and puorer conntiies
of the world, the average life expectancy of the male
population s 51 3 vr;l rs. exceeding that it some rral
(ounnts w Georgra b In 1980, 5a 50 rural counties
amang Georia’s 159 counties, the infant morrahiy
rate for blacks was Ingher than 3(rpes 1000 live bisths,
and i 14 commies tht rate was Migher than 43 per
THH. Sinulat rates are found m many raral arcas and
mner ames all aver the United States,

The Assocration’s study documients the continuing
shottages of black physicians and other hlack health
piolessionals. In 1950, only 2.1 per cent of all the phy-
sictans an the Unned States were hlack. Despite the
cllorts of the past iwo decades, in 1980 black pll‘wi-
clans represented only 276 per cent of all physicians in
tlie United States. In 198h Iess.than 2 per cent of the
taculties of our medical schools were black

In 1983, the staraty of black role models among
practicing physicians and miedical-school faculties in
the United States suggests to black voung people that
I is not realisiic to aspire o be a physician This
negative message 1o black voungsters s renloreed by
poot counsclag in high school and college, where
black students are often steered into vocational
courses and less ngorous aeademic subjects, leaving
many of lhcm pootly prepared for the stady of nied--°
icine.

Reprinted from Iie New England Journal of Medieine

Compounding this longstanding problem m imedr-
vine s the secent advent ol a severe shorage of tunds
tor student financial aid. which was dacumented a few
months ago m the foumal’ Because most black medi-
cal students come fronefanilies with annual incomes
ol below $20,000, the Association’s study suggests that
unless more funds are made avatlable for seholarships
and lovanterest loans tor low-mcome sindents, there
15 very real possibifity that the number of blacks
enrolling m medical schools m the fature will drop
preapitowsh, Furthermore, the medaal students who
do graduate w tuture years will be less likehy 1o prac-
tee as prananc-cae plvsicians mpooer commmni-
tes. smee they will need o camn high wcomes as spe-
ciahsts in aflluent communitices, so that thev can repay
their large debrs. Because millions of Americans still
reside wraval arcas and inner outies without physi-
vuans,. this projecied distribution of new physiaans
would be just the opposite of what is needed

Also addressed in the stuqdy is the contnbution of
the predommamly black mecheal schoals o the eduta-
non of black physicans. Despite considerable expan-
ston wmedicat education in the United States donng
the past 25 years, n 1981-19821be fout predominant-
Iy black medical schools (Morehouse, Me hary,
Drew, and Howardy had almost 25 per cent of the
black students m the naton’s 127 medical s¢ hools. Six
o the natons medical schools had no black sisde nis,
and 75 (61 per cent) had a black studem enrolhment of
less than 5 per cent, whereas blacks comprise I.ﬂnmsl
12 per rN' the U5, population. These hgures ve-
flect a negdd for predomnantly edical schools
in the United States. In additiogf othe} studies have
shown that more thah 60 per cemt of thepraduates of

“Mehany and Howard medical schools pracuce in

medically undersened nner cities and sural arcas®
tand Elam L: personal communication).

The predaminantly hlack medical schools adhere 10
the same lnqh standands of medical cducation, and are
measumed by the same yardsticks for acereditation®of’
thenv puugrams, as are apphed o all other medical
schouals. However. black medival schools have operat;
ed with madequate Imancial resources and without
accegy to the chinical l wihues available 1o other medi-
cal sclmnls

These problems and a wumiber of others descrihed
in the Assoctation’s study have served to deter our
black young people from pursuing medicme as oas
reerv. Predominantly black healthsprofessions schools
have also been wcaderdd linadcially Vulierable l)(‘~‘
cause of severe retenchment in federal support for
medical edueavan mul research, as well as the avages
nf inflafn and recession in our nation’s cconomy-.

Because black phvsicians and predominantly black
medical schooly are needed o address the severe
umet health-care needs of our poor and winority citi-
zens, ot naton and our profession face a plulnsuphh

cal and ethical difeinma: Fither we provide the fman:,
aal and ather resources needed to implement ow
country’s crecd nf equal apporiumty, o1 we abandon a

- . P
*large segntent of our population o a high infant wor-
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tality, a shortenedglie expectancey, debilitatng pover-  their commitment 1o recruiting ‘and cducating more
ty, a crushmg bftden of illness and disalality, and  black siudents. 1n 1978, there were only 793 black
ncreasing  disillusionment, fruswration, and loss of students among 14,393 medical-school graduates (5.5
- hope. As the mast alfluent of nations aad the leader of . per cent); by 1982, the number of blacks had decreased
the free world, we should not allow this 1o happen. 1o 763 (48 per cent) among 15,985 medical-schoo) -
Fducation has always provided 1he chauce for up-  graduates.
ward mobility in our $octety, and it still can oday — Governors, state lcglsl.uun-s. boards of regents, and
for Blacks and other vunorities as well as for poor  other leaders should urge the publicly suppoted
whites Mdical education is an Impartast partof this— medical schools in their states to increase the nnmber *
opportuniy ﬁqQ:lf—mnprmrmrm, and the existence of of black students earolled. A vecent repott o the
Uns opportuniyaa symbol af hope for minonities and - * Southern Regional Fdacmion Board, a H:state coup- i
an affumanon of the Amencan dream. crative edncatonal agency, has urged the traming of
The contnbuuon of black mstumtions o the vitality  more. black physicians, noting that whercas blacks
and the advancement of the United States has never  comprise 19 per'cem of the popnlation of the South, N
been fully apprecfated. For cx.unplm more than hall  less than 3 per cent of the physicians ire the Sonth are :
the black physicians priccticing in the United States black.® This report, like the 1980 report of the Grad. “
today arc graduates of Mcharry or Howard medical  nare Medical Edpcation National Advisory Comumit-
schools, each miore than 100 years old. Our cunient tee,” pointed owt the need for more black physicians,
deficus 1 the number of black physicians would be  even while recainmending reductions in the averall
much greater i these twe scliools did not exist. producnon af physicians i the United States ®7
The Association’s report suggests that black health- Mawy factors other than the avinlability of physi- -
professions schools shoukl be strengthened by in- cians affect the heahth status of biacks, bt itis neces-
creased financial support for their programs from  sary to have an adequate number of physicians. Tt is
governmental sourges (federal, state, county, and mu- helpfl o have black physicians who understand and
nicipal} and from the private sector {lbundations,  respect the enlure, history, and social statas of their
corporanions, associations, and mdividuals). Black  black patients. 1t is also helpful to have physicians
health-professions scheols shonld have equal access to who live in the communittes they serve and who con-
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Mr. SiMoN. In connection with your testimony, Dr. Sullivan, I am
pleased to say I visited the University of Illinois a few_weeks ago
and of the freshman class of the medical school, 19 percéht now are
minority students. So, there are a few schools moving in the right
“direction. But obviously we still have very great needs, as your tes-
timony so eloquently points out. : S

Dr. Pruitt, you mentioned over 5,000 graduate students have re-
ceived benefits and you pointed out the statistics that you have.

" Do you have any feel what percentage of the minority graduate
students are being helped by G*POP?

Dr. Prutrr, I would guess that less than 1 percent of minorjty
graduate students are being helped by G*POP. The percentage of
minority students, first of all, is very small and with—and when I
say 5,000, ¥ am counting people who have received second and third

- - year funding. So these are 5,000 awards, not 5,000 individuals.
S0, the outcome is best measured by the nuber of degrees com-
pleted at this-point. : '

Mr. SiMoN. ile we will continue the G*POP program—I think
we really have to be looking beyond that to some more general as-
sistance to graduate education if we really want to be doing the job
that needs to be done. -

Dr. Prurrr. That is what we believe needs to be done. We believe
that these awards can be enhanced by loan programs, by college

“work study programs, by research assistanceships and so on.

This program cannot do the job that needs to%e done alone.

Mr. SimoN. Let me refer, Mr. Hartle, to your testimony here.
“We recommend that students with especjally high debt levels,
have access to flexible repayment options to help ease financial dif.

- ficulties.” Who should provide those flexible loans? You're not spe-
cific on that. _ : ' ' o . :
~Mr. HartLE. We're not specific because we didn’t feel in a osi-
tion to make such a jlidgment. We do know that the Student Loan .
Marketing Association has had the authority to consolidate student
debts for the last 3 or 4 years and we know that there has been
some discussion about whether that should be continued and
whether other sources should be able to consolidate that as well.
- Frankly, we really didn’t study that carefully enough to be in a
position to make a recommendation on it.

Mr.. SiMON. If I can just toss a general question to the three of
you. My concern, No. 1, is with the quantity of students we’re pro-
ducing in the graduate field, and No. 2, in some specific fields, and
‘No. 3, with the quality of students we are attracting into graduate

. programs. )
And then I have a fourth concern that two of you have touched{
-~ upon, and that- is the student who graduates may be so over-
whelmed with' debt, 'a student who graduates from Morehouse
School of Medicine faced—what percentage of your students would
be black, incidentally? .
. Dr. SurLivan. Yes, 80 percent of our-students are black. Fifteen
percent are white. And 5 percent are other minorities. _

Mr. Simon. OK., Let’s just say one of your black students has a
choice of working in one of the more affluent black areas of Atlan-
ta, or working in an area of Atlanta that is desperatel poor.

Where do you go when you're faced with a big debt? Wl?xren we
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¥ reauthorizé the Higher Education Act, how do we mold something

that encourages those who enter graduate school, to go into fields

that are not particularly remunerative, like serving in a depressed

area or teaching French literature is not going to be overwhelmmg—
ly remunerative? .

Any suggestions from the three of you? How do we—it may be

something we haven't even talked about in terms of how we do

3 this. Basically I sense from the three of you as you're talking only

about tinKering somewhat with existing programs and maybe
that’s what we should do. But are there things beyond tinkering
that we ought to do so that we attract quality people and enough
people into graduate education and that, then, they respond to real
need$ in our society and not just where the pay is great?

DrT Prurrt, May I respond?

Mr. SimoN. Yes.

Dr. Pruirr. We find that our greatest problem is lack of knowl-
edge .about the field, lack of motivation, and lack of preparation. So
we know that preparation in the undergraduate colleges has to be
strengthened, and then you also go back to the public schools, the
secondary schools.

We have recently, in graduate education, joined forces with the
TI’IO people in order to say, let’s look at Upward Bound and what
.you’re really doing. You ought not be satisfied just to get a student

w» into college. You ought to be helping to project that youngster’s as-
pirations into further education, graduate and professional schools,
and ‘we hope that that linkage with them will begin to open up—
help to open up horizons, for those students that they never
thought about.

So, I would nmot—1I believe that some of what we have done has
been tinkering, has been putting band-aids on problems. But we
rare looking at the entire pipeline of individuals and where the
“leakages” are, a term that has been used recently, and if we don’t
inspire and motivate these youngsters at very early ages, and if we
do not expose ;t?em to high-quality secondary education and college
education, then they might as well forget about graduate educa-
tion. ’

Mr. SiMoN. Let me just refashion the question a little bit. Forget-
ting what the law is now, if you were just to dream about what
kind of program you would fashion for this country, to really move
us in a direction we ought to be moving for “graduate education,
where should we be going?

" . Mr. SuLLivan. I'd like to suggest one response, Mr. Chairman, of
expanded service contingent lpan programs. In medical school and
other health professions ools what we face, a number of stu-
dents who enter health professions schools, medicine, dentistry,
‘what have you, with high ideals, they have chosen a health profes-
sion because of the opportunities for service, and what happens,
and what we see happening among our students is that they have
become quite embittered, and frustrated, and concerned because of
the fact that they don’t have sufficient funds to pay their light bill
at the end of the month. And I could. really take a lot of time to
. tell you about a number of things we have learned within our. own

student body that really is heart rending. ‘ - R .
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What happenx is those students then finally become frustrated
and if th€y persist\in their stydies they then, by the time they com-
, have chosen anesthesiology, or radiology, or

of the very crushing psychological and real
| tha 'burdens_p{ay on them. Y
I think mest of our\young people who go into health professions
really are not concerned at the time they go into the health profes-
sion with earning\great income. They want to be of service but
they certainly don’t want to be completely immobilized by their
higf;-debt burdens. So, I would suggest that service-contingent loan
programs which have been available in the past but which are dis-
* appearing be provided. ,

Within the health professions there has been the position that
has been advocated by the Department of Health and Human Serv-
ices and other agencies of really, indeed, having the very high-in-
terest loants available to health, professions students on the premise
that physicians, dentists, and other health professionals earn high
incomes. Certainly some do. But there are many who do not and
there are many who really would like to go and spend their lives
where they feel their services are most needed, but they are pro-
hibited, or are being increasingly prohibited by having debts not—1I
think some of the data Mr. Hartle gave you, really, were averages.
There are some students who are completing medical and dental

school now with debts 'of $50,000 and $60,000, with interest rates -

14, 16, 18 percent, and paying those loans off over a period of 10 or
15 years means that those young people will be paying back
$200,000 to $250,000 and this coming at a time they're starting,
these repayments starting, at a time when they are trying to es?gl -
lish practices, they have families, they have mortgages, et cetera,
and thus there’s alwayg.a balance between what the young person
will do with his or her Wreer, with what their other personal and
family obligations are.

So, our concern and our plea is really not—certainly scholar-
ships, we would welcome and I think that in the health professions

we have seen those disappear, but even without scholarship aid, if-

there were programs available where young people could have loan
rograms, where they would make repayments bdsed upon their
uture professional activities, we think that would help.

Finally, I would add that we look and talk about dollars, but
really the erosion of the educational environment that occurs
within a health professions school by having students unable to
meet their bills, that contributes to an erosion of the quality of
their educational experience, the experience that they have, and
thus this is something else that we are most concerned about.

Mr. SiMonN. Thank you. Mr. Hartle. ’ :

Mr. ‘HArTLE. I'd make a brief point on that and then my col-
league, Dr. Wabnick, has something that he would like to add. The

first part of your question, Mr. Chairman, is about the quality of..

students going into graduate and professional education. I believe

that the evidence would show that the best—the Nation’s best un- -

dergraduates still continue to go on to graduate and professional
schools, but there are very likely shifts going on in the programs
that they are pursuing. For example, law and medical schools are
probably attracting more students than before and more of better
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quality students. That is to say, those with the highest grade-point
averages and those who graduated with honors.

I noticed that Dr. Sanderson is testifying later this morning and

" he has examined some of that evidence.
I also know of research that has found that among minority stu-

- dents, many of the best minority studénts immediately ge into the

)

business world because they see it as more lucrative, more immedi-
ately remunerative. I think the points that Dr. Sullivan was
making e very relevant here, that they see themselves as being
locked iz because of the high cost of graduate and professional

schools, especially medical schools. ° 3

Dr. Wasnick. Mr. Chairman, if I may, one of the points that we

~ were trying to get across with the recommendation about flexible

repayment was that one form of flexible repayment which you
might have would allow for a more graduated repayment in the
early years. That's when we found that students encountered the
most, the heaviest, loan burden was in the first 2 or 3 years of
their repayment period. T ’

So, in ¢oncert with extending their repayment periodd which

- would automatically reduce their payments, graduating their re-
payments in the early years, perhaps the first 5 years, would also
tend to offset some of the dramatic repayment figures that they
would see when they first get out of school.

Dr. Prurtt. Mr. Chairman, with your permission, I wduld like to
respond to your invitation to dream. My dream would be of a world
where, or a country where there would be long-term Federal policy
that is designed to encourage and, therefore, support youngsters
from the minority groups that are now underrepresented, to go to

.. graduate school, and long term.is my dream because with the

“annual activity that has to go on in order to secure the fuhds and
determine whether or not the fellowships will be.available. :

‘We cannot say to a youngster now, in junior high school, that if
you want to go to graduate school your country, your Nation, your

- Government, is going to assist you to do that. That’s my dream.

Mr. Simon. Thank you. Mr. Coleman.
Mr. CoLeMAN. Mr. Hartle, in your statement, you say something
- here on page 5 about—I wdsn’t sure what you were saying _here.
Are you applying a value judgment? Are you saying that you did
not find any suggestions in the literature that indicate education
;h?hn repayments should exceed 15 percent of after-tax income? Are
you suggesting that this be a ceiling or do you call for a value judg-
ment in this area? .

* Mr. HArTLE. No, sir; we looked at the literature. We distinctly

chose ot to make any sort of a value judgment about what would
be an appropriate, manageable level. We had several conversations
with the staff of the.National Commission, especially Bob Snyder,
who worked closely with us, and they did not have strong views
and we felt it was inappropriate for us to make such a judgment.
We simply canvassed the literature to see what others have said.

Mr. CoLeMAN. Have there been any*studies made to try to deter-

mine-what percent of either after-tax or disposable income this rep-

resents as far as the defaults? .- o
Mr. HarTLE. I am not aware of any studies on that matter.



|
|
/ 43

-

I

Mr. CoLEMAN The law student seems to have one of the biggest_

burdens in this situation. Why do you think people are attracted
into law school, incurring these type®of debts if their first-year,
gecond-year, probably third-year income is so low?

Mr. HarTLE. It’'s very hard to say. We'd just be speculating. I
think there is z;.n aura of the law and the things that one can do

.with a legal degree. It seems to be a degree that people feel can

lead to remunerative careers as well as careers in a variety of
other fields. - ,

I suspect that they underestimate the early-year earnings in the
legal profession and that probably accounts for that.

Dr. WasNick. If I could make a point, we've found in all cases
the debt burden declined over time. It declined rather rapidly in
the case of lawyers because their income rose rather quickly in the
10-year period when they were likely to bé repaying their loan.

For the arts and sciences Ph. D. graduates we found that their
debt burden did not decline very rapidly. It stayed at about the
same level as it was in their first—in thé beginning of their gepay-
ment period./Because their incomes did not show this steepé

in the outyears. 2 :

Mr. CoLEMAN. Would any of you@re to comment on the practi-
cability of having a two-tiered systein in which some-of the recipi-
ents would have graduated payments and others not, based on this
data? Could a two-tiered system in a practical solution?’

Mr. HarTLE. I think in policy terms it would be desirable, based

- on the evidence that we have compiled. I'm not in a position to say

whether administgatiVely it would be a system that would be easily
workable. And I fhink that would be something that the committee
and the Cgngress would need to give careful attention to.

Mr. CoseMAN. Dr. Wabnick. '

Dr. Wasnick. I don’t think that a two-tiered system should nec-
essarily be imposed on the basis of occupational choice. I would
think it q'ould be imposed on the particular level of borrowing. You
might come to a conclusion that a particular level of borrowing

., was onerous, and therefore, and after that level, you might say

graduate—the students should have the option for graduated 're-
payments in those 3 or 5 years of their repayment period.

Mr. CoLeMAN. Dr. Sullivan, I think that most of your study that
I have reviewed here dealt with medicine and medical $tudents.’Is
there any comparable discussion about minorities -in the law? Do
either of you know any comparable statistics concerning minorities
in law? '

Dr. Surpivan. I really could not comment gn law students,
except to note that blacks entering law school aldo continue to be
quite underrepresented. But financial perspectives I cannot.

Mr. CoLEMAN. Thank you. 4 - :

Mr. SiMON. Mr. Petri. : )

Mr. Perri. Thank you, Mr. Chairman.

This has a lot of interest, this dream question, this question of
what you would like. I am’curious, whether you had a chance to
review some of the proposals that have been made for some new
Fedefal loan program of an income contingent nature, whether
that would meet some of the dreams that you’ve outlined for some-
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thing that was either service contingent or-graduated to réflect the

(difficulties people Kave in their earlier years of making payments?

I reali_‘ze there are administrative difficulties in any of these dif-

ferent programs, but would something of that sort be worth, pursu-

- ing as far as you’re concerned?

Dr. SurLivan. Certainly in medicine and the other health profes-
sions I think it would be. The problem—we would certainly argue
for variety and flexibility in methods of financing graduate and
professional education, and this would certainly be one that we
think should be explored as to its availability. *

* Because, again, it’s oagr experience and our sgeculation that
among health professions' students the issue is not really repay-
ment of loans, but having loans that are repayable, and because of
a problem that we face now, we find—we believe that the reason
we are seeing changes in the profile of our student bodies, certainly
among minority students thus far, and I would project that in an-
other few years we will see significant changes in majority stu-
dents as well, is the fact that now for the first time we are unable
to tell students: “Do the best work you can and get admitted to

medical or dental or veterinary school. Don’t worry about the fi--

nancing. That's going to-be available.” That’s not the case any
more. And we feel, therefore, students are selecting themselves out
from applying to health-professions school because they do not see

. this as a realistic option. They are aware of the high-interest loans

that cause the burden and they’re aware of the heavy debt burdens
that students are now experiencing, and they are choosing to go
elsewhere or not go at all because of that, because a student from a
low-income family cannot imagine borrowing $10,000, $15,000,

-$20,000 a year that a student, perhaps from a more affluent family

can see that as an investment in their future. .
So, we would really argue for a variety. of support programs

available, loan programs including flexible-repaymént options, con- .

tinued scholarship funds for the most needy of'students so that we

still will continue to have, going into the health professions, indi-

viduals from a variety of backgrounds. - :

Dr. Wasnick. If I might add, the idea of income-contingent loans
has been around for at least 10 years, since I’ve been involved in
this area. And I think the shortcoming from the Federal standpoint
has'been the administration of it. At a lower leve], that is, the in-
stitutional level, it appears much more manageable. Several medi-
cal schools, I think Yale and Harvard, have set up their own tu-
ition-income-contingent repayment programs. It's much easier at
that level for them to follow the students and aBv, since you're
dealing with a group, a homogenous group of stidents, those in
particular professions, it’s muchasier to follow them and to track
what their incomes are and to adjust the loan terms accordingly.

Mr. HArTLE. The administrative difficulties that ensued-with the
cancellation provisions under:the National Direct Student Loan
program for teachers and what not, gives some indication, I think,
of the problems that you might encounter with an income contin-
gent loan. Certainly just keeping track of the income of all the var-

L

- 1ous student borrowers would be an important and difficult task@~‘
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I, frankly, thinl%the only way you could do that would be
through the Internal' Revenue Service. And that’s probably the best
way to go if the committee wants to pursue this matter further.

Mr. Perr1. Dr. Sullivan, I noticed in your repprt, you spoke of the
need for increased recruitment-of minorit st{};nts by the,grmed
services and the proportion of armed service s§holarships going to
minority students.'I wonder if you could expand on that a little,
perhaps discussing some of the reasons for that or some ways we
might contemplate to overcomg this prgblem.

Dr. SuLLivan. Yes. This Eijz,/?agzain, ‘an attempt to look at the full
array of mechanisms wherepy ‘minority students can finance their
health professigns education as well as address the need of the mil-
itary. Certainly minorities are quite highly represented within the
military and the military happeng to need many more health pro-,
fessionals, including physicians. *

Unfortunately, the military scholarships are chosen solely on the
basis of grade point averages and aptitude test scores, and that
system actually works to the detriment of the selection of minority
students. There is no data whatsoetver to suggest that the quality of
physician has any relationship to that physician’s test scores in
medical school or upon entry to medical school. Such things as the
medical aptitude test, for example, predicts performance in the
first 2 years of medical school but not—has no predictive capability
in terms of the clinical years in medical school.

So what we are arguing for in our study is another standard to
use by the military in choosing the recipients of their scholarships,
as well as an expansion of the military program, because the mili-
tary has a need for more health professionals, but actually the ex-
pansion of that program has been minimal. '

Mr. Petr1. Thank you. I don’t want to prolong it. May I ask a |

+ few more questions?

Q

Mr. SiMoN. You may proceed. ’ _ -

Mr. PetrI. I know we sometimes have a 5-minute rule.

“The subcommittee is expected to recommend that the Federal
Government should increase grants for operating support to all col-
lege and university libraries with “much larger grants to major re-
search universities.” Do you agree with this recommendation and
could you elaborate on how much additional support is needed for
research -universities?

I don’t know who would like to answer that. Do you have any
feeling about that? .

No comments? Well, then the second question was that in the
science and engineering fields, there’s a problem of talented faculty
members, evidently, leaving to join industry, which has caused sig-.
nificant concern. \zould you have any ideas as to what, if anything,
could be done at the Federal level to address this problem? Or is
m -for the universities to work out themselves?
1tT. I find, if I may respond, Mr. Petri, that it is difficult
it minorifies into those fields because of the high salaries
awarded or available in private industry. The way that we counter-
act thabor could counteract that is by increasing the stipend level
for study in graduate school or entering into a joint venture with
various businesses and industries in order to increase that level of
youngsters graduating with a B.S. degree in engineering can com-
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mand very high salaries and therefore $7,000 stipend in graduate
school doesn’t loo*t very good. So, it is the income that’s in industry
that’s drawing them away. i : o

We have, at Ohio State, removed what Wﬁ%x reviously a very re-
strictive supplementation level for fellowship Fgcipients and we are
allowing now a company to contribute or supplement one of the fel-
lows by as much as $10,000 if we give him_$7,000. But we have not
gotten that kind of support from the Federal Government.

Mr. Petr1. Thank you. One last question. If you-compare gradu-
ated repayment to income contingent repayment, trying to achieve
the same objective, wouldn’t income centingent repayment be supe-
rior in that someone’s income might not go up and then they would
be back in: the same box' that we are trying to avoid with the grad-
uated repayment program? It lacks flexibility as compared with

. the income contingent plan.

- Dr. Wasnigk: It does. You get down to the problem in an income
contingent system of never repaying, if a student’s income doesn’t
go up. You even had, in the past, you even had people suggesting
that an ‘income contingent plan provided some small disincentive
to work. I don’t believe that myself, however. [Laughter.] '
But you never know. gg a ,
* But the point is that there has'to be an end} there has to be a
way to cap, the repayment at the amount of the loan in order fto
keep the lenders interested in making the loans.: .
Mr. SimoN. We thank you very, very .much for your testimdny.
Our next panel, Dr. Alfred Sussman, dean of the graduate schoo} of
the University of Michigan, Dr. Allan Sanderson, associate dean of
the graduate school of Princeton University, Ms. Roberta Ropik, as-

sociate director for financial aid at. Northwestern University in the _

State of Illinois. . :
We welcome the three of you. Incidentally, Mr: Coleman ’hmr I

--will have to leave in a few minutes because of another problem in
* the schedule. But it does not indicate a lack of interest and we will

be following what is said and we’ll get reports from our staff about
what is said. ’

Dr. Sussman. o ( a
- [Prepared statement of Dr. Alfred Sussman follqws:] )
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. PREPARED STATEMENT OF DR. ALrREp S. SussMAN, INTERIM VICE PRESIDENT FOR -
GRADUATE Stupies AND ResearcH, Horace H. Rackiam ‘GRADUATE ScHooL, Unr-
vERSITY OF MICHIGAN, ANN ARBOR, MicH.

i
‘Introduction

. 1 am Alfred Sussman, Vice President for Graduate Studies

and Research at the University of Michigan. The Consortium on
. Financing of Higher Education (COFHE) is pleased to have-been
invited to testify on a subject that has been of great interest

to us"
ot
B - Over the past -three years, the Consortium has examined

issues related to the financing and general condition of
graduate education in the United States. The COFHE Graduate .
Project has been a unique effort in that itihas included twenty
leading public and private research universities from across
“the country. As a result, we have been able to respond to the
issues raised by the Subcommittee as it holds its hearings
leading to reauthorization of the Higher Education Act of

1965. This document will be responsive to two of the issues
raised by the Subcommittee, including The influence that
various debt levels havewon the career choices of graduate and
professional school students, and The level of unmet need among
graduate students and what impact do rising costs have on the
.quality of education and caliber of students in the lower
salaried disciplines and professions.

-

Unmet Needs and Loan Debts

We have studied the sources of graduate student support
and compared these<with the financial requirements faced by
graduate studen}S. Our findings, which are illustrated in
Appendix 1, show that in both the private and pu ic
universities there is a very sybstantial propor{kﬁn of expenses

. that are not met with the curfent combined levels of
fellowships, research and teadhing assistantships and loans.,.
For example, of the 20 gradua schools studied, only eight had
more than 50% of the graduate student support available from
these sources and only one had as much as 80% of the needs of
students met. By contrast, only two years earli more of
these institutions were able to meet more than 50 of graduate
school need. At the University of Michigan, as Appendix 2
shows, in 1981-82" the average dollars required fon a graduate
student was $9,307; yet, we could provide only $3,793 to meet
that total. - ’

Therefore, since 1979, many students have faced an all
too familiar trend in funding: reductions in federally funded
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fellowships and research assistantships have been offset by
Ancreases in loans. That this has been the case is shown in
the results of a survey of graduating seniors, the results of
which appear in a COFHE report, "Beyond the Baccalaureate."
Appendix 3, taken from this report reveals a loan debt in the

'»range of $5,000 to $7,500 for almost one-third of the.
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undergraduates in the private institutions studied, 'with 42% of
them hawing incurred debts of over $7,500. Among senio[s from
the public universities in the study, two-thirds reported loan
debts in the $2,500-$9,999 range. .

gffects Upon Choice of Careers

made by able undergraduates in respect to caregrs in graduate
and professional education. Appendices 4 and mwhich are
taken from "Beyond the Baccalaureate" address thi's question.
Thus, two-thirds of the seniors in private (Appendix 4) and
public institutions (Appendix 5) considered attending graduate
school in the arts and sciences but, 31% of those in the
private and 40% in the public sector decided not to pursue
graduate education. Only 15% and 12% of these two groups
respectively planned to go directly into graduate school after,
graduation. The'report found that among those'in this set of
excellent students who said they might some day attend graduate
school, financial considerations were a strong factor in the
decision making process (Appendix 7). This conclusiontholds
Jfor all of the disciplines considered, including the Applied
Sciences, Humanities, Natural Sciences and Social Sciences.
Furthermore, this point is reinforced because four of the five
major reasons for delaying graduate school relate to financial
matters, including support. _—

What are the effects of this situation ugﬁn the choices
3

Has there been a change over time in the career choices
of excellent undergraduates who are™headed for further
education? A study of the highest achievers among students at
several ulversities was conducted by the COFHE project in an
effort to answer this question with the results shown in
Appendix 8. In this case, members of Phi Beta Kappa from
Northwestern University wergystudied and the data indicate
convincingly that since 1955“there has been a flight of-the.
begt students from Ph.D. programs into the professions. The
drgp has been precipitous between 1975 and 1982, a period when
federal _support was eroded by inflation. Although the numbers
of fstudents involved in this study is small, studies from
several other universities lead to similar conclusions. For
example, at Harvard in 1964, 77.2 percent of the seniors who
graduated with highest honors went out on to graduate schools
in the arts and sciences; however, in 1981, this figure was
onply 30.8 per cent. '
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The results of the trends we have discussed are complex
and all on the negative side of the ledger:. students with
debts from their undergraduate years are choosing to pursue
professional degrees, which often take a shorter time t¢
complete and which result in higher paid careers. Students who
do enroll in graduate studies take longer to complete their
work- and, more often than professional students, drop out
before obtaining a degree. Graduate work increasingly offers
an‘unattractive option to students who, being rational economic
beings, recognize this fact and say,_ ''No Thank You!", to )
research, treaching and scholarship. [The cost to our society,
in terms of its cultural, economic ang technological bgses may
be very great if ,these tendéncies cortinue so we must examine®
means to reverse/this trend. v . ‘ < :

Recommeqdations/

‘ Our reseafrch supports the conclusion that fellowships and

traineeships offfer some of the most desirable forms of stimulus
to the enrollm¢nt of graduate students and to completing their
,degree work expeditiously and successfully. At the .
universities gproducing the most Ph.D. candidates, the erosion
of training gfrant support beginning in the mid 1970's, and the
termination of many of the large endowment programs supporting
graduate students, such as the Ford Foundation and Woodrow
Wilson programs, provoked a real crisis. DecTreasing
enrollments and fears for the quality of these programs have
arisen, in part at least, because of such flagging support. My
cofleague, Dean Allen Sanderson of Princeton University, will
deal with these forms of graduate student support but I will

§ restrict my»?ttention to the College Work Study Program.

\

College Work Study is an excellent way to help to lower
burden of students: students prefer work to, :
boxfTowing; important work, such as research and teaching, is
pférformed; this work is an important part of the graduate
ekperience; and, such federal support contributes to increasing
t supply of the experts upon whom we must rely to enrich our
# culxure, knowledge base and technology. .
. v B
We are aware that, when the Administration recently-
requedted an additional $300 million in College Work Study
fundi some were of the opinion that not all of such.
increases could be utilized by eligible institutions. This may
be true to an extent but were a modest lead time to be built
into the program the increased funds would be well-used and
perform the important roles I discussed earlier. In addition,
given the changes that have occurred since the adoption of the
alottment formula and regulations, we suggest that it may be
wise to review them. -

-

, .
This opportunity to present the results of our research

and tq apply them to the important issues you raised is greatly

appreciated. We stand ready to help you further as your needs
dictate. N . . -

Y
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) ) ‘ _ APPENDIX 2
Financial Reqguirements for Graduaté Students, 1581-82
B at Selected Institutions : . N
‘
‘ ,,? Co . Dollars per Student
- . ° 1nstftution - Mgl Living Average |—— . :
Enrollment | Expenses | Tuitiof Required AﬁPilable
) Berkeley ' 918?""N $6,144 $1,801 $7,945 43,261
Brown 1179 . 7,780 | 6,783 14,563 6,084
. Bryn Mawr 359 7,370 2,608 9,978 2,508
o Chicago 2189 6,700 ‘5,754 12,454 |, 5,841
_Calumbia 3194 7,793 '[* 3,326 18 1,277 .,
_ Cornel} 37385, 7,130 5,169 | 12,299 7,930
Duke N 1545. 6,792 3,310 10,102 2,905
11linois 7581 - 6,300 . 1,792 8,092 [ 3,680
Maryland ‘ 7526 5,082 | 959 6,041 1,764
M.I.T. 4435 8,920 '} . 7,400 16,320 7,559 i
Michigan W 6258 5,986 3,321 9,307 3,794 o
*  Minnesota 7775 - 4,981 2,863 7,844 3,375
North Carolina 4227 6,240 1,603 7,843 2,441
Northwestern 2264 9,786 5,239 15,025 5,729
Ohio State 9814 - 4,986 2,066 | 7,052 2,766 o
Princeton 4 1468 6,000 6,886 12,886 8,986 *
Stanford . 5770 a,oéo 5,249 13,269 . 5,955
Wisconsin 9113 1 3.955 | 1,961 5,916 4,164
) Yale 2399 7,950 4,920 12,870 6,265

Note: "Graduate Students™ are hypothetical ynmarried individuals with v
no dependents, who enroll for two terms or three quarters, ’
"Living Expenses” is a 12-month budget for such a student; it i
includes a book allowance for two terms or- three quarters, . :
"Average Tuition" is the various tuition rates (including any
mandatory fees), multiplied by the numbers of students paying -
these rates, divided.by the Fall enrollment, "Required Dollars

er Student"™ is Living Expenses plus Average Tuition. "Avajlable
Dollars per Student" ?8 based on the table titled "Financial
Resources for Graduate Students, 1981-82", and includes all
sources except Loans (see other side),. . _ .
10/25/83
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¥ ,rlnanr.%l Resources for Graduate Students at Selected Insfitutlons, 198182 .
w Trederal [Endowment Cen.!uhﬁ Private Teaching’ ,vfederai Other
N Institution | Fwps * Fwps - Fwps Fwps |Assiztants Res. Assts|Res. Assts| Loans
_ Berkaley $3.26 $1.63 | %6.0k| $6.86 $9.73 $2.43 | $5.47
v (831) (1292) (2240) {1668) (2059) (515) (287
Brown -53 $.09 -91 -22 | 3.4 1.70 2227 .95
(89) 22) (105) (36) ” (294) (38) (251) "
. Bryn Hawr a6 .26 12 .01 .03 .28
P N (8) {60) (9) (2) 6) - (10)
Chicago 3.21 .37 3.62 1.99 ® 2.30 3.96
347) (166) (932} {446) (230) (895)
Columbi® - | 1.30 .75 2.09 | 1.49 5.38 2.17 .39 % 3.5
' foes [ m Qo | erf| e (296) G3 | U
Cornel) 2.19 L h.h7 3.16 10,70 * L 9.0 7
(245) (485) (3501 (1091) . (1009) m
Duke . .95 .27 1.80 .16 .54 .66 N .. 7h
M7y (56) (182) (19)' (212) (121) (25) (204)
11tinois 1.7 .90 1.88 .38 13.16 8.31 1.54 9.08
. (221) (156) (559) (58) | -(2341) (1212) (269) [ (3307)
Maryland .32 .ot .38 .03 9.80 - 2.02 .72 1.57
. (s8){ (210) (1) (1450) (422) . (659)
R M.1.T. 3.29 1.00 2.08_| 2.32 6.43 15.26 314 L.56
- (271) m m (211) (399) (1207) (248) 4 | (1215)
Richigan 3.13 k2 4.92 1.62 9.58 1.79 2.26° 7
! (565) 4] ags) |7 (D {1818)- (483) (497) ()
Hinnesota .86 09 | .1.00 .30 14.60 ' 9.39 1 ~
' (130) | @G0} [ 65 | (63) | (2030 (1420) ™
North Carolina| 1.61 .2k .33 .58 k.57 1.80 1.20 .78
» (383) (61) (123) (169) v (1160) (439) (412) (7} "
Northwegtern .75 N 452 |- .61 ]| &9 1.86 .19 2.56
(96) (27 (63 | G2 | Gg93) ~@oo)” | (31 (535)
Ohio State 2.13 ,2-53 .61 16.15 * 5.73 ? .
061N . (237) (90) (2073) I {701} (13 —
Princeton 1.26 | 1.99 i.99 1.7 2.99 | 2.22 1.03 1.40
- | 08y | (200) (200) (200) (245) (184) (95) (00)
Stanford 2.67 J5 4] 2.2 7.29 4.53 A 16.70 8.16
(L,82) m (7) m | Mm29) (2336) (1757)
Wisconsin 3.47 48 E&2.kl 1.61 11.67 10.71 7.59 - 8.32
. (359) (79) (262) (236)| (u91) (1327) (9ko) | (2567)
Yale 2.76 1.6 | 6.77 .92 1.64 1.61 .18 2.97 ;
(211 (158) {998) | 1Y) (811) (299) (33) (1285) - "

Note: Dollar figures are In m:)lions. Figures In parentheses are headcounts of
i supported students (FTEs at Princeton); headcounts may be duplicated across columng,
T except at Northwestern. A "#" in a column indikates Inclusion in the next column to the~
- right.
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APPENDIY 3

¢ Total Amount of Educational Loans
Owed Upon Graduation

- P'ri_Vate Institutfions _ Percentage )
T 41 - 2,499 ' 8% .
$ 2,500 - 4,999 20 .
$ 5,000 - 7, ,499 30 -
$ 7,500 - 9,999 , 27
310 000 ox greater : ) 15
1007
N= 2,972
s 14
A . A - ) -
APPENDIX 4 - i
Public Institutions
Total Amount of Educational Loans s
_ - Owed Upon Graduation PV,
’ ‘ Percent .
$1-2,49 : — g
, o $ 2,500 - 4,999 : e 24
$ 5,000 -~ 7,499 27
$ 7,500 - 9,999 A 14 )
$10,000 or greater 6 '
. , 100%
T o : Meighted N = (1,036)

(Source: COFHE, Beyond the Baccalaureate...)




APPENDIX 5

Private Institutions
Gradyate School Orientations/Fall Activity by Sex,

Pct. Who Considered
Craduate School

N =
’
Graduate School
Follow—-through

Not-going

Delayed entry

Fall entry
Master's
Doctorate

Fall Activiey

Graduate School )
Professional School

" Employment

Other, undecided

N =

Women iIn

. —m Women's
Men ~ Women Colleges Colleges
65 72 71 74
1,650 2,291 1,490 803
31x 31X Tax 31x
48 59 60 58
10 6 6 6
10720 ,>10 S >0 ¢ D12
100% 1007  ~ 100% 1011 .
1,078 1,655 1,068 , 593
) X
1536 >0 Zz:>21 ¥ 25
54 67 68 67
11 11 12 9
1o0ix 100% 16ix | - Toix
1,697 2,310 1,499 812
F




\Other, undecided

APPENDIX €
public Institytions

Graduate School Orientations/Fall Activity by Sex

Men. Women
Pct. Yho Considered It
Graduate School 66 67 :
Weghted N = (841) (912)
Graduate School A
Follow-through
Not-going 33 37
Delayed entry &n 55 -
Full entry .
Master's 11 5
Poctorate 5 > 16 2 >7
100X 992 R
Weighted N = ~ (553) (612)
Fall Activity
Graduate School . 10 5
Professional School - - 32 >A2 17 >22\
Employment ‘ 53 70

3 8
. 100% 100x

Weighted N = (850) (940)




) APPENDIX 7
“ B
Selccted Major Feasons {Acadexic /Financial) for Delay_!ng Graduate School
Entry by Fleld for B+ Plus Students

(Percentages;multip}e responses pexmitted) N
) ) . Applicd - N.a;:ural Social '
. "Sriences Humanities Sciences Sciences
Tired of academic aspects o6y 36x 39% 36X
of school
, Need to fmprove finances 47 42 31 47 -,
Uncertatnty of afd pyograms 22 19 12 20
Debts too high 18 13 10 , 15
Unable to obta[n.nid 6 & 5 6
N ~ 32 . 313 134 336
)
. . NORTHWESTERN UNIVERSITY ‘ APPENDIX 8

. Phi Beta Kappa Study

Highest Degree Only*

P e — RGO
MBA 0 -0 L2057 1 (2,47_)'
Other mastex's 3 (18.75%) 3 (12.57.)' 0 . 3 (7.37)
TOTAL MASTER'S 5 (31.257) 7 (29.2%) 6 (15%) 5 (12.2%)
D 1 (6.257) 5(20.87) "8 (202) . 9 (22.0%)
e M> 1 (6.25) .4 Q6.7 15 (37.51) 14 (34.1%)

, PhD 6 (37.57) 4 (16.77) 8 (20%) 2 (4.97)

/ None = 3 (A8.75%) -4 (16.77) 3 (7.57) 11 (26.87)%
TOTALS 16 24 . 40 41

*  *For xespondents who received both an Mp anci PhD or JD and PhD. // k

the PhD is shown as the highest degree.

** 5 respondents_.ind:{’cate intentions to enxoll in MB l
_ A
;:oézg;sor %ﬁSS;fZ indic:iatel‘intentions to enroll in ma];igﬁl":ms
‘ . erefore, on respondents (9.8%7 -
.l, ) for graduvate education. - Y P # (9.82) show no plans

’




STATEMENT OF DR. ALFRED SUSSMAN, DEAN OF GRADUATE
SCHOOL, UNIVERSITY OF MICHIGAN; DR. ALLAN SANDERSON,

.ASSOCIATE DEAN, THE GRADUATE SCHOOL, PRINCETON UNI-
VERSITY; AND ROBERTA POPIK, ASSOCIATE DIRECTOR FOR FI-
NANCIAL AID, NORTHWESTERN UNIVERSITY

Dr. SussmaN. Mr. Chairman, with your permission, I wonder
whether it would be all right for us to vary the order of presenta-

tion. .
+ . Mr. SiMoN. That would be perfectly all right. . - S

Dr. SussmaN. If I were to present a small introduction.followed
by Dr. Sanderson and then Dr. Popik.

Mr. SiMon: Fine. _ ’

Dr. SussMAN. A consortium on the funding of higher education,
COFHE, we'’re very pleased and honored to have been invited to
testify on the important subject the subcommittee is considering.
Over the past 3 years, the consortium has examined issues related
to the financing' and general condition of graduate education and it
has been a unique effort in that it has included of the leading
public and private research universities fr. cross the country.
As a result, we've been able to respond to the issues raised by the
subcommittee as it conducts its hearings. I should like to introduce
my colleague, Dr. Sanderson, who will consider some data and di-

- vergity in the pattgrns of financing of graduate students and
others. - .

Thank you.

Mr. SiMoN. Before you testify, Dr. Sanderson, I note your name
is Popik rather than Ropik. I'm sorry it was a typographical error
here. My apologies. ~ '

[Prepared statement of Dr. Allenr Sanderson follows:]

PREPARED STATEMENT OF DR. ALLEN SANDERSON, PRINCETON UNIVERSITY

“Graduate education” ig not one entity but rather 400 different research-doctorate
institutions and ten times that many departments. It is a very diverse community, .
and its heterogeneity often renders generalizations inappropriate. Its continued vi-
tality and effective approaches to its current problems depend to a large extent on
recognition of this basic structure. .

Current pressures at Yale are not those of the State University of New York at.
Buffalo. Conditions facing the humanities ire not the same as for the sciences; and
engineering is yet a.separate case. Among graduatefschbels we see a mix of both
large and small, public and private, technical institutes and liberal arts emphasis. .

I'here is also a diversity of students: some come directly from colleges, othersshave
substantial work experience; some enroll full-time, but a third are part-time stu-
dents; in some fields a sizable proportion of graduate students come from abroad. -

» . Unfortunately, there is not a healthy diversity with regard to race, or, in some sci-
ence and engineering fields, gender; indeed, thd representation is inadequate to the
point of unacceptability. Less than 5 percent of applicants to many COFHE-Project
instituttons are black or hispanic, and women constitute less than 10 percent of the

"pool in some important fields. Most universities have genuine, determined recruit-
e .ment programs, bt the applicant pool remains small. A coordinated national effort
' of pre-graduate advising and training systems is essential..
inancing for graduate education is equally diverse, with universities, the private . -
sector, state governments, and federal programs all making significant contribu-
tions. Students are supported by fellowships, teaching and research assistantships,
and self-help opportunities (such as part-time employment, College Work-Study, and
participation in federally guaranteed loah programs). '

The federal government, both because olP the important “spillover” benefits accru-
ing to the nation as a whole from an investment in the advancement of knowledge
and its broad national perspective, can and ought to provide steadg financial su
port and symbolic encouragement. Portable merit fellowships (such as the N.S.F.

- t .
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program and the legislated Graduate Fellows Program in Part C of Title IX), insti-
tutional block grants for outstanding departmen& (or, as in the case of the Gradu-

ate and Professional Opportunities Program, to provide access), federally-sponsored
research (including support for equipment and facilities as well as for graduate stu-
dents—such as the Danforth-Eagleton initiative), and continued sponsorship of self- g
help programs provide appropriate public recognition of the importance of graduate
education.

The pattern of graduate-student financial assistance has shifted dramatically over

“the past dgade and a half, producing a disequilibrium that is dampening the®nthu-
siasm for kraduate study and detering talented students from pursuing it. At Prin-
ceton, for example, fiftcen years ago almost 60 percent of graduate students held
fellowships won in national competitions; 20 percent were being supported by Uni-
versity fellowships; and another 7 percent served as teaching assistants. Today,
through fellowships and*teaching appointments the University is supporting almost
twice as many, or over 50 percent of its students. Only 20 percent now hold outside
fellowships (even though our students compete as successfully now as they did
before; the availability of such aid is simply not what it was fifteen years ago); about
10 percent are completely dependent on their own resources. Whereas fifteen years
ago the aggregate indebtedness in the Graduate School was under $50,000, for the
current academic year our one thousand United States students will borrow $1 mil-
lion. Nationally, in 1968 the federal government provided over 50,000 fellowships,
including many in the humanities and social sciences. Today that number is onl;
about 6,000, and the allocation is heavily weighted toward applied science and engi-
neering disciplines. ) ]

The shifts noted above have increased dramatically the net costs for anyone con-
templating graduate study. Studtnts must now commit more of their resources (in-
cluding borrowing, which is a commitment of their expected future resources).
Moreover, in many fields real earnings for doctorate recipients lag behind those for
other professionals. Finally, increased frogram length—by one to two years on ‘aver-
age in the last decade—raises the level of foregone income, an implicit but very im-
portant component of the costs of graduate education.

As one might expect, the significance of these changes has not been lost on poten-
tial applicants. Across the 350 members of the Council of Graduate Schools, the
average number of applications declined by 23 percent between 1974 and 1981. At
the twenty COFHE-Project institutions, the declines have been less pronounced
on:{ 5 percent), but the aggregate figure masks tremendous shifts within divisions:
while applications to science departments held steady from 1972 to 1980 and rose 73
percent for engineering, the humanities and. social sciences—areas that include
many, first-rate departments in this country—registered declines of 47 percent and
28 percent, respectively. .

&?th the drop-in applications and enrollments, there is a real concern about a

- concomitant reduction 1n both guality and opportunity. It is clearly in the national
interest to encourage the finest students to continue their education—and to make
it financially possible for them to do so regardless of personal and family circum-
stances. There i8 no question that the very best students have access to others ca-
reers, and that the pressures to forgo graduate training can be particularly intense
for students who must support themselves and their families. For example, respond-
ents to a 1977 survey of 18,000 Woodrow Wilson Fellows (a program of excellence
spanning 25 years from 1946-1971) listed finances—the need to earn a living or the
lack of research funds—as the most important factor by far in delaying or prevent-
ing degree completion. Survey data from 700 doctoral students admitted to OFHE-
Project schools for the 1981-82 academic year showed that over 75 percent of that
group gave finances as ‘“‘critical” or “major” in their decision making.

Reporting on meetings last fall with campus representatives for the new Mellon
Fellowships in the Humanities program, Robert Goheen, the program director and
former Ambassador to India, reported that:

“With only a very few exceptions, at each place I had confirmed again that many
of their brightest undergraduates have not been going on into graduate study re-
cently. Many admitted that they had not been encour ing even the very able to do
80. Some said talking down of a career prospects in academia was widespread among -
their colleagues.

“[There was] a widely shared perception that they are encountering noticeably
fewer very bright, very challenging graduate students that ten years ago and on the
whole the quality is down at the gra%,\.xate level . ...”

Belief that proper inducements can strengthen the applié’ant pool is borne out by
the overwhelming response by youpg humanists to the Mellon program (a commit-
ment that will terminate after ten years) and the astounding increase in applica-

-
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tions to leading humanities departments this past year, the first upturn in many
years. Equally important, but poorly understood, is that both demographic factors
and other forms of evidence (provided through contact with department placement
officers, for example, and an extensive recent survey of carrer paths of Whiting Fel-
lows in the Humanities) suggest strongly that there are, and will continue to be in
the decade ahead, good employment prospects for the best qualified doctorate recipi-
ents. . i :
Ultimately, our concern is two-fold: that the very best potential candidates in all

fields, representing the full diversity ‘of the American population, be encouraged

and supported adequately in the pursuit of advanced learning, and that depart-

ments receive the support they need to pffer programs of quality. At this point in
our history, our national investment in kraduate education seems not adequate in
either respect. y

STATEMENT OF DR. ALLAN SANDERSON, ASSOCIATE DEAN,
GRADUATE SCHOOL, PRINCETON UNIVERSITY

Dr. SANDERSON. I'm Allan Sanderson, representing the graduate
school at Princeton University and I've also served for the last 3
years as a member of the steering committee of the COFHE gradu-
ate aid project. What I want to say in my remarks pertains mainly
to doctoral study in the arts, sciences, and engineéring. I have
three separate documents of research that has been done at Prince-
ton and through the consortium, which I would like to leave as
part of my testimony. ) ' - '

In my oral remarks I just want not to reiterate what I have writ-
ten, but to emphasize three. poin things that have come from the
3-year study we have been engaged in. :

The first is that graduate education is a very diverse community.
There are 400 separate graduate schools. There are over 4,000 de-
partments. And it’s a unique structure.

In térms of fields of study, the conditions facing the humanities

are not the same as the conditions facini the sciences, ahd engi-
neering has its own special case. If we look at institutions we have
a mix of public and private, large and small. In terms of students,

~we have the same type of diversity, those who are attending full
tin}e versus part time, young versus those who are coming with
wo

k gxperience, international students versus U.S. students.

We/do not have as much of a health diversity as we would like ’
3’ gender, as the re- .

by ahy means in the representation by race an
mayks of the previous panel alluded to earlier this morning.

he second point is that financing is also very diverse. It's di—;“

verse in terms of types of aid, fellows ips, teaching assistanceships,:
research assistanceships, self-help programs. It’s also diverse with
respect to the sources of aid, money coming from the universities,
from the private sector, from State governments,‘from the-Federal
Government and from the students and their families. And this di-
versity of financing also varies across fields of study and institution
and the studénts. - : :
Our studies in the consortium and at Princeton lead us to think
that we no longer have a healthy balance, that students-and insti-
tutions are bearing an increasing share of the cost and it's an un-
healthy share at present, as I tried to suggest in my written testi-
mony. . _ - .
We feel that the Federal Government, because of the spillover of
benefits to the Nation and the broad, national perspective, is in a

position to provide more in the way of financial encouragement, as
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well as just psychological encouragement; as a public signal that
the Nation values this investment.

The third point is that the shifting pattern of graduate financial
aid has dampened the enthusiasm for graduate study, as reflected
in the declining numbers of applications, percentage submissions
which we alluded to in the written remarks, and also as a point
that Mr. Simon mentioned a few moments ago, we are concerned
that the shifting pattern’of financial aid is also deterring the more
talented, the quality students, from pursuing graduate study.

We have evidence from work done from the Woodrow Wilson
Foundation, the Mellon Foundation, our own internal work on the
COFHE project, to suggest that, end impressionistic evidence which
says that this deterrent effect is this strong and it’s real.

In my own——lf I close with a small example from Princeton, in
last year’s graduating class of 92 ernomlcs majors, a discipline
which has a very: good employment record and very hlgh quality
graduate education in this country, only 2 of the 92 semors were
going on for Ph.D. study in this country.

Ultimately, then, our concern is really twofold, that the best po-
tential candidates in all fields, representing the full diversity of the
American population, be encouraged and supported financially in
the support of advanced learning, and that the departments receive
the support they need to offer programs of quality. At this point in
our history our national ifivestment in graduate education seems
not adequate in either respect.

Thank you. J

\ . .
STATEMENT OF DR. ALFRED SUSSMAN, DEAN OF GRADUATE
SCHOOL, UNIVERSITY OF MICHIGAN -

Dr. Sussman. | am Alfred Sussman. I am vice president for grad-
uate studies and research at the University of Michigan. I'd like to
address the issues of unmet needs and loan debts, the effects .of
these matters upon the ‘choice of students, and ﬁnally, talk about
your recommendations.

We have studied the sources of graduate student support and
compared these with the financial requirements faced by graduate

students. And the data in my written testimony will, I think, give -

eloquent evidence of the fact that among our umver81ty there is a
large amount of unmet needs.

Just to give a few examples, of the 20 graduate schools studied,

only 8 could meet the needs that the students had for more than 50
percent of the financial burden imposed on them. Indeed, only one
of the universities in this set was able to meet 80~percent of the
need as diagnosed in the studies we’ve conducted. T
trast to 2 years ago when the same study was conduet®é d in which a
larger proportion of the need was possible.
" At the University of Michigan, for example, in 1981-82, the aver-
age dollars required for a student was $9,307, and yet we could
only provide about a third of that. Therefore, since 1979, many stu-
dents have faced an all-too-familiar trend in funds, reductions in
federally funded fellowships and research assistanceships having
been offset by increases ip loans. And we have heard testlmony
today about the amount of loans.
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That thig has been the case is shown in the results of a survey of
gzaduating seniors which appears on the COFHE report, which will
' left by Dr. Sanderson, called “Beyond the Baccalaureate.”” I _
-~ won’t expand on those data because they’'re there for you to see in »
that report. However, 1 should like to mention that in addition to .
these large debt burdens confronted by graduate students, the - o .
© matter is exacerbated by our data which also show that parents are .
. most likely to consider that their children who l%o on to graduate.
school, are independent and therefore are very like#y to forego pro-
viding funds for that experience. : : . '
This is in contrast to the attitudes disclosed in our data where -
the parents are more likely to support their students when they go
on to professional schools. This further affects the situation in re-
spect to the choice of careers, a subject with which I'd Jke to deal
now, * P _ . .
What are the effects of this situation upon the choices available -
to undergraduates who wish to undertake education beyond the .
baccalaureate? . : . . ®
Two-thirds of the seniors in private and public ingtitutions cen-
- sidered attending graduate schools in the arts and sciences, but 31 - .
- percent of those in the private and about 40 percent:in the public
sector decided not to pursue graduate education. o .
Only 15 percent in the private schools and 12 percent in the pub-
lics ofy these groups of excellent students, planned to g& directly
.into graduate school after graduation. The report found that
among those in this set of B plus and A students, financial consid-
erations were a strong factor in the decisionmaking process. This
conclusion holds for all of the disciplines represented, which in-
clude the applied sciences, humanities, natural sciences, and social
sciences. _

Has there been a change over time in the career choices of excel-
lent undergraduates who are headed for further education? Aga|in,
the data I have provided will reveal some situations in different
universities. I have selected one from Northwestern University
where a phi beta kappa candidate show that there has been a
flight of the best students from Ph.D. programs. '

%‘his flight is illustrated in other cases as well and we have data
from a number of the institutions within the COFHE group which
reveal the same effect. ’ - = -

The regults of the trends I have discussed are complex but all

- suggest that things are on the negative side of the ledger. Students
with debts from their undergraduate years are choosing to pursue
professional degrees which often take a shorter time to complete
and which promise a higher payoff. Students who do enroll in grad-
uate studies take longer to.complete their work and, more often
than professional students, drop out before taking their degrees. '

. Graduate work increasinfly offers an unattractive option to such

“'students. They are rational economic beings. They recognize these
facts and say, “No, thank you,” as they confront the situation that
they see before them. And these are our most intelligent people
who can read the facts better than most.

. The cost to our society in terms of its cultural, economic, and
technologkal basis may be very great if these tendencies continue.
So, we must examine means to reverse this trend. R

—
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My colleagues have dealt with the subject of various forms of fel-
lowship support, but I would like to center my attention on college
work study, about which not much has been said, although it has
been mentioned and supported by the persons who testified before
us. . v

College work study is an excellent way to help lower the debt

“burden of students. Students prefer work to borrowing. The impor-

tance of the work, such as research and teaching, is patently obvi- :

ous. And this work, in fact, is a working part of the graduate expe-
rience, and such Federal support contributes to increasing tHe

" supply of the experts upon whom we rely to enrich our culture, the

knowledge base and technology. .

We are aware that when the administration recently requested
an additional $300 million in college work study funding, some
were of the opinion that not all such increase could be utilized by
eligible institutions. I would like. to suggest that this may be true

gram, the increased funds could§’indeed, be well used by the com-
munity and perform the important roles I discussed earlier.
In addition, given the changes that have occurred since the adop-

-to an extent, but were a modest lead time to be built into the pro-

P

tion of the ‘allotment formula and regulation, the subcommittee -

might wish to consider reviewing these. .

I would\ike to close with mention of something I mentioned ear-
lier, and that has to do with the parents’ obligation to students fi-
nancially. As I showed earlier through the data which I think will
be in the book that Dr. Sanderson has before him, it’s likely that
parents will not support their children in graduate school, whereas
they willingly take the responsibility in the baccalaureate studies.
This fact has, it seems to me,‘a very important effect upon the
work study program that I mentioned earlier. . o

For example, the utility of the work study program is seriously
undermined by the existing .requirements for establishing financial
independence. Currently a graduate student is bound by the ,same
requirements that obtain for undergraduates. That 1s, to bk de-
clared independent a graduate student must not receive more than
$750, be claimed as an income tax dependent, or\kve more than 6
weeks with his or her parents, both for the calendar year in which
aid is received, and for the previous calendar year.

Quite apart from the fact that in a family oriented society this
seems to me to divorce children even further from their families.

It seems to me that parents, generally, cannot, and as a matter
of policy should not, be required to assume the same financial re-
sponsibility for their children’s graduate education as for their un-
dergraduate education. However, the current regulations would
prevent students who were financially dependent as undergrad-
uates from receiving need-based aid during their first year in grad-
uate school. Even though the vast majority of such students are, in
factetotally independent. - -

I would, theyefore, strongly urge that graduate students be con-
sidered financially independent upon enrollment in graduate
school, provided they meet the criteria for independence from that
time forward. o
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This opportunity to present the results of our research and to
apply them to the important issues you raised is greatly appreciat-
ed. We stand ready to help you further, as your needs dictate.

Thank you. : ' _ ' 7 .

Mr. StmoN. Thank you. Ms. Popik.” - :

[Prepared statement of Ro@tg\l’ogl/k follows.]‘

»




.PREPARED STATEMENT OF ROBERTA S. PoPIK, NORTHWESTERN ERSITY

< My nawe sis Roberta Popik. 1 awm Associate Director of Tinagdcial Aid at

Northwesters University and manage the financial aid programs for our

. Medical, Dental and Law Schools. The purpose of my testimony is to discuss

the implicatjonyffOr)federal policy of debt management research conducted

ot Northwestern, B

The basic guestion examined in our three-year rescarch project was:
based upon future earnings, what debt can we realistically expect a student
borrower Lo, mandae as 6 result of postbacgalaureate studies? £s a result
ol our research, we have developed a two-fold definition of manaqeable
bt Quantitatively, manaqeable debt 1s calcutated by using that porton
of annuel discretionary income that remains after altawing for standardized
tiving enpvnscl according to the Bureau of tabor Statistics (BL%{. Specifically,
the portion of iﬁ(one avairlable for eduycationgl lodq repayment ;s wdentified
J\:the BLS 1tem “other fomily consumption.” Pualitatively, manageable debt
1% defined in terms of an income-~contingent concept that, first; allows for
rasonable choaces renarding carter and schonl of preference and that. sccond,
p"r;lls for choices reqgarding marriqqe, children, home-owning and other
mwpartant Yife decisions.

‘rne'Epeoretioal base of our model siqnificantly departs from the
tyaditiong] way of viewing student loan indebtedness. Traditionally, ohe
tirst iends educational funds up to the level of student need, not exceeding
tederally-established anngal and aqureaate limits.  Then, from this total
prangipal d%munl; one derives a "manaqeable” wonthly repayment stream, either
brxed Or IneresSing an $i2¢ aver ik, .from ogv perspeclive, this aftev-the-
fact deierm)natlon of managesbie “debt puts thé cart before the horse. The

only reasonable way to estilhte manaqeable debt is to determine first what

*
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15 a_manpqeable repayment amount for any given year, based uf)on anticipated |
ks v i
carnings within that year. Only then should one determine the‘ mtnl debt

grangipal that could be repaid by suu: a stveam of annual payments In this
wiy, lhe total educational chht is lied- te a monnm.nul measure: nnnu.x[

- N Y ) .
raraings. i \' ~ . .

-

Based up‘?n these und: rlving p?unhsts d concpulw sfmulabwn model is

wad 1o project nuna«u-dbh low‘ls of dl-bt ioh‘lu(knls IlJ ‘our graduale and -
: e
protessional programs. Speufu assmnnt\uns of the modcl aro madc dor I
“terest cate, dn=schdnl anterest ‘.u_h‘.ul_y_ repayment. terms, incomy qrowth Y es
vates, and rcpdyul‘n[ 8565 smcn'l Q[l"‘- The assumptions arc fully outlined »
o2 Yean Mte

m the notes for Table 1 ond dre necessary for undor ding the mteqmty

‘ . <
ot ouf. projections. ’ . 2 - v

i B
Before describing the wodel. let wr respond in advdhice to the possible |
s - ’ ’

objection that projections, which extend 15 or 20 years into the future,

Y
cannot deal yith numerous ynforeseeable gontingencies. We agree. . [stimates

of aanageatle debt must be fu-vuuf.,ntcii and re-assessed every three or four
. v 1
vedrs, since changes n the cconomy, 3% well as ,l(-:ul.)llons noverning”

<tudent atd programs. can siqnificantly alter assumpt’ions and the yrmenod

-~

levels of ‘manaqeable debt. »" *

“ oL
Our x'm’n‘moabl(- debt wmodel my be <wmmarized in tevms of fm;r St(")ﬂ-.
fht, adjugted qross incomes are derived from startmu sala:v data and then
moereased, at asmnv‘d urowth rates, over a 15-year repayment pcnod Second,
-l'ljuslo.d qQross incomes are converted to after-tax incomes, aSSun:inq itémized
teductions.  Third, the amount of income ‘avaxz‘»lable for discretionary educa-
tional debt rena_yrnents'i; calculated by using BLS standard budgets as the

bace.  Assuming that the “other family consenption” portion of the BLS budaet

.
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is fully dvéilable for edu‘cat-i‘tlin'al,gxl)ens'é-s‘. a p_roqressive assessment .
schedule is applied to the after-tax fncomé‘ The "othe;- family consumption”

ttem represents a portion of the discretionary income after an allowance .

?ms heen made for reasonable liyinq expenses. The result of the ai;assment

is to cstablis[\ a series of qgraduated rcq,ayments. in which increased debt
:;-|'in|x:nts ()cc.uv' concomitantly with jncreasés ill.lil(_OHK'. An (-qual'rcpay“nn-nl -
schewe is also developed by asISum'inq that thé amount»available du;inq the

fifth year 6( the graduated plan is manaqcable during cach year ol; the

wjual plan. Fogrth, a present value calculation is used.to deterwine the .
tntal dept orincical that w0ui'd be sur’)ported by each repayment stream.

- : .
This four-step process results in an estimate of manaqeable debt assuming - ’ T
the full subsidy of interest during the in-school period. However, if
the in-school subsidy were to be eliminated, the capitalization of intercst
would reduce the loan amount avatlable for educational expenses. * /

The resultsv of our research for the class graduating Northwestern n

114 gre shown in Table 1, The Lable shows several items of {nformation: &
starting salary data; manaqeable debt levels under four alternative

repayment 'schemes-—;hrec assuming an in-school interdst subsidy (lo-fear . - ‘
(""“l.,‘. 15-vear et{u.\l and araduated) and one assuming®no subsidy of ' '

mterest during the in-‘School period (15-year graduated); and an estimate 4 -
ot the percentage of adjusted qross income a:ailable for Oducatioqd‘l debt e s
vepayments. It is dmportant to keey in mind when reviewing the manageable

d(-ht.levels that i.hese reflect total educational deb.t, including both

mulergraduate and yraduate borrowing.

I
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Our ;Iuin research findina that can be generalized to the student
- population as a whole is a numer'l(;gl measure of manz;qnabl(- debt repoyment - -
between 7.5 and 4.6 percent of adjusted gross income, with the higher
percentage reflecting the prgher end of the income scale.  When lh'l‘ﬁ
weasure 1§ applied to Northwc-stu-rﬁ’s qraduatc‘ and professional students,
tt becomes clear that many are already (-x('n(‘dinq manaqgeable debt and
that others will do so as educational costs continue to rise. For example
the averaqe debt at araduation for our students who entered in 1982 is
projected to exceed $25,000 in three of our programs (refer to Table 2).
tndividual burdens in some cases may be far in excess of the averane.
Examning individual cases, we project the maximum debt at qraduation for
wome Students to exceed 592\_(_).0() ivn Medicine, $87.000 in Dentistry, $5%0,000
i law, $25,000 in Music and $20,000 in Journalism, ,
t“wvn uther recent rr_-smrch‘(c.'l..-_Hauurr-, Horch and l)avis,. 1982, .
thae l.I;v afid Habnick, 1) that sndicates the Urend Loword stagntiacant iy
bon -,5;-.15(.-(1 debt at both the under;rédudte“and4thr- qraduate leyvels in th(f
palie as \;'H as the private Sf;(itor', the imlications of this finding are
ln;ft Hnited to private, high-cost universities like Northwestern. for ' 4
1;x.|nnllp, if one assumes that the average educational costs for graduate or
. prrofessional proijra:l)‘. at a {lanship state univprsil’,y are approximately
halt the costs at Hov‘ihwpslvrn, thén public sector; graduate students borrowing
ubout JO percent of theiv tasty are .1lrvadv-.u-pr()a(himk__Uu- Vimits of
aanaacable debt under a 10-year equal regayment qplan, !( one assumes that

these students have already bhorrowed the averaye ambunt os underqraduates,
a

then in at least some cases for public sector students, manaqéable debt is

|-.-|n-;fxcnodcd.
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New educational loan nolicies should be responsive to two serious
.ol.hqill'(,‘GIQOIIS ol our research -ﬁ?diuqs. first, if large numbers ‘of students
bosvgw 1 excess of manageable debt levels. then difficulty with renaynent
will cause increased costs to the qovermment as @ result of .rising default
vates . Second, and moe e ampor tant . high ‘\ludvn( wmdebhtedness will Limet
NIARTRNY ,nin(l (..h()i((' with regard to qrudu:\lu and |--‘-;fess|oxxa) vducation at a
Uime when "our nation is calling for a retwn-te individual scholavship and
(IR TY |~Hcll((‘_ -
The concept of ncoiwe referenced debt has several wplications for e

e tare of existing loan programs, both in terms of their front-end

wechantsms | such as the load subsidy and borrowing Yimits, as well as their

h.ut—:-nd repayient processes s such on Toan comsolidotion and imome-contingent
u-wf:vuwnt. I would Vike to atldr(“;\ braeflv cach of these issuvs,

L. The in-schnol interact s..lx*.;tly shouid be maintained for qroduaste
it ]l"f\fri"~ﬁlﬂﬂd‘ studients s well av undevaraduate ctudents. Qur reccarch
whows  that H‘ interest is acccued and compounded during the in;S(‘hOOl period,
vather than subsidized, then the amount that may be loaned to a student is
areatly r&d«;pd. Thic wav e seen (;\in Table 1 by comparing the wmanageable s
debt Jevels projected tor the Ib-year graduated renayment plan un.d(.-r the .

.

Sab-adized and capitalazed examples, ;.
The borrowing limits on the Guaranteed Student VLgt;a_n__l_’_[gg‘@plﬁs_hguld

3

Peoincreased for graduate and professional students. Although 1t way not

be antartively obviow., we cecomend rainsing the 050 Yimt to $10.000 per

yegr . One of the main reasons that qrddu.atc Studoﬁts are now approaching -0
thee Timits Anf manageable debt is_bvcausc-'of'thg s_tn;;dard 10-year, equal

tepaysent plan. If this problem can be addressed, ‘then higher limits can
: R . "
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“w gustified on two grdunds. Tirst, educational costs have heen increasing

.

.

at a much faster rate th;n avdildible financfal aid. Second, our research
»hows that there is .)- Qap lwlm.-(*n avml‘,obl? loan funds and mdnn_fu'n'ble debt
under an appropriately desinned, flex ilblt_-. extended repayment olan.

Us‘mq the PLUS/A A;‘;; Progqeam gy the mechamism for providing acepess Lo
additional funds is not as efféctive as increasing the ASL limits. Firvst,
nce "lUS..’I\I.i\S l.gans have g non-subxidizrd.‘l? percent ifiterest rate, .Uu-y
will have a disjiropor tionate effecl on total indebledness by renuiring
Lovaer vepayaenis relative to loan peancingl second, thae mlv;I (o1
vreased (51 Limits ds i response Lo anmet neced and is Aot iatended to
11 ovade dtllll_l‘l()nd‘ "l‘ul‘x\amu tur loans of Coovearence,

3. Flexable répayment options, with loan consolidation, should be

stadacd. tonger, graduated repayoenl plens will gllow nanageabte
vepayint of higher debt levels. Our rescarch clearly shows o samifacant

o
incredse in mangneable debt priocipals it the debt repayment plan is
based upon gradugted rather thao equel repaymintle .mti if the period s
ertended from 10 to 19 yearw. At lower levels of debt, a 10-year plan s
teasiblel  However, at higher debt levels, a 15-year plan, Q!th an option for
cansolidation, Gi.s necessary.

It is (ritica,) to note the velalw;(\ nature of "lndh debt . " Students
sntering low-income protessions such as teaching or other service-related
Areas Ry earn no nx);(- Lthaa the $14,250 starting salary projected for
N(:u‘t_i;wcstcv‘n's future s ic teachers.  Assuming that the students carried an
unddergraduate debt of 34,500 into thear professional ﬁcllool:uﬁutd(ions.

A single GSt of $5,000 would create hardship unless 3 15-year graduated plan

S were used.  Any other option way lead to default.




Y
Monty students borrowing al the higber loveds receive loans from
‘I' -y
multiple sources. Loan consolidation, by combining the sources nto ¢

single repayment with a longer ton'u, is the key varviable that allows such .
debt to be managed. lx(ensiul; of consolidation to ather loan sources
civrently not avatlable, such as LAl and HPSE, would be a simiticant

el in the high-cost. hidh-debt health professions aregs.

4. An a\'n_c_p‘mﬁ-‘_gp_n.t_ing_enl‘ Jepaywent program, with a _I‘Qa_n_»fqruirvv(fg_e's_'_;‘
p-‘unv ssion, _klmulfl TQI"C(.‘V!"U[IUG. Such a prograin is necessary becanse of the
natwnal necd 0 atiract taleatled ndividyals into lower-income, public-
werviee professions, csp.ecldlly at this 'lilw when our socivlv\is encouraqing

stadents lo cntor u-.\ghlnq and research careers in (mlm tu aaintam the
exoe chu- of ofr (-du(a(mnal and social systems, llom-v('r. our rescarch
indicates that tud(-nts who choose these carcers will net bLe able to repay B ’ o
the sauwe teveld of debt as thou: whu (hoose careervs in the privale seclur.

There are two ways of gpproaching this problems.  Que w(;ulrl be 16 bwat,
oadvewcy, urrowing by proless won. However, Since thas tproach would
rwvelve swnificant restrugtoring of the loan programs, as well as carly
caveer deisions by studealn, it is not o desirable option. The second gud
viable approach would tie to develope a vrodgram in which annual repavment is
ﬁx-'l Lo incomw, with o provisiun for loan forqiveness,  Qur résmr(h indicates

» .
that students can pay between 4.6 and 7.5 percent ol their annual adjusted
Arons incomes toward educat omal delt . Borrowers who (ould not meet their W,
tatal oblvm‘l 108 by aradyated paymenls uver g 15-yeart poriod, because of
crther Jower-than-averaye ncomes or borvowing i excess of nanaacable lovols,
winld have their remainioqg debt forgiven. In effect, these students would

receive a doforredi, non-taxable scholarship from the federal qoveroment, A

sy tenc o verify student income would be required for such a plan to work

chfevtively, v
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)‘\n. income-contingent repayment proqram, with o loan fonﬁivenes&
pravision, has the advantage of protecting students'enlerinq lower paying
...mcssmr‘{i as well as recoynizing ditferences in caresr choice within
profession. It would encouraye students to enter the teacnﬂﬂi!and research

B
mrotessions 9 well as oltun rublic-ervice fields.

P
' In canclusion, 1t is wmportant to keep in mind that ow research
“tindings ave not Vimited to graduates of Northwestern University. Since
- bt s indexed to '\l.n'txlw' salary, the projections of manayrable deht
are appropriate for any student (undu,-rqn\dudtv, araduate ar professional),
2 stlending any st itulion (pub\ﬂ ur prlvutl'!, who anLicIpates an painings
capac ity samilar to one used g, the haa ln! our resedrch,
‘ ?i‘.".’.'}', 1. Manayrable Educational Debes -
. Capitalized Average Debt
“~ 1983 -----Subuidized lutecrest--- Interest Ropayment as %
Svhaol/ Starting 10-Year 15-Yeay 15-Year 15-Year of Adjusted
vrepram Salary  Bqual - fqual = Craduatcd  Graduated | Cross_Income
Mundy /b aching SEA, 250 26 70 S R AR % 9,745 o 8,002 hoy
Toutaali et ditorial 14,500 6,901 8,619 9,960 9,118 4,7
P
dournalism/Advertising 20,000 fu; 828 13,524 15,006 14,337 ‘ 5.3
Music/Performance 24,960 15,479 19,131 22,230, 18,711 » 6.0
. I.\I;m.ny_\-m-. (8 31,685 2% ,lyhj‘ ‘ 27,0%6 31,079 26,159 6.6
Law 000 1,748 zl)_(>od 34,005 26,304 6.8
Bentintry 48,157 2% 31,453 42 856 46,247 32,763 7.4
Medicine 56,550 %2 44,000 94,000 62,000 41,894 7.5

.

AManay able cdueational debts are for the class graduating 1984 with full assumptions

as noted on the tollowing page. ~

e Dental and Medical Starting salarids are practice fncome, after the student
completed amoinftial low varming perfod for cither an assoclateshlp or residency:
The bwes - dncome vears ane tally consido red in the aodel .

'?‘. AT

Ims
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Nutes to Tablc !
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1. An interest rate of nine percent on all educatfonal loans is assumed.
the Interest is asdumed to be efther fully subsidized during the in-school
pueriod or capitalized {accrued and compaunded).

in either case,
ol pripgeipal and Interest begins six months after graduvation.
. the

repavment

The onlv

cxveption to this assumption is for Medicine w&(c!- received special treat-

ment with Pepard to the repayment of principal and Interest to accommodate
yuears ia residency.

aiter a three-year residoency period.

Repayment of principal was fully deferred until
wore applicd in one of two ways.
of

Interest payments durling residency
1( in~school interuvst was subsidized,
then during the residency the anmual interest payments were in the amount
5.5 percent of adjusted gross income, with the remainder capitalized.
1§ dn-wchionl futerest was capitalized, then all jarerest duriug the resideney
petiod was capitalized also.  In cither
pavments began after the third vear of yesidency.

increase in real
at »ix pereent.,

case, lull priucipal and Interest
S, Manageable debt principals are reported for an assumed cight percent prawth
io lucome.  This represcnts a two perde
an assumed intlation rate
(l.

incame added to
the entire amount o! discrelionary atter-tax §ncomd, as derived {rom BLS
standard budyoets, is considercd availablic to mect deterred cducat fanal
capenses Incurred through

Toans.,

|
|

'

Tt 1987 atnual fncomes were derived tor studeats gl"\adualinu from prafcessional
schools at Northwestora University.

Howuvven

these data may be
and the starting salatics may be viewed as represceating low,

pencralized’
intermediate,

hiyh and very hiph income ranges tor students ;:rmlu.xr'l‘im: from any undergraduate,

praduate or professional program ol study.

fempth of the educational program and the first year that repayment bepins

must be taken into account. ‘ \

When making such comparisons, the
i manaspcabie

including that

\

§
deBt priucipals represent tutal manugv:'.l\vh- cdugat iunal debt,
tor ."ﬂ':l‘ uwdergraduate and graduate stutii(‘s.
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Table 2. Northwestern University Average

T Projicted 1otal bebt L

.

Proyram Length .
School/Program  ~ __ (Years) Avirigy total bebt

Dentistry 4 556,942

Journalism

Advertising : i 13,918
S bditaortal '} 12 .04
baw 3 3 F.557
Managuement 2 S 21,125
Tedic e 4 . 10,284
Music
Pertormmce R S 9,366 0
Feaching . i 10,210
. .

Assunpl fons

-

1. Data reported for classes enteringt1982 (lournalism, 1983),

between 1983 and 1986 :

!

professional level debt. , ;

praduating

2. Averape total debt iancludes both actual underpraduate debt and proje cledr

3. Only students with nced-based professiohal-level loans in excess of a

49,000 FISL/GSL annually were included.’
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STATEMEN;I‘ OF ROBERTA POPIK, ASSOCIATE DIRECTOR FdR
FINANCIAL AID, NORTHWESTERN UNIVERSITY

Ms. Porix. Thank you. My name is Roberta Popik. I am associate
director of financial aid at Northwestern University and I'm re-

! sponsible for managing the financial aid programs for our medical,

%,

dental, and law schools. ,

The purpose of my testimony today is to discuss the implications
for Federal policy of debt management research we have conducted
at Northwestern over the past 3 years.

As’a result of our research, we have developed a twofold defini-
tion of manageable debt. Quantitatively, m ageable debt is calcu-
lated by determining that portion of discr:iilonary annual income
which is available after standardized allowances have been made,
according to the Bureau of Labor Statistics, for living expenses.

Specifically, that portion of the BLS budget identified as ‘“‘other
family consumption.’ is recognized as being available for education-
al debt repayment.

Qualitatively, mamageable debt is an income contingent concept
which recognizes first that students can make reasonable chojces In
terms of career and in terms of school preference and that recog-
nizes, second, that students can make reasonable choices in terms
of their future family, children, homeowning, and other important
life decisions. - ) ~

Our main research finding that can be generalized to the student
population as a whole is a numerical measure of manageable debt,
namely from 7.5 to 4.6 percent of annual adjusted gross income,
with a higher percentage reflecting the higher income levels. When
this measure 1s applied to students attending Northwestern Uni-
versity, we find that students are already exceeding the boundaries

of manageable borrowing, and as educational costs continue to rise,

we anticipate that more students will do so in the future.
Given other research that shows trends toward increased under-
graduate, graduate, and professional borrowing in the public and

the private sectors, it becomes clear that the implications of our-

finding are not limited to students who attend high cost private in-
stitutions like Northwestern. For example, if you assume that a

. Student attending a flagship State university, who has costs of half

that of Northwestern, and who borrows to meet 70 percent of their
cost, then some of those students, at least, are already borrowing
near manageable levels, and if you further assume that these stu-
dents are bringing with them the average amount of undergrad-
uateé debt into their graduate and professional education, then
there are some students, at least in the public sector, who are al-
ready bortowing in excess of manageable levels of debt. S
There are two implicatipns of our finding for Federal policy in
the general level. First, if stidents continue to borrow in excess of
manageable levels, or if more students borrow in excess of manage-

- able levels, then increased default rates as students have problems

with repayments, wili rovide increased costs to the Federal Gov-
ernment. . ‘ ,

Second, and perhaps more important, unmanageable *debt will
limit access and choice to graduate and professional education at a
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time when our Nation is calling for a return to individual scholar-
ship and excellence.

The concept of income referenced debt has several implicatjons
for our Federal loan programs, both in terms of their up-front
mechanisms such as the interest subsidy and borrowing limits, as
well as their back end mechanisms such as loan consolidation and
"income-contingent repayment. And I would like to address briefly
now some of our perceptions at Northwestern University as to
what the implications of our research are.

First, the in-school interest subsidy should be maintained for
graduate and professional students as well as for undergraduate
students. Our research clearly shows that if the in-school interest
is accrued and compounded rather than subsidized, that the
amount of money which a student can manage to repay is signifi-
cantly reduced.
~ Second, the borrowing limits on the guaranteed student loan pro-

gram should be increased for graduate and professional students.
Although it does not seem intuitively obvious, we recommend that
the annual limits on the guaranteed student loan program be
raised to $10,000 per year for graduate and professional students.
The reason that so many students are approaching the limits of
manageable debt is because of the 10-year equal repayment plan. If
that problem is taken care of and addressed, then students will be
able to afford borrowing to higher levels through the guaranteed
student loan program, for two reasons.

First, because costs are increasing at ‘a faster rate than available
ﬁnanmal assistance, and this is especially true at the graduate and
professional level. Second because our research shows that there is
a gap between current maximum loan limits and manageable debt,
as projected by our research. So, students can borrow to fill that
gap.

Third, students should have flexible repayment plans with loan
consolidation and these should become standard. Loan debts can be
manageable if the appropriate repayment terms are available, and
we recommend that at the higher debt levels graduated repayment
plans with options for consohdatlon be made available, contmue to
bé made available.

At low levels of debt, a 10-year equal repayment plan may be fea-
sible. However, at higher levels of debt a 15-year plan with gradu-
ated repayments 1s required.

Fourth, an income contingent loan repayment plan with a provi-
sion for loan forgiveness should be developed. There is a need for a
program such as this because of our national need to attract talent-
ed students into lower income public service professions such as
teaching and research.

Our research shows, however, that such students cannot afford
the same level of debt as students who go into occupations in the
private sector. We recommend, therefore, that loan repayments be
tied to income so that such payments can be manageable, recom-.
mend that over a 15-year period students’ debt gets paid, tied to
their annual adjusted gross income, and that if because of higher
than average borrowing or borrowing in excess of manageable
levels or if because of lower than anticipated incomes, these stu-
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dents cannot meef their .total'repayments, then their debt be for-

given.

In conclusion, ¥ would like to say that the results of our research °

are not limited ?o students who graduate from Northwestern Uni-
versity. Because/ our research ties manageable debt to salary as its
index, bur data can be generalized to a degree to all students, un-
dergraduate, graduate, and professional, who attend both public
and private institutions. _ .

I thank you for your attention. I would like to make available to
the committee a full copy of our research report so it can be stud-
ied in detail, and I'd be pleased to answer any questions.

[The research report follows:)

b

o i'-#_\s



N -

Y . , o » . Morthwestern University -
‘ * -8/21/83

[ . . «

.

. A MODEL FOR ESTIMATING MANA@EABLE DEBT PRINCIPALS .

A computer simulation model is. used to project manageable levels of .
debt for students in graduate and professional progrgms at Northwestérn - ‘
University. Manageable debt is a function of anticipated future earnings. )

. The procedures of .the model are fully described in Appendix 1. The
follow1ng highlights key assumpt1ons of the model.

... An interest rate of 9 percent on all educational loans was assumed
2%

The interest was assumed to be either fully subsidized during the

in-school period or capitalized (accrued and compounded) Tables dre e
clearly labelled as to which assumption is approprlate In either case, )
repayment of principal and interest beglns six months after. graduation. o

The only exception to this assumption is for Medicine which received
special treatment-with regard to the repayment of prlnc1pa1 and interest
to accomnodate the years in residency. Repayment of principal was fully
deferred until after a three-year residency period. . Interest payments’
during residency were applied in one of two ways: partial or full
capitalization. In the partially capitalized interest examples, the

. annual interest payments applied during residency were in the amount of
5.5 percent of adjusted gross income, with the remainder capitalized. '
In the fully capitalized interest examples, all interest during the . g
residency period was capitalized. In both examples, full principal and - -4
interest payments began after the third year of residency.

... Manageable debt principals are reported for three levels of income
growth: 6, 8, and 10 percent. Fach growth rate represents a 2 percent
increase in real income added to an assumed inflation rate of 4 6, or 8
percent. N

. The entire amount of dlscretlonary after-tax income, as derived *
.« from BLS standard budgets, is considered-available to meet deferred
7 _educational expenses incurred through loams. - -
"7 ...  The 1983 annual incomes were derived}for students graduating from
professional schools at Northwestern University.-’llowever, these da%a
may be generalized and the starting salaries may be v1ewed as representing *
low, 1ntermed1ate high and very high income ranges for- students graduating
from ggﬁiundergraduane graduate, or professional program of study.
When ing such comparisons,t the length of the educational program and
the first year that repayment begins must be taken into account.

... The manageable debt pr1nc1pals represent total manageable educational
debt, including that for both undergraduate and graduate stud1es

The manageable debt principals are empirically-derived estimates
based upon a set of fixed but ‘reasonable assumptions. The results
should be viewed in that context. The derivations reflect maximum
manageable educational debt since the entire amount of discrétionary 4
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after-tax income (other family consumption) is assumed to be available
for educational logns. tHowever, by .changing the salary and interest
rate assumptions, projected debt capability can be increased. For
example, the income levels which are the foundation of the debt projections
may be low for students working in some major metropolitan areas and the
estimates of available discretionary income may therefore be underestimated.
Similarly, the assumption of 9 percent interest on all educational loans
may minimize debt capability if students are borrowing significant
amounts from lower interest loan programs (e.g., NDSL at 3, 4, or 5
percent; GSL at 7 or 9 percent; Northwestern Parent/Student Loans currently
at 8 percent). However, if students are borrowing from higher interest
programs (ALAS at 12 percent; HEAL curréntly at 11 3/4 percent), then

- the reported debt levels may be excessive. In sum, the model should be
viewed as being elastic, and the debt levels interpreted with a full
understanding of the model's assumptions and the parameters describing
an individual student's debt load.

RESULTS AND DISCUSSION

- Manageable educational debt, for a 15-year graduated repayment
plan, at 6, 8, and 10 percent increases in income, is shown in Tables 1
and 2. The two tables differ with regard to the treatment of in-school
interest payments, showing the fully subsidized and fully capitalized
.examples, respectively. The 1983 starting salaries from which the debt
principals were derived are also shown in the tables.

- - It is important to note the distinction between Tables 1 and 2.

- The debt principals in Table 1 are maximum total debt principals. If
. these amounts were actually loaned to students, then it must be assumed
] " that the interest is either fully subsidized by the schools or completely
T : paid by the students during the in-school period. If the interest is =
capitalized during the in-school period, the amount which may be loaned
to a student for educational purposes is significantly reduced, as shown
in Table 2. The total amount of debt principal which a student borrows
is the same under the fully subsidized and fully capitalized examples.
Under the fully capitalized example, the amount available For educational
purposes is reduced to accommodate the interest add-on.

The percentage of adjusted gross income which is used for educational

debt repayment is also shown on-Tables 1 and 2. - As would be expected,

. there is a direct relationship between annual repayments and income --
the higher the income, the larger the percentage of income which can’ be
used toward repayment. The percentages range from 4.6 percent for the
lowest income program (Music/Teaching) to 7.5 percent in the highest
income program (Medicine). The percentage of adjusted gross incfme used
for repayment is the same for the fully subsidized and fully capitalized
examples because the total maximum debt principal is not affectéd by the

' varied treatment of interest. ' ¢

An example of the partial payment of interest during the three-year

residency period for Medical students is shown in Table % The annual
amount paid was derjved at 5.5 percent of adjusted gross “income, with

[+
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the remaining interest capitalized. A 5.5 percent rate was- used because
the income during the residency period falls within the intetmediate v
income range as defined by the Bureau of lLabor Statistics standard
budgets. As shown in Tables 1 apd Z, a 5.5 assessment rate is reasonable
for incomes at this level. The examples in Table 3 again show the
dramatic effect on maximum educational “borrowing when interest is not
fully subsidized or paid during the deferment period.

A full presentation of manageable educational debt' levels as a
function of income growth rates and the treatment of in-school interest
payments is shown in Tables 4 through 9. Debt leyels are shown for four"
repayment plans: 10 or 15 years, equal or graduated. Levels are presented
for each class which will be -in attendance at Nprthwestern University
durin% the 1983-84 academic year. -,

- In genergl, the graduated repayment plan results in higher manageable
educiaéﬁonal debt levels than .the equal repayment plan. The effect is
acceftfuated over a 15-year repayment gtream. The lower debt levels in
the equal plan can be actounted for by the method used to determine ,
annual repayments. AT

. The anqual .amount of repayments in_the equal plan was fixed at 'the
amount paid during the fifth year of graduated repayments.. The fifth

year, hs the middPe year of a 10-year repayment stream, %va$s selected as =
representing a reasonable estimate of manageable repayments. gince the
fifth year is, in fact, slightly less than the midpoint of the 10-year
repayment stream, it weights the equal repayment model at a slightly

lower value than if the true midpoint had been used. This accounts for

the lower debt levels in the equal plan. This weighting has an even

greater effect when extended over 1§ yedrs. - B

An exception to this trend is opserved for.Dentistry when examining
the ]0-year repayment stream. In that ¢B5®, the manageable debt for the
10-year equal plan exceeds that for the graduated plan. This is due to
the income shift incorporated into the Dentistry projections which
assumes the .first four years of repayment :to be at a lower salary than
the last six yea¥#* To accommodate the income shift, equal repayments
were defined twice, first by <the third year and then by the eighth vear
of the graduated plan. Since a payment, ocgurring significantly later
than the fifth year was selected, the equal repayments are weighted

s toward a higher value, and total«debt for the 10-year equal plan exceeds

the projected debt for the graduated 10-year repayment plan.
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Table 1: Manageable Educational Debt :
as Related to Starting Salaries and Income Growth Rates

N ‘ Fully Subsidized Interest
.. . . - ' ,
Assumptions: 1. Class graduating 1984, o N 4
2. 15-year graduated repayments. : '
. 3: 9 percent interest rate on loans. i »
‘ .. 4. Interest fully subsidized during in-school period. .
" 5. Annual interest payment during 3-year Medical .
residency etgxal to 5.5 percent of adjusted gross
income.
» -
= & . }
Manageable Debt Levels at Various
Rates of Income Growth
. i Annual DPebt
. 1983 " Repayment as
: Starting % of Adjusted
School/Program Salaries 6% 8% ~10% Gross Income*.. .
Dentistry $30,000 540,510 $46, 247 $52,818 6.98/%%
- 48,15 .. 7.4 -
- -~
Journalism . .
, ¥ Advertising - 20,000 14,137 15,606 17,525 5.3
. ’ -
: Editorial 14,500 8,994 9,960 11,238 4.7
! * : )
. “
Law 34,000 30,754 + 34,065 38,085 6.8 ©
i . - @ . !
. - Maagement 31,685 5 27,887 31,079 ¢ 34,%18 6.6 .
: Medicine 19,809/ 53,000 62,000 74,000 " 075,50
b o 54,550 s e 7.5 .
. - : g . ' by
Music " [ ot . o
Performance 24,960 20,286 22,230 - 24,262 6.0 . ot
" Teaching 14,250 8,768 9,745 10,989 o . 46
Note. Table reads as follows: assuming a starting salary (adjusted.groSs income) of ’4 .

320,000 for advertising majors

7" " the managdable debt level xould be $14 137,

oo of adjusted gross income.

! »

1 o~

RICH=77

A FulToxt rovid

-

in Journalism, at a 6 percent growth r
Annual repayments repres

. : FOE I T . .
Igbfer’to Appendix 1, "Notgs for Table 1,"w.for derivation of sstarting salaries.

Also, refer to "Notes for Tables 1 and 2" on page 6. . ¢ "

&

ate in income,
ént 5.3 percent
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Table 2 Capitalized Educational Debt

as Related to Starting Salaries and Income Growth Rates

.

Fully €Capitalized Interest

Class graduating 1984.
13-year graduated repayments.

Assumptions: «1.

o, 2.
3. 9 percent interest rate on loans.
4.

Intergst fully subsidized during in-school and’ o

° Medical residency pericds. o
"
. ) Capitdlized Debt Levels at Various
P ) Rates of Income Growth
Annual Debt
1983 Repayment as
. Starting . , % of Adjusted
~ School/Program Salaries (3] 8% . 10% Gross Income*
A ] . K P
* Dentistry $30,000/ $28,698 32,763 $37,418 5.0%/%*
48,157 7.4
Journalism 7 .
Advertising 20,000 12,970 14,317 16,078 5.3
Lo Editorial 14,500 8,251 79,138 - 16,310 4.7
i - '. . 3 . ,
s law 34,000 23,748 -26,304 29,409 6.8
. R .
. ' 2z ~ -
Management 31,685 23,472 26,159 . 29,137 6.6
Medicine ’ 19,809/ 34,980 " 41,894 50,220 0/5.5/%**
. ‘ 54,550 B 7.5 °
i . o o :( \ . . . , * e
e ToMsie T . - ;
N (’v:- Tow - ) ! .
‘ . Performance 24,960° 17,074 18,711 . 20,421 6.0
: Teaching - = 14,250 7,380 8,202 9,249 4.6 .
‘Note. Table reads as follows: 4ssuming a starting saléry (hdjuste_d gross income} of
. 370,000 for advertising majors in Joufnalism, at a & percent growth rate in income, .
. the manageable debt level would be $14,137. Annual repayments represent 5.3 percent ~
N of adjusted gross income. . . Y

Refer “to Appendix 1, "Notes for Table 1," for‘derivation of étarting salaries.

Also, refer to "Notes for Tables 1 and 2" on page 6.
> Ao
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Notes for Tables 1 and

* Annual repayments as a percentage of adjusted gross income vary
from vear to yecar, decreasing slightly, but steadily, over the course of.
a 15-year repavment stream, The percentage figures reflect the average
percentage over 15 years. For eXample, for the Lay School class entering
in 1983, 8 percent increases in income, the annual graduated repavment in
1987 is $3,126, assuming an annual adjusted gross income of $44,543. At
the end of 15 years, in year 2001, the annual graduatedYyepayment is
$8,608, with an annual income of $130,833. Repayments represent 7.018
and 6.579 percent of adjusted gross income, respectively. The 6.8
percent figure reported on Tables 1 and 2 represents the average over
the 15 years. . E

The percentage remains'relatively constant for different years of
graduation because of the growth of both income and the amount of Trepayment.

**  The Dentistry/Associateship repayment percentage is greater than

that for Law and Management, even though its annual income is lower.
This is due to the fact that the associateship repayment period is for
four years, whereas the other programs' repayment streams are for a full
15 years. Dentistry, therefore, does not exhibit as strong an effect of
the steady decline described above. ‘
**%  For th;‘fully subsidized example, 5.5 percent of adjusted gross
income goés toward interest payments. For the fully capitalized example,
no interest payments are made during residency. '

LIS ey g i -
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Table 3: Interest Examples for Medical Students

Partial Capitalized Interest During Residency

Assugiptions: - . .

1. Full subsidy of interest during the in-school period.

2. Length of residency equals three years.

3. Annual interest payments during resideney equal 5.5 percent of
adjusted gross income.

4. Principal is fully deferred during the in-school and residency
periods.

5. Loans at 9 percent interest.

6. 1983 residency salaries:: first-year $19,809; second-year, $20,797;
third-year, $21,539. Salarles increased at actually-obsgrved rate
of 5 percent.

7. Income during practice years increased at 8 percent. -

8. (lass entering 1981, graduating 198S5.

A. 15-year graduated repayments

‘Maximum Educational Loans = $67,000%
Maximun Total Debt = $82,717%%
X '
Actual - Amount Principal
Year . Income 5.5% Payment Interest Capitalized Balance
. 367,000
1986 $22,931 $1,261 $6,030 $4,769 7]?769
1987 25,279 1,390 6,459 5,069 76,838
1988 . 27,490 1,512 6,915 5,403 - 82,241 ¢
. . \
B. 15-year equal repayments ’
Maximum Educational Loans = $59,000%
. —_—
Maximun Total Debt = §71,571%*
: - Actual Amount Principal
Year Income 5.5% Payment ., Interest Capitalized Balance
: $59,000
1986 $22,931 $1,261 {5,310 $4,049 | 63,049
1987 25,279 © 1,390 5, 6'4 4,284 ',333
1988 27,490 ™ 1,512 . 6,060 4,548 "1,881
» ’ ’ p
*

Principal balance of educational loans upon entering residency.

%% Total -debt includes educdtional loans plus interest capitalized during
three-year residency period.

- N
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Table 4: Manageable Educational Debt

6 Percent Increase in lncome, Fully Subsidized Interest®

Graduated Repayments

10 Years .+ 15 Years
School/ Program Year of Graduation : . Year oI Graduation
Program Length Y088 19E% . 1987 198 “TU8% 1986 1087
Dentistry 4 $27,507 $29,059 330,874 $32,728 $40,510 $42,784 $45,411 $48,125
Journalism ‘ :
Advertising 1 10,220 14,137
Edi torial o1 6,495 8,994
Law 37 22,217 23,598 - 25,020 30,754 32,576 34,543
Managemenrt 2 20,199 21,395 . 27,887 29,538
Medicine* 4 39,000 41,000 44,000 46,000 53,000 56,000 59,000 62,000
Music c
Per fomance 2 14,677 15,552 20,286 21,494
Teaching 2 6,332 6,707 ‘ 8,768 9,287 <§o g
- ¢ * .
— ; 2 y - )
ra ‘ . G
Equal Repayments
10 Years 15 Years
Year of Graduatlon Year of Graduation
1L U S (] LSS () S |
Dentistry $26,493  $30,116 $32,030 £33,880 $38,512  $40,700 443,241  $45,755
Journalism )
Advertising 10,315 12,883
Idi torial 6,539 _ 8,167 R
Law 22,439 23,597 25,011 28,025 29,471 3,238
‘Management 20,354 71,393 ' 25,421 26,719
Medicine* 39,000 41,000 44,000 46,000 48,000 51,000 54,000 57,000
Music . - .
Per fonmance 14,802 15,545 p 18,486 19,415 it
Teaching 6,381 6,703 7,970 "8,3712
. g .

* pburing the three-year Medical residency period, annual interest payments are made up to a maximm of 5.5 percent -
of adjusted gross income. The remainder of the interest is capitalized (rvefer to Table 3 for an example). Payment of
principal is deferred. : . : :
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Table 5: Capitalized Fdugational Debt ' ‘ %
6 Yercent Increase in Income, Tully Capitalized Interest® - o
- . .
Graduated Repayments .
10 Years - R 15 Years
‘ Year of Craduation : __Year of Graduation K
Program Length 1987 985 1986 1 1584 1985 T I198b 1087 ' p
. Bentistry a $10,487  $20,586 $21,872  $23,185 [ $28,698  $%0,309  $32,170  $34,003 v,
Journalism ! ) : ) - : P
Advertising 1 9,376 12,970 T s
Lditorial 1 5,959 i 8,251
Law ) 3 17,202 18,222 19,320 : 23,748 25,155 - 26,674
Management 2 17,000 18,008 N 23,472 24,862 .. .
Medicine® q¢ 25,357 26,870 28,417 30,102 | - 34,980 . 37,073 39,208 11,529
Music - B '
Performance 2 12,353 13,090 17,074 18,091
Teaching 2 5,330 5,645 7,380 7,817 .
; .- . _ . 5 o a e
o s - - : ‘ e e e o 4
. ' Equal Repayments :
' 10 Years . ) 15 Years .
- . ’ Year of Graduation ’ Year ol Graduation ' .
’ 1984 1085 TO86 1087 - 1584 1085 1986 1587 .
Dentistry £20,1858 £21,335 $22,691 $24,001 "%27,283 $28,833 $30,633 $32,414 *
Journa}ism °
Advertising 9,463 : 11,819
Lditorial 5,999 7,493
Law - 17,327 18,221 19,313 21,640 22,757 24,121 A
. Management . 17,132 18,0006 21,396 22,489 ) : ] PSS
. Medicine® N 25,370 206,889 28,451 .« 30,139 31,6806 33,583 35,534 37,041 i
Masic : .
Performance . 12,459 13,084 15,559 16,331’ »
Teachir - 5,37 5,642 N 6,708 7,047 , _ K

A - i
. - - o
*  For medicine, inferest is not only capitatized during the in-school period bur during the threc-year residency
as well. Payment of principal is deferved.
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. : ' _ v Tablg 6: Managepble Fducatiopal Debt , : . .
oy P 8 Percent Increase in Income, l\xily Subsidized Interest* .. . B
. '
"} S Graduated Repayments
4 R 10 Years ) 15 Years @ ’ ' S
- Y /  Year of Graduation Year ol Graduation
Program Length Iopf 1085 1088 1987 RLL 1985 Togs 187 '
.o Dentistry . 4 $30,048  $32,332  $35,010  $37,822 $46,247  $49,742  $53,801 358,103 »~
. Joyrnalism . . i . : . 3
Advertising. 1 10,816 ' ) L~ 15,606 . -
- Editorial 1 6,898 ’ 9,960 - . [
Law . 3 23,689 25,574 27,635 34,065 36,774 39,744 :
Management 2 21,605 23,323 . 31:079 33,550 : >
. - Medicine* 4 44,000 48,000 52,000 56, 000 62,000 67,000 72,000 78,000
Music . i S
Perfomance 2 15,431 16,662 22,230 24,005
’ Teaching - 2 6,749 7,280 ' s - 9,745 10,512 .
~ M / ) -« .L
. - ] 7 < g L
. Lqual Repayments i . .
. /10 Years : . S 15 Years T .
’ Year of Graduation : Year of C,rua'pation' \ ) .
Dentistry $31,453 $33,862 $36,701 | $39,568 $42,856 - $46,129 549,942 363,858
Journalism o L .
Advertising 10,828 . 13,524
tditorial . 6,901 . +-* 8,619 ’
Law 23,748 25,439 | 27,478 . 2_9,660 31,772 34,319
Management 21,663 23,186 T 21,056 28,970 o . _
Medicine* 44,000 48,000* 51,000 55,000 54,000 59,000 63,000 - 64,000 J
Misic . - O \ : ‘ ; , _ K
Performance | - 15,479 ~ 16,565 ’ 19,333 . 20,688 e
Teaching - 6,756 7,236 . . .+ 8,438 © 9,038 o
* During thé threesyear Medical residency period, annual interest payments are made up to a maximum of 5.5 percdnt v . o
~ B of adjusted gross income. The remainder of the {nterest. is capitalized (refer to Table 3 for an example). laymept of .

. principal is deferred. .
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4 : Table 7: Capitalized Iducational Debt ,f>,j- ‘\
ey N C : Lot
( S, ' 8 Percent Increase in Income, Fully Capitalized Interost* T
Graduated Repayments
. . 10 Years 15 Years
School/ Program Year of Graduation Year of Graduation
. ® Program Length 198% 108% 1986 1087 1981 1935 1986 1987
Dentistry 4 $21,287  $22,905  $24,802  $26,794 $32,763  $35,238 338,114  $41,162
. . Journalism ) ,
o Advertising 1 9,923 ) 14,317
* i :ditorial 1 6,328 . 9,138
: 1a 3 18, 19,748 21,339 26,304 28,396 30,690
Mamagement 2 18,184 19,631 26,159 28,238
Medicine* 4 29,162 31,492 33,929 36,623 11,894 45,249 48,746 52,616
Music
PPerformance 2 12,988 14,024 18,711 20,205
Teaching 2 : 5,680 6,127 8,202 8,848
e e W P
. . . 10 Years 15 Years .
: — Xcelaga gf ﬁaalggzjon — Year of Graduation
Dcntis}ry ’ $22,282 $23,989 $26,000  $28,031 $30,360 $32,679 $35,380 $38,154
Journalism
Advertising . 9,934 12,407
Editorial 6,331 7,907
Law » 18,338 19,644 21,218 . 22,903 24,534 26,501
Management 18,233 19,524 22,7172 24,383 )
; bkxﬁ{nnc* 29,023 31,348 33,791 36,472 R 36,248 39,152 42,203 45,552
g Msic i
- -/ Perfomgnce 13,028 13,942 - 16,272 17,413
: / Teaching 5,686 0,000 7,102 7,607 -
/ . * lor medicine, interest is not only capitalized during the in-school period, but durxng the three-yecar residency

as well, Payment of pllnLlpﬂl is deferred.

BEST{;@FY e 91 e

B (A Fuirmext provided by ERiC

,\v) :r-'_'

~ g i
>

.‘[I.
L8




92

)

FLRIC

R A rutiext provided by enic:

A g

. 2

Table 8: Manageable Fducational febt ?
10 Percent Increase_in .Income, Pully Subsidized Interest*
. Graduated Repayments
, 10 Years . : © 15 Years
Scheol/ Program Year of Graduation ’ . ___ Year Sr\}@auati_onm_
Program Length 1987~ 1985 1556 1987 1087 Togs — 198G 1987
. * 4 . . T T —
Pentistry q - $32,760 $35,890  $39,599 §43,589 $52,818 $57,833 $63,724 370,113
Journalism
Advertising 1 11,620 : ) . 17,525
Lditorial 1 7,445 : 11,238
law ’ 3 25,347 27,882 30,701 38,085 41,891 46,136
Mahdgement 2 23,032 25,336 34,618 38,080
Medicine* 4 51,000 55,000 61,000 67,000 74,000 81,000 89,000 98,000
Music
Performance 2 : 16,112 17,731 24,262 26,700
Teaching 2 7,279 7,999 10,989 + 12,074
> , ' . Fqual Repayments
Y] 10 Years . 15 Years
___Year of Craduatign " ____Year fﬂ__‘-l 'gilunliop_____
B L T LA (1 SRS ). (.1
Dentistry L $34,600 $37,932 $41,892 $46,023 $47,507 $52,064 $57,429 $63,105
Journalism . ‘
Advertising 11,545 - 14,419
tditorial . 7,394 g : 9,235
Law 25,215 27,511 . 30,287 31,492 34,360 37,827
Management : 22,913 ° 24,998 g v 28,617 31,221
Medicine* 50,000 - 55,000 60,000 ° 6,000 62,000 08,000 74,000 81,000
Music . o < .- : : -
Performance } 16,038 - 17,486 - - . 20,031 21,838 .
Teaching © . 7,230 e7,888 w0t : 9,030 9,851

PRI
*  During the three-vear Medical res

o

R
.".r-b.'.,,).
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der)q} period, annua) iq;erest pa'yments are made up to a maximum of 5.5 percent
~of adjusted gross income. ;]hgyaquq}qdcr of: the Interest is capitalized (refer to Table 3 for an egmﬁalc). Payment of
. principal is deferred. | T YTt : o . :
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Table 9:

Capitalized Educational Tiebt

/

\
10 Percent Increase in Income, FPully Capitalized Interest*

v

Graduated Repayments he
o 10 Years . 15 Yedrs
School/ Program ____Year ol Graduation Yoar of Graduation
I'rogram ~ Length 1087 1985 T8 1987 - 139 g6 1087
l)emisfry M| $23,208 $25,425 328,053 530,8_30 £37,418 $40,970 $45,144 $49,670
Journal i sm v ) ° .
Advertising 1 10,6061 16,078¢y* -
Lditorial - 1 6,830 N 10,310
Law . 3 19,573 21,530 23,707 ' 29,409 32,348 35,625
Management 2 19,386 21,325 29,137 32,051 :
Medicine* 4 33,481 36,838 . 40,418 44,443 50,220 55,266 60,627 60,665
Music . A
Performance 2 13,561 14,924 20,421 22,473
Teaching. 2 6,127 6,733 9,249 10,162
, ; e
- — .
‘ Equal Repayments
. 10 Years . - 15 Years
Year of Graduation Year of Graduation
N 1088 1985 086 T 1987
Dentistry $24,516  $26,872 $28,677 $32,604 $33,655  $§36,883  $10,684  "$44,705
Jouinalism ! ,
Advertising 10,592 - 13,228
Iditorial 6,783 - 8,472
Law . 19,471 21,244 23,387 24,318 26,532 29,209
Management * 19,285 21,040 24,086 26,278
Medicine* 33,001 36,382 39,938 43,914 41,291 45,439 . 49,880 54,846
Music ' . .
Performance 13,499 14,718 16,860 18,381
Teaching 6,085 6,639 7, »600 8,201 \
= -

* lo mcdlcme, interest is not only Lapitalxzed during the 4n-school period but during the three- ycar rcsidency
Payment of principal is deferred.
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e A MODEL FOR ESTIMATING MANAGEABLE DEBT PRINCIPALS *
R P

The basic structure of .the current.1983 version of the model 1s
unchanged from the earlier 1981 version. Starting salarv figures were
revxseg based upon new information and, in the cases of Medicine and
Dentistry, the treatment of residency and associateship periods was s

. changed. -

For Dentistry, a new approach was used to approximate the actual

experience of practicing dentists. Informatipn provided by the Dental

) School and the American Dental Association indicated that graduates of

-~ Dental programs generally go through a period of associateship (about
four years long) at a relatively low salary, and then move into a full
~ - © + practice or other professional arrangement which provides a much higher

’ income.. Therefore, the model was adjusted to,allow for this shift in

L income level. )

Medical residents do not begin loan repayment until aftér a three- \
/ year residency period. The model was adjusted to delay repayment until \ -
after the seven-year in-school and residency period. At that time \
doctors would begin earning the estimated starting practice income and - AN

would begin a 10 or 15-year repayment pericd. The earlier version of \’Y
the model assumed a four-year residency, with repayment of principal and P
interest occurring in the third and fourth years followed by an eight or \
13-year repayment period during the practice years. . . \

The results of the 1983 version of the manageable debt principals
model are presented in Tables 1 and 2. Table 1 clearly shows that with
two exceptions (Management and Music) actual anmial incomes in 1983 gre
lower than the salaries which would havg been projected using the 198¢
incomes, assuming an 8 percent increase in income, The actual annual
rates of change emphasize that most incomes have not increased at the
originally-projected rate of 8 percent. Incomes for graduates of the
- Kellogg Graduate Schogl of Management have increased at a slightly
faster rate than previously assumed. Due to the lack of current information
about,average starting salaries for performing musicians, the 1980 -
salary, projected to 1983, was used. : o

A comparison of the results of the current and previous versions of
the model is shown in Table 2. With the exceptions of Dentistry, Management ,
and Music, the slower-than-projected increase in incomes has resulted in
lower calculated debt principals for each program.

- 2
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METHOD

The model may be described in tems of four steps. Firstp adjusted -
-~ gross incomes were derived from starting salary data and then increased
over a l5-vear repavment period. Second, derivations were based orf

. after-tax incomes, assuming i1temized deductions. In the third step, the
amount of after-tax income available for discretionary educational
efpenses was calculated. Using BLS standard budgets as rhe base, a .

progressive assessment schedule yas applied to after-tax income which
assumed that the “other family cé)sumption" portion of the BLS budget ~
) was tully available for educational éxpenses. This provided a series of e
L graduated repayments in which increased debt repavments occurred concomitant
with increases in income.- An equal repavment scheme was also developed
by assuming that the amount available during the fifth year of the
graduated plan was manageable for cach year of the equal plan. In the
tourth step, a present value calculation was used to.determine the total -
.debt principal which would be supported by cach repayment stream. This
provided an estimate of manageable debt assuming the full subsidy of
interest during the in-school period. If it Were assumed that in-school -
» interest was capitalized, although the debt principals would remain the
same, the amount available for educational purposes would decrease.

The following provides a step-by-step discussion of the’ calculations
required to determine the income and manageable debt level fiéﬁres
presented in the tables. An example of a full 15-year repayment stream
is shown in Table 3. 1t provides an example of each component of the
method and should be referred to frequently.

I. Annual Income

Annual income figures were derived in the following manner. Salary
statistics were analvzed to provide a best-estimate of the startin “
salary of the 1983 graduating class. It was assumed that hall of the
salary was earned during the latter part of 1983. The half-vear salary
amount was discounted at 6, 8 or 10 percent to derive an estimate of the
income for the first half of 1983. The half-vear figures were summed to
provide a total 1983 annual income. :

EXAMPLE: 1983 starting salarv, effective 7/1/83 = $31,685 ' . o
‘ Half-year income, 7/1/83 - 12/31/83° = $15,842 R
Half-year income, 1/1/83 - 6/30/83 .= S14,946
($11,000 discounted at 6%) -
1983 annual income ‘ ' = SSO’,&%S .
- N
t Actual 1983 annual incomes for each professional program ara shown in

the third column on Table 1. The "Notes for Table L' describe the
sources and rationale for detemmining the starting salaries which were -

) the basis of the annual incomes. All incomes are assumed to reflect R

adjusted gross income, net of business expenses.
«‘ ¢ i ’ .
Annual incomes were increased at 6, 8 or 10 percent annually to derive :
starting income and projected income streams for the next 15 vears.
. . ®
. .
-r
2 - . '
v _ 9 P" -
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[1. After-Tax Income * ) -
‘ T . »n + .
After-tax income equals annual inctete minus fe((eral,‘ state and local,
and FICA raxes, A BN - : .

v

-

>

»
«

A, State and local,Tax. 9.18 percent of adjusted gross income. This

percentage 15 the population-weighted average of thé state and other

taxes allowance, for incomes greater than $15,000, used by the College

Scholarship Service in the Uniform Yethodology.
: ; .

- -

B. _ F50\°Tax. “FICA tax rates through vear 1990 have been published by
the eral governméht sand ‘these actual rates were used, For subsequent
vears, the FICA rate was*increased at the average growth rate over the
known years Jrefer to Table 4), The taxable wage base for 198] was
$29,700 and this base was increased at 6, 8, or 10 percent annuallv,

C.  Federal Tax.” Federal income tax was computed using actual tax rate
schedules. > Ldonamic Recovery' Tax Act of 1981 established these
schedules through year 1984. These are shown in Table 5. After 1984,
the Tax Act duthoxdzed 'tax brackets and personal exemptions to be indexed
to the consumer price index. In the model, 6, 8, and 10 percent annual

#_ gyowth rates have heen used to derive the appropriate tax table for a

given ycar.. The following assumptions were thade: married, family of

‘two, flling a joint return, spousenot working, no unearned income.

LXAMPLE: 1985 annual income = SFA" S04

Compyte after-tax inc in yéar 1985,'assuming

‘ 6 percent increase in ifcome.
L L Compute state and Ncal tax.
T 34,594 x 0918 = 3,17
2.« Compute FICA tax. .
34,594 x 0705 = 2,430 '
3. Compute federal tax. y ! oYX Cmptions
and tax brackets to_the annual growth rate,
¥, Taxable income = 34,504 - (2,000 x 1.06)
L = 32,474
({3,400 x 1.06) - 0} x ¢ = U
+{{5,500 x 1.06) - (3,401 x 1.06)) x .11 = 245
N ‘
.
, - -
+ {32,474 « (29,901 x 1.00)) x .28 = 218
. =5,2%

96
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1. Calculate after tax Income.
- > ¢ 3,504 - 3,176 - 2,439 5,294 = 23,685
1his value of after-tax intome is after one iteration, Il

before interest pavments are deducted {see Section T1. D.
below), For subsequent fterations, FICA and state and

jocal taxes are calculated as described. Tederal tax "
is computed on annual income minus personal exemptions )
and Interest payments. . . o
p. Deduction of Interest Bemefits. It was assumed that the familv
itemi cad dedictions; 1.¢., the deductions for items such as medical
expenses, =home mortgage interest and charitable contributions at*miniamm
cover the standard deduction. Thercfore, the full amount of interest
pavments on the educational loan was considered deductible from taxable
income. I ' ) - .
when considering the tax benefits regulting from the deduction of interest
payients, the amount of these payments simultaneously bhegomes both a

function of , and a deteminant of, .the manageable debt principal. Tips,

the model is circular. The computatign of principal from repayments/in .
+ the graduated plan .(refer to Section T11) differs fyom traditional

lending models in which principdl deteymines the annual yepayment strcam.

The relationship can be summarized as follows:
- 1

- 4

' " Annual Pavments .

-

ageable
Principal

After-Tax Income

Mnterest Payme j

\

Ihe benefit from interest payments on a spegific loan principal will .
generate an increase in after-tax income. This will allow higher ganual

pa,vmen? which result, in turn, in a new debt principal, starting” the

cycle dgain. The model follows this thiough three iterations, at which

point the bulk of the impact has been realized. ’




w1

fnterest henefits were calculated by the formula:
poxi ’ -

' where poc principal
L = interest rate per month.

[\
’

Lt should be noted that in the ecarlv vears of graduated repayments, i
payments mav be less than the interest due on the loan. If that occurs,
the difference betiveen the annual interest due and the annual manageable
repavments s added to the principal. The principal bezins to he reduced
only when the-dnnual repayments exceed the. interest pavments. »

FIL. Graduated Repayments . _ : ' -

A Repayment, Assessment Table was developed which Jefines ranges for low, S
rntermediaté, high, and verv high after-thx income brackets based upon

the Bureau of labor Statistics (BLS) 1979 standard budgets, adjusted for

a family size of o (refer to Table O0k. " The after-tax income brackets

on the Assessment Table were increased at the average compound growth

rate for each starting salary over the first 10 vears of repayment. o

The amount of income which may be devotell to repayments ‘of educational 4o
debts conforms to the BLS budget i1tem designated other familv ccTnsumutiun.” ' -
This estimate of discretionary income 1s the residual remaining alter

allowances for all of the following have been dedacted from adjusted .

gr0ss 1ncome:  taxes, housing, food, clothing, transportation, personal,

medical and other 1tems. The absolute amount allowed for these necessities
incteasds as one moves from the low to intermediate, high and verv high

budgeky thus reflecting an increased standard of living. However, the

relative percentage of the total budget for necessities declines. .
Therefore, discretionary spending increases as a percentage of income at
" higher levels, and the Repayment Assessment Tabfe is progressive in

mnature. The Assessment Table is shown in Table o.

LXAMPLE:  Management, class enter'ing 1980, graduating 1982. (ompute
graduated repayment during 1985, assuming a b percent
increasc in income.

1985 annual income = $34,594

lQSS‘a[ter-tax income = = §24,203 ) ’

a. Compute average compound growth rate of
after-tax income.

r o= (ATIy, / ATIE/9
= {35,581 / 21,7371/

= 1.05628
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