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OVERSIGHT HEARING ON THE REAUTHORIZA-
TION OF THE HIGHER EDUCATION ACT OF 1965

MONDAY, JULY 22, 1985

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON POSTSECONDARY EDUCATION,

COMMITTEE ON EDUCATION AND LABOR,
Washington, DC.

Thy subcommittee met, pursuant to notice, at 9 a.m., in room
200, Student Union Building, University of Washington, Seattle,
WA, Hon. William Ford presiding.

Present. Representatives Ford and Chandler, Senator Daniel
Evans.

Staff present: Thomas R. Wolanin, staff director; Kristin Gilbert,
clerk; Rich Di Eugenio; Republican senior legislative associate.

Mr. FORD. Good morning. I am pleased to call to order this field
hearing of the Subcommittee on Postsecondary Education in the
U.S. House of Representatives. Our hearing today will focus on rec-
ommendations and concerns with respect to the reauthorization of
the Higher Education Act of 1965 as amended. This is the ninth in
what we expect to be a series of 11 field hearings across the coun-
try. Prior to today, we have had hearings in Vermont, Illinois,
Iowa, Michigan, New York, Missouri, and Pennsylvania. We have
additional field hearings planned for Maine and Massachusetts.

The subcommittee is also about halfway through 20 hearings on
the reauthorization being held in Washington. The hearings in
Washington are limited to panels sneaking about specific elements
of the Higher Education Act of 1965. The field hearings permit the
panels latitude to talk about any part of the reauthorization that
they want to emphasize. We have had approximately 75 hours of
formal hearings on reauthorization at this point and at the present
rate I guess we'll have another 75 before we finish. But I must tell
you before we start that even with this the most ambitious hearing
schedule that I have ever been involved in in 21 years with the
Congress, because of the interest and the complexity of the multi-
faceted student aid programs and institutional aid programs in the
Higher Education Act, there are clearly far more people every-
where we go who would like to be on a panel that we can possibly
accommodate in the limited time that we have. We will have to get
out of here today and arrive back in Washington tonight and there
will be another hearing there tomorrow morning and one Wednes-
day afternoon and then another Thursday morning. So we nave a
full week with this.

(1)
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For that reason, if there is anybody here who would like to have
their thoughts and comments added to the record contemporane-
ously with the appearance of this panel in Seattle, please submit
them to us and we will be most pleased to include them in the
record. In addition to that, if you hear something in the presenta-
tion today that provokes a thought or an idea with you, please re-
spond to it or add to it or endorse it if you will and let us know
about that. We do not want to overlook the one single good idea
that might be anyplace in anyones' mind across the country that
will be useful to us when we set about writing this legislation early
this fall.

The Higher Education Act is the primary source of Federal sup-
port for students in higher education. It must be reauthorized in
this Congress because we are on a 5-year cycle from the previous
reauthorization and that cycle will run on us next year and we will
be operating next year on the automatic 1 year extension.

Our present expectation is that the House -hould mark up this
bill and report it up before we adjourn this fall and the Senate will
begin work on it immediately on the Congress returning in Janu-
ary and we should be in conference before this time next year.

There is a clear understanding on both tie House and the Senate
side on the need to move with all the dispatch we can but we are
still nevertheless doing it as laboriously as we can afford to in
order to give the attention that important programs like this
demand to them.

In the coming school year at the present rate of expenditure,
there will be a little more then $13 billion made available to stu-
dents on the basis of grants, loans and work opportunity and that
aid will go to approximately 6 million students attending 6,000 in-
stitutions of postsecondary education in the United States. These
student assistance programs are the centerpiece of the Higher Edu-
cation Act because starting in mid-1960's we were gradually but
very consistently over the years shifting the resources from institu-
tional aid to student aid so it is the student making the choice of
where he or she is going to seek an educational opportunity who is
really directing the flow of these funds between institutions, it is
not Government formulas that decide basically how the big money
gets to this particular campus but really the students who elect to
come here and that is why a public institution like this that has a
very broad mix of economic levels represented in the student body
would have a relatively high percentage of students receiving aid
while some other schools without that mix might not have that.

This morning I have with me a new member of the committee,
not on this subcommittee, he is on the full committee and has par-
ticipated in the hearings on the budget proposals of the administra-
tion on higher education. And under the rules of the committee for
the purpose of this hearing and any other hearing, he is a member
of the committee with whatever responsibilities that entails. We
worked together on elementary and secondary issues in particular
and his commitment to education, his experience as a State legisla-

1

tor and as a Member of Congress and his common sense and hard
work have made him a very valuable member of our committee
and of the Congress. I am particularly interested in the attention
that he has shown to the issue of providing quality teachers to
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meet the future educational needs of our country and we will be
considering some of his proposals during reauthorization.

I would yield at this time to Rod for any comments he wants to
make and I think he has another guest that he would like to intro-
duce as an old friend of ours.

Mr. CHANDLER. Well, Mr. Chairman, I want to thank you very
much for those very kind words and formally thank you for bring-
ing these field hearings to Seattle. We are very proud of higher
education in the State of Washington both public and private and I
think the panels today will demonstrate to you that quality. We
are lucky to have a chairman like yourself as a friend of higher
education, I'm excited about the possibility of one particular bill,
H.R. 2805 that would do just what you mentioned, add to the core
of teachers in math and science and other technical areas by draw-
ing on those persons who might find themselves at a mid-career
point in their lives where they desire a change in their career and
are considering a teaching career.

Now, what you perhaps do not know is that the man to my right
is responsible for much of the quality of public higher education in
the State of Washington, certainly the community college system,
certainly a 4-year college that he not only helped to found but
guided for a number of years. He was a heck of a Governor, is a
fine U.S. Senator, and an all around good guy. If you do not mind, I
think he would probably add as much as any panelist here to these
hearings. If I may, with your permission, I would like Senator
Evens to comment.

Mr. EVANS. Thank you, Rod, I was about to look around and see
if Slade was in the room. Mr. Chairman, it is always a privilege to
be with you. I know that over many, many years I have had the
opportunity to appear before your committee, first as Governor and
then in the same circumstances as my former colleagues who bit
out in front of you today.

Just for a moment I would like to reflect on the current situation
in Congress which disturbs me very much; I have always been an
optimist about our ability to handle our current deficit and budget;
I am no longer an optimist, I think we are in very deep trouble and
in deep trouble mostly because many of the elements required to
do an effective job have been taken off the table. And unfortunate-
ly, taken off the table primarily by President and the Speaker
of the House. When you take off Social Security and other cost of
living allowances and you take off military spending and taxes,
that only leaves one major area for continued budget probing. That
is in the great arena of domestic programs and, specifically, in
higher education. That is why I currently am a pessimist. I think
we have somehow got to broaden our sights and come to an agree-
ment because the fine things being considered now by this panel
and eventually by the Senate in a reauthorization of the Hirher
Education Act will come to naught if we afterwards are unable to
meet those authorizations with any kind of reasonable appropria-
tions. And I hope that somehow as we go back in these next couple
of weeks before the summer recess we find it in our ability to come
together on a much more substantial package than any that has
been suggested so far. In doing so Is will preserve the opportuni-
ties, the very important opportunit. 3 in education which I think
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more than anything else reflect our investment in the future of our
country.

Mr. FORD. Thank you very much. The Senator is modest, I have
had experience not only of seeing him in the Senate but had him
in my office very forcefully and directlyand I do not think it is a
bad wordlobbying in the interest of his views on education
during the period between his governorship and service in the
Senate. I know of his commitment to education.

I would like to say to the University of Washington people that
we are very grateful that you have made these facilities available
to us and for the cooperation we have had in arranging this hear-
ing and point out that you gave me something very valuable al-
ready this morning. Dr. Wolanin and I discovered a condition of
getting your car through the gate onto this campus is to buy a $3
parking ticket which we duly purchased. We would like if it is at
all possible to show that ticket to the Secretary on his next appear-
ance before the committee to demonstrate that indeed the colleges
are not sitting back waiting for the Federal Treasury but are en-
gaged in very active and aggressive self help. David Stockman has
been advocating users fees and it is the finest example of users fees
and self help I can see. I think it is relevant with the three bucks
frankly to have had that experience so that at the appropriate time
we can remind those who think all brilliance lies with the secretar-
ies and the munchkins in Washington and realize that Washington
on the other end of the country is not the only one with a great
deal of imagination and responsibility.

We are not able to accommodate Senator Rinehart this morning
on the panel but she has prepared a statement for the record
which will be inserted in the record vith the other statements pre-
sented here today and I want to extend to you, Senator, an oppor-
tunity to stay in contact with us in your capacity as chairman in
the Higher Education Committee in the Senate and indeed we have
at this time I think more than anytime in 21 years I have been
working with these programs had more interest from representa-
tives of State legislatures concerning the interaction between the
Federal programs and State programs than we have in the past. I
think that is very good. As a former State Senator myself, I found
that the legislatures in the past have not in general been given an
active voice in helping us to tailor Federal policies so that it
matches State policy and we look forward to cooperating with you.

Our first panel is Dr. Ernest Morris, vice president for student
affairs, University of Washington, Rev. William Sullivan, president
of Seattle University, Dr. Sam Smith, president of the Washington
State University and Dr. Phillip Phibbs, president of the Universi-
ty of Puget Sound. Without objection, the prepared testimony sub-
mitted by each of the panelists appearing on this panel and the
subsequent panels will be included in the record. You may proceed
to add to your comments substitute or editorialize in any way you
feel you would like to make the most emphasis on the points you
wish to make. And we will start with the host institution Dr.
Morris.
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STATEMENT OF DR. ERNEST MORRIS, VICE PRESIDENT FOR
STUDENT AFFAIRS, UNIVERSITY OF WASHINGTON

Dr. MORRIS. Thank you, Mr. Chairman, Congressman Chandler,
Senator Evans. On behalf of President William P. Gerberding who
is unable to be here today and other members of the university
community, I am pleased to welcome you to the campus.

We appreciate this opportunity to comment on some of the im-
portant issues with which you and your colleagues will be grap-
pling in the coming weeks and months. While I do not intend to
comment on specific proposals which have been put before you in
recent weeks, I will make some general observations about the
need for a balanced and adequately funded program of Federal fi-
nancial assistance using recent experience on this campus as a
frame of reference. By the way, Mr. Chairman, we are thankful to
you for your long standing and off,:ctive advocacy of the TRIO pro-
grams and other endeavors designed to promote broad and mean-
ingful access to higher education in this country.

The University of Washington is a comprehensive center of
higher learn ing, offering a wide range of undergraduate and gradu-
ate professional programs of study. Among other things, it is char-
acterized by a richly diverse ethnic and cultural mix of students, a
quality of which we are very proud.

At the outset of the 1984-85 academic year, there were 34,452 stu-
dents enrolled here of which 16.4 percent were members of minori-
ty groups. 25,928 of those students were undergraduates, some 19.2
percent of whom were minority group members and 8,524 were
graduate professional students 8 percent of whom were minorities.
As these figures demonstrate, we are a multi-cultural, multi-ethnic
reflection of a society at which we reside and it is doubtful, indeed
highly improbable that we could have become so in the absence of
federally funded student aid programs. Moreover, while minority
students constituted somewhat more then 19 percent of our under-
graduate enrollments last fall, they represented about 35 percent of
our undergraduate aid recipients which underscores the vital role
of financial aid programs and promoting access.

Overall, in 1984-85, about 12,000 University of Washington stu-
dents, roughly 35 percent of the total enrollments received approxi-
mately $35 million in various forms of financial aid. Some 85 per-
cent of the aid, about $30 million was derived from Federal sources.
The remaining 14 percent was received from a combination of
State and private sources. The relative Federal share of the assist-
ance available to our students has not changed significantly in the
recent years. Over time, however, the forms of the assistance have
shifted and I will say more about this later. We are both apprecia-
tive of congresional support of these programs and sobered by the
degree to which substantial numbers of students must depend on
them to help fund their educational pursuits.

On another matter, we think the continuing debate over whether
Federal aid programs should be restricted to promoting access to
the possible exclusion of considerations of choice is most unfortu-
nate. It need not be, nor should it be an either/or proposition.
Without question, the goal of fostering access must be paramount
in deliberations regarding the distribution of limited financial aid
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resources; however, needy students should be able to choose from
among the broad range of institutional types in this Nation, both
priv. , and public so long as allowing them to do so does not con-
tribuw to such odious practices as racial and other forms of dis-
crimination.

It has been a matter of policy for many years to make Federal
financial assistance available to needy students wherever they may
be. This policy is consistent with the longstanding view that the na-
tional interests are well served by pluralistic system of higher edu-
cation, one which provides opportunities for individuals to develop
their intellectual talents and to grow more broadly in a variety of
institutional types. We think this view merits continued support.

Prior to concluding these remarks and again without comment-
ing on specific proposals, I want to emphasize three issues to which
we hope you will be especially attentive during your deliberations.

First, financial aid programs should be adequately funded. At a
minimum, funding levels should insure reasonable access and be
appropriately sensitive to upward adjustments in costs. As is true
elsewhere, this campus has lost ground in recent years and we ap-
plaud congressional efforts to rectify this situtior

Second, the mix of Federal financial aid, that is loans, grants and
work warrants careful examination. In 1975-76, student loans na-
tionally constituted 19.6 percent of the total Federal and State fi-
nancial aid. In the last academic year however, it is estimated that
loans represented more than 60 percent of the total aid. The in-
creased reliance on loans here over the past decade has probably
been consistent with the national pattern as evidenced by the fact
that in 1984-85, loans represented about 64 percent of our overall
aid program. Grants and work study constituted 28 percent and 8
percent respectively of our program last year. We anticipate a simi-
lar mix in 1985-86. In addition, even though work study is an im-
portant and desirable element of our program, in fact, our aio re-
cipients are generally expected to work, there are some practical
limits on the degree to which students can or should rely on this
source of support.

Finally, in recognition of the legitimate and widespread conceit
about the need to use scarce resources more efficiently, we think a
careful evaluation of the aid delivery system is needed, with a view
to streamlining the process for students and reducing the adminis-
trative burden on institutions. For example, the manner in which
the Pell Grant Program is managed appears to be unnecessarily
costly and unwieldy and largely duplicative and it may be possible
to echieve sigrificant savings through certain adjustments in its
procedures. Similarly, consideration might be given to modifying
certain elements of the guaranteed student loan program again
with a view to improving efficiency. I understand that several pos-
sible modifications have been proposed in recent weeks and that
Mr. Donovan and others will be discussing them in r---- er detail
later this morning. Thank you.

[Prepared statement of Dr. Ernest Morris follows:]
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PREPARED STATEMENT OF ERNEST R Moms, PH.D , VICE PRESIDENT FOR STUDENT
AFFAIRS, UNIVERSITY OF WASHINCTJN

Mr Chairman, members F the Subcommittee, I am Ernest R Morris, Vice Presi-
dent for Student Affairs at the University cf Washington On behalf of President
William P Gerberding, who is unable to be here today, and other members of the
University community, I am pleased to welcome you to the campus.

We appreciate this opportunity to comment on some of the important issues with
which you and your colleagues will be grappling in the weeks and months ahead.
While I do not intend to speak to specific proposals which have been put before you,
I will make some general observations about the need for a balanced and adequately
funded program of federal financial assistance, using recent experience on this
campus as a frame of reference (By the way, Mr. Chairman, we are aware of and
indebted to you for your longstanding and effective advezacy of the TRIO programs
and other endeavors designed to promote broad and meaningful access to higher
education in this country.)

The University of Washington is a comprehensive center of higher learning, offer-
ing a wide range of undergraduate and graduate /professional programs of study.
Among other things, it is characterized by a richly diverse ethnic and cultural mix
of studentsa quality of which we are very proud.

At the outset of the 1984-85 academic year, there st re 34,452 students enrolled
here, of which 16.4 percent were members of minority groups. Twenty-five thousand
nine hundred and twenty-eight (25,92E of those students were uncle-graduates (some
19.2 percent of whom were minority group members) and 8,524 were graduate/pro-
fessional students (8 percent of whom were minorities) As these figures demon-
strate, we are a mulitcultural, multiethnic reflection of the society in which we
reside, and it is doubtfulindeed, highly improbable--that we could have become as
in the absence of federally funded student-aid programs. Moreover, while minority
students constituted somewhat more than 19 percent of ar undergraduate enroll-
ments last fall, they represented about 35 percent of our undergraduate aid recipi-
ents, which underscores the vital role of financial -aid programs in promoting access
to postsecondary learning opportunities.

Overall in 1984-85, about 12,000 University of Washington students (roughly 35
percent of the total enrollments) received approximatley $35 million in various
forms of financial assistance. Some 86 percent of the aid (about $30 million) was de-
rived from federal sourcesthe remaining 14 percent was received from a combina-
tion of state and private sources. The relative federal share of the assistance avail-
able to our students has not changed significantly in recent years (over time, howev-
er, the forms of the assistance have shifted, and I will say more about this later),
and we are both appreciative of congressional support of these programs and so-
bered by the degree to which substantial numbers of students must depend on them
to help fund their educational pursuits.

On another matter, we think the continuing debate over whether federal-aid pro-
grams should be restricted to promoting access, to the possible exclusion of consider-
ations of choice, is most unfortunate. It need not benor ehould it bean either/or
proposition. Without question, the goal of fostering access must be paramount in de-
liberations regarding the distribution of limited financial-aid resources. However,
we should also be mindful of the importance of maintaining choice to the maximum
reasonable extent Needy students should be able to choose from among the broad
range of institutional types in this nationboth private and publicso long as al-
lowing them to do so does not contribute to such odious practices as racial and other
forms of discrimination.

As you know, it has been a matter of policy for many years to make federal finan-
cial assistance available to needy students wherever they may be. This policy is con-
sistent with the longstanding view, embraced by educators and others, that the na-
tional interests are well served by a pluaralistic system of higher education, one
which provides opportunities for individuals to acquire and refine their intellectual
and other skills 1 a variety of institutional types. We think this view merits contin-
ued support.

Prior to conc ng these remarksand again without commenting on specific
proposalsI want to emphasize several issues to which we hope you will be especial-
ly attentive during your deliberations:

Firstly, financial-aid programs should be adequately funded. At a minimum, fund-
ing levels should ensure reasonable access and be appropriately sensitive to upward
adjustments in costs As in true elsewhere, this campus has "lost ground" in recent
years, and we applaud recent congressional efforts to rectify this situation.

1 2
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Secondly, the mix of federal financial aid (that is, loan., grants and walk) war-
rants careful examination In 1975-76, Ptudent loans nationally constituted 19.6 per-
cent of the Vital federal and state financial aid. In the last academic year, however,
it is estimated that loans represented more than 60 percent of the total aid Al-
though precise figures are not available for this campus, the growth in reliance on
loans here over the past decade has probably been consistent with the national pat-
tern, as evidenced by the fact that ia 1984-85, loans represented about 64 percent of
our overall aid program. Grants and work-study, respectively, constituted 28 percent
and 8 percent of our program last year. We anticipate a similar mix in 1s85-86. In
addition, even though workmore precisely, work-studyis an important and desir-
able element of our program (in fact, our aid recipients are generally expected to
work), there are some academic and other practical limits on the degree to which
students can or snolild rely on this source of support.

Finally, in recognition of the legitimate and widespread concern about the need to
use scarce resowces more efficiently, we think a careful evaluation of the aid-deliv-
ery system is needed, with a view to streamlining the process for students and re-
ducing the administrative burden on institutions. Of course, this is not a new issue,
and some might term it more a regulatory than a legislative one, but it is impor-
tant. We think a number of efficiencies and improvements in the system might be
effected. For example, the manner in which the Pell Grant Program is managed ap-
pears to be unnecessarily costly and unwieldy, and hrgely duplicative, and it may
be possible to achieve significant savings through certain adjustments in its proce-
dures. Sin ;lady, consideration *night be given to modifying certain elements of the
Guaranteed Student Loan Program, agnin with a view to improving efficiency. I un-
derstand that several of these possible modifications, including requirirg multiple
disbursemiats and a full need, test, have been proposed in recent weeks, and that
Mr. Donovan and others will oe discub2ing them in greater detail late.. this morn-
ing.

Thank yt for your attention.

Mr. FORD. Thank you very much. Dr. Smith.

STATEMENT OF DR. SAMUEL SMITH, PRESIDENT, WASHINGTON
STATE UNIVERSITY

Dr. SMITH. We thank you, Mr. Chairman and members of the
panel. I'd like to point out that in attendance at the hearing this
moning, we have other representatives from Washington State
University. We have David Pridemore the president of the Associ-
ated Students of Washington State University, Michael Vislocky,
president of the Graduate and Professional Student Association,
and Anna Griswald, associate director of the Office of Scholarships
ELIA Financial Aid and the president of the Washington Financial
Aid Association.

I wish to commend you. Congressman Ford on your shared inter-
ests and ongoing concerns for Higher Education in the face of other
equally important national concerns which I'm sure assume a great
deal of your time and energy. Just under 40 percent of the students
at Washington State University benefit from one or more student
assistance programs and I am concerted with the spiraling costs of
education as our students and their families are.

We know that inflation has decreased the purchasing power of
the dollar; we also know that while costs have increased, family
income and student aid certainly have not proportionally in-
creased. There ate-four major points I wish to emphasize in my re-
marks today. Now, there a,..e other technical issues which are
equally important an I am sure the financial community in vari-
ous higher educatio i associations will speak to them in more
detail.

I would like to_ ent then or our major points. First, the
maintaining of an appropriate balance of loan, grant and work pro-
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grams to avoid unrealistic indebtedness; there is a definite need to
increase grant assistance for high-need undergraduates and provide
grant assistance to high-need graduate students to avoid excessive
debt burdens caused by the present imbalance of loan and work
programs over grants.

The second point, is reducing the cost of the Guaranteed Student
Loan Program without hurting the students and middle income
families who benefit from the pi ogram. I urge that the integrity of
the Guaranteed Student Loan Program be maintained as cost-cut-
ting measures are considered.

I would like to also point out that it is quite impressive that the
State of Washington's student loan default rate is only 4.6 percent
which is slightly less than half of accumulative default rate nation-
wide of 9.4. Washington State University's default rate is even
lower. Our students and those in this State have a good reputation
to repay these loans.

Mr. FORD. Well, Dr. Smith, I just have to stop you. Are you talk-
ingwhen you talk about the Washington default rate, are you
talking about the gross default rate or the net default rate?

Dr. SMITH. My understanding that we are talking about the net.
Mr. FORD. Well, the figure you gave us for the national is the

gross figure. The national figure is less then 5 percent.
Dr. SMITH. OK, that must be the gross rate, obviously. I know we

used the same rates for both the State and for the Federal.
Mr. FORD. Maybe we can clear that up with the person from

State Guarantee Agency. Go ahead.
Dr. SMITH. OK, item 3 is program consolidation. We are opposed

to the proposal to consolidate the title IV program into one grant,
one work and one loan program. The current configur ttion of
campus based aid programs has proven to be instrumental in serv-
ing the needs of individual students. Consolidation of these pro-
grams could diminish the support that they have enjoyed in Con-
gress because of their unique characteristics and purposes. The con-
cepts of institutional flexibility in program simplification often as-
sociated with consolidation can be achieved through other efforts
directed toward improving the delivery system.

Item 4, the cost of ensuring proper administration and compli-
ance with a title IV program. Administrative allowances should be
provided for each major title IV program and should cover a rea-
sonable portion of administrative cost of each program to insure
good stewardship of the Federal funds. I would like to emphasize
the important role that Federal student aid programs must play in
educating our Nation's citizenry and appropriate targeting of Fed-
eral student assistance on needy students.

Clearly, the student and the parent have a primary responsibil-
ity within their financial means to finance the cost of a college
education; however, after that contribution, the Federal program
should focus the resources to allow needy students to meet their
educational objectives. These two principles are essential to the
preservation of a sound policy of Federal Student Assistance Pro-
grams and I am convinced that the results of reauthorization will
like* determine the longstanding role of education as a national
priority.
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To this end, Mrs. Lola Finch, who is our director of scholarships
and fi' ancial aid, and myself are available to assist the committee
in any way possible. Thank you.

[Prepared Statement of Dr. Samuel Smith follows:]

PREPARED STATEMENT OF SAMUEL H. SMITH, PRESIDENT, WASHINGTON STATE
U NI VERSITY

Mr Chcirman, Members of the Subcommittee, I am Dr Samuel Smith, President
of Washington State University. Also in attendance at this hearing from WSU are
David Pridemore, President of the Associated Students of Washington State Univer-
sity; Michael Vislocky, President of the Graduate and Professional Student Associa-
tion; and Anna Griswold, Associate Director of the Office of Scholarships and Finan-
cial Aid and President of the Washington Financial Aid Association.

I appreciate very much the opportunity to appear before this subcommittee in Se-
attle. Even in my short tenure as president, free weeks, in fact) I gave this invita-
tion very high priority because of the impor ance of the pressing issues which face
the process for Reauthorization of Title IV of the Higher Education Act and their
potential impact upon needy students in attendance or looking forward to attending
Washington State University and other institutions in our state.

I wish to commend you, Congressman Ford, for your shared interests and ongoing
concern frr higher education in the face of other equally important national con-
cerns which consume your time and attention.

I would hope tf.-t the context for which reauthorization of the higher education
amendments will occur can result in the reaffirmatior of the federal government's
role in assuring access and choice of all students who can benefit from a postsecond-
ary experience. Within this framework, maintaining and even increasing student
aid funds can, hopefully, be viewed as contributing to part of the solution to our
nation's state of the economy and budget deficit, not adding to the problem.

Just under fcrty percent of the students at Washington State University benefit
from one or more student assistance program(s). I am concerned with the spiraling
costs of education, as are students with their families. We know that inflation has
decreased the purchasing power of the dollar and we also know that while costs in-
creased, family incomes and student aid certainly did not proportionately increase.

There are four major points that I wish to emphasize in my remarks today. There
are other more technical issues which are equally important to which the financial
aid community and various higher education associations and agencies are giving
their cooperative energies and expertise These I will not address, but I wish to rec-
ognize the time and effort I know it takes to develop responsible positions and rec-
ommendations that will serve the broad spectrum of needs cf postsecondary institu-
tions.

(1) Maintaining an appropriate balance of loan, grant, and work pi 3grams to
avoid unrealistic indebtedness obligations.

The availability of loan, grant and work study programs has allowed for a mix of
student aid support which maximizes individual and family contributions and to an
extent deals with unique circumstances of high need students. This structure has
allowed individual campus flexibility in meeting various student needs.

In recent years federal budget constraints have contribgted to an erosion in the
student aid grant programs that has forced many needy students to turn to loans as
the primary source of financing their postsecontiory zducation These students will
leave school with unreasonably high levels of indebtedness. If allowed to continue,
this imbalance will force many qualified and deserving students to forego a college
education. This nation has enjoyed a strong educational system primarily because it
affords individuals the opportunity to select from among a wide variety of educa-
tional service providers

Support for students at the graduate level suggests the need for change and pro-
gram availability when compared to undergraduate education The issue today is
what is the proper mix of financial aid programs at the graduate level which most
effectively and appropriately achieves national stated goals and manpower needs in-
volving graduate students without doing harm to programs of access and choice of
undergraduates.

There is need to increase grant assistance for high need undergraduates and pro-
vide grant assistance to high need graduate students to avoid excessive debt burdens
caused by the present imbalance of loan and work programs over grants.
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(2) Reducing the costs of the Guaranteed Student Loan (GSL) program without
hurting the students and middle income families who benefit from the program is of
major concern to our student body.

The issue of appropriate balance leads me to comment upon the mportance of the
Guaranteed Student Loan Program as it currently serves a significant number of
students at Washington State University.

Mr. Carl Donovan, President of the Washington Student Loan Guaranty Associa-
tion and a panel of precentors at this hearing have given thoughtful consideration
to specific Guaranteed Student Loan administrative efficiencies as well as recom-
mendations related to appropriate loan limits and loan consolidation authority.
Given the forced dependency on loans for many students, it is essential to provide a
mechanism that will encourage repayment and provide an alternative for students
who otherwise might be forced to default on their loans due to excessive concurrent
repayments.

On the other hand, it is impressive to note that the state of Washington's GST,
default rate is 4.6 percent, which is slightly less than half of the cumulative default
rate nationwide of 9.4 percent. Washington State University's default rate is even
lower than the state of Washington's.

I urge that the integrity of the Guaranteed Student Loan program be maintained
as cost cutting measures are considered. It is obvious to me that the loan limits can
be raised to accommodate the needs of students that the loan program is serving in
the state of Washington.

(3) Program consolidation.
The current configuration of campus-based aid programs has proven to be instru-

mental in serving the needs of individual students. Consolidation of these programs
could diminish the support they have enjoyed in Congress because of their unique
characteristics and purposes. The concepts of institutional flexibility and program
simplification often associated with program consolidation can be achieved through
other efforts directod towards improving the delivery system.

I am opposed to the proposal to consolidate Title IV Programs into one-grant, one-
work, and one-loan program.

(4) The costs of ensuring proper administration and compliance of Title IV Pro-
grams.

Currently, a formula is applied to calculate the amount of administrative allow-
ance for the National Direct Student Loan, the Supplemental Educational Opportu-
nity Grant, and the College Work Study Prcgram. Each Pell Grant recipient results
in a five dollar administrative allowance. There is no administrative allowance ap-
propriation for the Guaranteed Student Loan program and yet it is the largest
volume program at many institutions and more costly due to its separate applica-
tion process.

The administrative allowances currently provided for the administration of the
campus -bared and Pell Grant programs should be increased, and administrative al-
lowances provided for the GSL and PLUS (Parent Loan for Undergraduate Student)
programs. The detailed regulations for administering these programs make it very
difficult for aid administrators to fulfill all of the requirements and still serve stu-
dents in a timely manner. The many and highly detailed transactions that are man-
dated in order to comply with the complex program regulations and delivery system
are costly.

Administrative allowances should be provided for each major Title IV Program
and should cover v reasonable portion of the administrative cost of each program to
ensure good stewardship of federal funds.

In closing, I would emphasize the important role that federal student aid pro-
grams must play in educating our nation's citizenry and the appropriate targeting
of federal student assistance on needy students. Clearly, the student and the parent
have the primary responsibility within their financial means to finance the costs of
a college education. However, after that contribution the federal programs should
focus resources to allow needy students to meet their educational objectives. These
two principles are essential to the preservation of a sound p 'icy for federal student
assistance programs I am convinced that the results of reauthorization will likely
determine the long standing role of education as a national priority. To this end
Mrs. Lola J. Finch, Director of Scholarships and Financial Aid at Washington State
University and I are available to assist the committee in all ways to further react to
reauthorization proposals and to provide input and statistics in response to any re-
quests of your subcommittee.

Thank you for the opportunity to appear before you.

Mr. FORD. Thank you very much. Father Sullivan.



12

STATEMENT OF REV. WILLIAM SULLIVAN, PRESIDENT, SEATTLE
UNIVERSITY

Mr. SULLIVAN. Mr. Chairman, Representative Chandler, and Sen-
ator Evans, I appreciate very much the opportunity to welcome
you, Mr. Ford, to Seattle. It gives me the chance to express my ap-
preciation and our appreciation for the leadership that you have
long shown as a Member of the House and also as Chair of the Na-
tional Commission during these recent years in that very complex
area of the relation between higher education and the Federal Gov-
ernment. My comments this morning will be general in nature, you
certainly have the benefit of extensive technical expertise on these
topics. I would like to step back for a moment and look at them
from the point of view of the President of a medium sized inde-
pendent university.

My own university furnishes many examples of both the benefits
of the Federal Financial Aid Program and some of the problems
which you are struggling with in the reauthorization hearings. Se-
attle University is a 94-year-old institution, 1 of the 28 Jesuit Col-
leges and universities. It enrolls approximately 4,500 students,
three-quarters of whom are from the Puget Sound region. It is
truly a public service university at the other end of the spectrum
from that imaginary country club private university that is so fa-
miliar from the reveries of Mr. Bennett. The overwhelming majori-
ty of our students work to earn part of the cost for their education.
Forty-nine percent of them are over 25 years old, 11 percent are
American ethnic minorities, a percentage which is surpassed by
only one of the States 4-year universities here in Washington. We
are not a parochial institution, less then half of our students are
Catholic and the non-Catholic majority shows an extraordinary di-
versity of religious background.

In terms of the education of Washington State residents, only
one of the States 4-year institutions has a greater percentage of
Washington citizens enrolled than does Seattle University. In
terms of family financial background, a study done several years
ago by the State Council on Postsecondary Education showed that
the average family income of our ;cattle University students was
lower than that of our sister institution here at the University of
Washington.

All of this contributes, I think, to the use, the proper use of the
term public service university for an institution such as Seattle
University. I have long argued and I believe Seattle University ex-
emplifies that argument that the term "public" should not be re-
served fo governmental institutions but it is properly applied to a
broad range of institutions both governmental and independent
which are in the public service.

I would like very briefly to address what I consider to be one of
the root issues that you are dealing with in the whole reauthoriza-
tion proce9s. One of the cardinal principles of the Federal role in
higher education going back at least to the Higher Education Act
of 1965 has been the attempt to equalize opportunity of access to
postsecondary institutions for all our citizens, whatever their
ethnic and/or economic backgrounds. This goal of promoting some
freedom of choice in the matter of a college or university has been

1 7



13

built into many, if not all, of the forms of Federal financial assist-
ance during those years. It is a magnificent expression of the root
traditions of American society, that is to say the Jeffersonian idea
of the societal value of education and the Lincolnesque principie of
equal opportunity for all.

From our history and experience has come this ideal of an aris-
tocracy of achievement arising out of the democracy of opportunity
and it is one of the glories of the Federal programs in the last 20
years that they have tried to make that principle operational. How-
ever, in the last few years, there has been a very definite erosion of
the practical realization of that principle. For a series of complex
reasons, students from lower income groups and even from the
lower middle income sectors have been deprived of any real choice
about where they will attend college and are being forced by finan-
cial pressures out of the independent sector.

The statistical evidence for this trend is incontrovertible and the
trend is accelerating. In addition to this, we have had in this past
year the extraordinary spectacle of the Secretary of Education es-
pousing the idea that the Federal Government has no interest in
making such real options available, that it has no role in giving
some of our most talented but economically underprivileged citi-
zens the chance to develop themselves at an independent institu-
tion and that, "poor folks ought to go to community colleges
anyway", an unbelieveabl' but actual statement from the Secre-
tary of Education.

Mr. Ford and Mr. Chandler, I believe that one of the most impor-
tant things that Congress can do in its reauthorization work is to
reassert clearly and powerfully the traditional congressional com-
mitment to some freedom of choice for all and to do this so loudly
and clearly that even the Secretary of Education will get the mes-
sage.

Why has this idea of equality of access been under such pressure
in these recent years? The answer lies, I believe, in the massively
growing gap between the subsidized tuition price in our State insti-
tutions and the realistic cost tuitions in the independent schools to
the degree that the Federal Financial Aid Programs do not in any
way reflect these radically different pricing mechanisms, that is to
say to the extent that they are not tuition sensitive. To exactly
that degree, the Federal programs unwittingly will compound the
problem and further reduce the possibility of a poor or economical-
ly underprivileged student selecting the college or university of his
or her choice.

Can Lnything be done about this in the reauthorization process?
One very partial but I think very important effort is included in
the NAICU proposal for the modification of the Pell grant system.
As you know, we the presidents of the independent sector universi-
ties have proposed that the Pell grant system be brought back
closer to its original purposes by limiting its grants to one-half of
the hard costs of education, that is to say tuition, mandatory fees
and books, this would eliminate the present use of Pell grant
money for living expenses and in this sense limit the amount of
grant money that is going to cover these practically uncontrolled
living cost categories.
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This kind of modification is joined with a second, that is to say
the NAICU Pell grant proposal addresses the problem of the very
low-income student, the one for whom the cost-of-living issue is
acute. What NAICU has proposed in testimony before your com-
mittee in Washington is a second series of grants for the very, vary
needy students which would substantially aid in covering their
living expenses but that second series of grants would be restricted
to the deep need students.

The combination of these proposals would focus the Pell grant on
the hard costs of education and make it at least partially price sen-
sitive and at the same time would recognize and respond to the
needs of the very low income student.

In expressing here again before you my support for the NAICU
Pell proposal, I would like to modify that proposal in one respect. I
would like, if I may, to suggest to Mr. Chandler, and till 'ugh him
to his colleagues on the House subcommittee, that this raw second
tier of grants which I referred to, that is to say the cast -of- living
grants for the deeply needy students should not in the future be
called Pell grants but rather should be known as Ford grants. I am
proposing, Mr. Chandler, that, they should be named for the chair-
man of the subcommittee, for a man who during all of his 21 years
in Congress has been dedicated to the support of higher education,
to the principle of freedom of access, and to the assistance of the
very truly needy in our society. This modified NAICU proposal fea-
turing a Pell grant limited to hard costs and a new Ford grant
could be a powerful instrument in writing the imbalances that
have come into the Federal financial aid system in recent years.

In summary, this propu.:-.1, together with a modified GSL propos-
al, would contribute to the ..:chievement of three very desirable
goals. First of all, the better col irdination of the various elements of
the Federal financial aid systo in, second, the more effective target-
ing of the Pell funds on the hard education costs of lower income
students and third, the promotion of the goal of freedom of choice
of college and university by lower income students.

[Prepared statement of Rev. William Sullivan follows:]

PREPARED STATEMENT OF WILLIAM J. SULLIVAN, S.J., PLESIDENT, SEATTLE UNIVERSITY

Mr. Chairman and Mr. Chandler, my name is William Sullivan. I am the Presi-
dent of Seattle University and have served in that capacity for the past nine years. I
have served as a member of the Board of the ACE, am currently the Vice-Chair of
the NAICU Board; I was one of the incorporators of the Washington Student Loan
Guarantee Association and have served as the Vice-Chair of the Board; and I am
presently serving as a member of the Higher Education Facilities Authority of the
State of Washington.

I appreciate very much the opportunity to welcome you, Mr. Ford, to Seattle. It
gives me the chance to express my appreciation and our appreciation for the leader-
ship which you have long shown, as a member of the House and as the Chair of the
National Commission, in the complex area of the relation between higher education
and the Federal Government.

My brief comments this morning will be general in nature. You have had the ben-
efit of extensive technical expertise on these complex topics. I would like to step
back one or two paces to look at our current situation and at some of the proposals
which are before you from the point of view of the President of a medium -size inde-
pendent metropolitan university.

My own university furnishes clear examples of both the benefits of the Federal
financial aid programs and of the problems with which you are struggling in the
reauthorization hearings. Seattle University is a 94-year-old institution, one of the
28 Jesuit colleges and universities. It enrolls approximately 4,500 students, three-
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quarters of whom are from the Puget Sound region. It is truly a metropolitan uni-
versity, at the other end of the spectrum from the imaginary country-club private
universities so familiar from the reveries of Mr Bennett. The overwhelming majori-
ty of our students work to earn part of the cost of their education. 49 percent of
them are over 25 years old. 11 percent are American ethnic minoritiesa percent-
age which is equaled by only one of the state government's 4-year universities here
in Washington. Less than half of our students are Catholic; the non-Catholic majori-
ty shows an extraordinary diversity of religious backgrounds. In terms of family fi-
nancial background, a study done several years ago by the state Council on Post
Secondary Education shows that the average family income of our Seattle Universi-
ty students was lower than that of the University of Washington. All of this contrib-
utes to the meaning of the term "metropolitan" as applied to Seattle University It
also exemplifies clearly our contention that Seattle University is in the most proper
sense of the word a "public" universitythat is, one that is open to all and serving
in a broad range of ways the public good. I have long arguedand Seattle Universi-
ty exemplifies that argumentthat the term "public" should not and cannot be re-
served for "gover mental" institutions but is properly applied to a broad range of
institutionsboth governmental and independentin the public service.

Mr. Chairman and Mr. Chandler, in addressing in somewhat broad, philosphical
terms the issues before you and the Congress with regard to reauthorization, I
would like to begin from what I consider to be a root issue.

One of the cardinal principles in the Federal role in higher education, going back
at least to the Higher Education Act of 1965, Is been that of equalizing opportuni-
ty of access to poet - secondary education for it'll oar citizens, despite their ethnic and/
or economic background. This goal of promoting freedom of choice in the matter of
a college or univesity has been built into manynot allbut many of the forms of
Federal financial aid assistance over the years. It is a magnificent expression of the
root traditions of American society the Jeffersonian idea of the societal value of
education and the Linconian principle of equal opportunity for all. From our history
and experience has come this notion of an "aristocracy of achievement arising out
of a democracy of opportunity." It is one of the glories of the Federal programs of
the last twenty years that they have tried substantially to make that principle oper-
ational.

In the last few years there has been a very strong, very clear movement away
from the practical realization of this principle of freedom of choice. For a series of
complex reasons, students from lower income groups, from the minorities and even
from lower middle income sectors are being deprive(' of any real choice about where
they will attend college and are being forced out of the independent sector into the
state institution, both two- and four-year. The statistical evidence for this trend is
inccntrovertable; and the trend is accelerating.

In addition to this, we have the extraordinary spectacle in the last year of a Sec-
retary of Educationand now the President of the United Statesespousing the
idea that the Federal government has no interest in making any real options avail-
able to ' Her income students, that it has no role in giving the most talented but
economically underprivileged the chance to develop themselves at a first-class inde-
pendent institution, and that "the poor folks ought to go to the community colleges
anyway." Unbelievable but factual!!

Mr. Ford and Mr. Chandler, I believe that one of the most important things that
the Congress can do in its reauthorization work is to reassert clearly and powerfully
the traditional Congressional commitment to freedom of choice for alland to do
this so loudly and clearly that even the Secretary of Education will get the message.

Why has the notion of some equality of access been under such pressure in the
last few years. Why hare we experienced the clear trend of minority and lower
income students away from the independent sector despite the extraordinary efforts
of the independent sch-als to make scholarship funds available to these students.
(Our small cohort of 10 independent colleges and universities here in the State of
Washington are currently furnishing over $16 million in institutional aid to their
students. This represents from the schools themselves an amount which is four
times the total of the state's assistance to our students through its need grant and
work study programs and 41% of the total Federally funded support, including GSL,
that available to our independent college and university students this year. At
Seattle University our institutional aid last year was $1.485 million out of a tuition
and fee income of $19,850 million; and that included a special $70,000 added last
year to help enroll more black undergraduates.)

Why is this happening? The answer lies in the massively growing gap between
the heavily subsidized tuition price in the state universities and i.he cost-realistic
tuitions in the independent schools To the degree that the Federal financial aid

20



16

programs do not in any way reflect these radical differences in pricing mechanisms,
that Li, do not in any way reflect the heavy taxpayer subsidized financial aid that is
built into the state liniversity tuitionsto exactly that degree the Federal programs
will compound the problem and will further reduce for the part of the poor or mi-
nority student the possibility of a freedom of choice in selecting a college.

Can anything be done in the reauthorization process? One very partial but very
important effort is that included in the NAICU proposal for the modification of the
Pell grant system. As you know, we the Presidents of the independent sector univer-
sities have proposed that the Pell grant system be brought back closer to its original
purposes and goals by limiting the grant to one-half of the "hard costs" of educa-
tion, that is tuition, mandatory fees, and books. This would eliminate the present
use of the Pell grant for living expenses and in that way limit the enormous
amounts of grant money used to cover the practically uncontrolled "living ex-
penses" category which is presently used to increase the Pell grant eligibility for
students in very low priced, that is very highly cost subsidized, state institutions.
This kind of a modification would bring an element of price-sensitivity into the Pell
system and would thus be a powerful reinforcement of the principle of the "democ-
racy of opportunity."

You know, Mr. Chairman and Mr. Chandler, that the second part of the NAICU
Pell proposal addresses the problem of the very low income students, the ones for
whom the "cost of living" issue is acute. What NAICU has propos:W to you is a
second series of grants for the very, very needy which would substantially aid in
covering their living expenses. The combination of these two proposals would focus
the Pell grant on the hard costs of education and thus make it at least partially
price sensitive, and would recognize and respond to the needs of the very low
income student.

In expressing to you my support for the NAICU Pell proposal, I wish to modify
that proposal in one respect. I would suggest to Mr. Chandler and through him to
his colleagues on the House Subcommittee that the second tier of grants that I re-
ferred tothe new cost of living grants for the deeply needyshould not be in the
future called Pell grants but should be known as Ford Grants. I am proposing, Mr.
Chandler, that they should be named for the Chairman of this committee, for a man
-mho has during all his 21 years in the Congress been dedicated to the support of
higher education, to the principle of freedom of access, and to the assistance of the
truly very needy in our society. This modified NAICU proposal, featuring a modified
Pell Grant and a new Ford Grant, coald be a powerful instrument in righting the
imbalances that have come into the Federal financial aid systems in recent years
and in promoting the fundamental societal aims of those programs.

In summary, this proposal together with a modified GSL program, that is, one in
which the amount of loan eligibility is limited to "unmet need' would contribute to
the achievement of three very desirable goals: (1) the better coordination of the vari-
ous elements of the Federal financial aid system; (2) the more effective targeting of
the Pell funds on lower-income students; and (3) the promotion of the goal of some
freedom of choice of the college or university by the lower income students.

Thank you.

Mr. CHANDLER. Father Sullivan, your honor to our chairman is
well founded and Ford grants is a well-chosen name.

Mr. FORD. Thank you very much. Dr. Phibbs.

STATEMENT OF PHILLIP PHIBBS, PRESIDENT, UNIVERSITY OF
PUGET SOUND

Dr. Pmaxs. Mr. Chairman, I have an airplane that I am to catch
at 10, so I will try to be very brief and would like to be excused
after I have completed my testimony.

I thank you for bringing the subcommittee out to the State of
Washington and giving us the opportunity to provide testimony in
this area. I also thank Congressman Chandler for his help in that
decision and Senator Evans for taking the time to be with us this
morning and hearing concerns that we have.

My written testimony has been submitted to the committee. I
want to stress the thrust of that written testimony only. The thrust
of the testimony is that when reauthorization occurs in 1985, it is
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terribly important for us tc make the changes that come in legisla-
tion in the context of the need for the 1980's and the 1990's and my
argument is that the need for the 1980's an' the 1990's are radical-
ly different from those that prevailed in 1965 when the legislation
was originally written. I hope therefore that the committee will not
merely tinker with legislation but inake changes which respond to
those very significant new conditions of our society, for the 1980's
and the 1990's.

In particular, I refer to three new conditions of the eighties and
nineties, the significant increase that will take place and the
number of minority students graduating from high schools in this
era. Most minority students come from home backgrounds with
limited means and this means a significant increase in the need for
financial aid in the 1980's and 1990's.

No. 2, of course, we face the budgetary problems of our State and
our Nation in the 1980's and 1990's and it becomes particularly im-
portant that aid be very definitely need-sensitive.

Third, there is the point that Father Sullivan has already re-
ferred to and that is the enormous gap that has grown between the
tuition at inde_pendent institutions and the tuition at public institu-
tions. In the State of W Ashington, that gap stands at $3,616. The
Council for Postsecondary Education has done a study which sug-
gests that by 1990 the gap will be $7,153, an enormous difference.

In this context I think it is very important for the committee and
for the Congress to understand clearly the role that the independ-
ent sector plays on higher education and there are two roles that I
think merit special attention. First of all, the independent sector
saves the taxpayer substantial amounts of money. In the State of
Washington, the independent sector enrolls 26,000 students. In the
State of Washington, the annual operating budgets of our inde-
pendent institutions total $197 million each year. If the students no
longer have the opportunity in sizable numbers to select education
at an independent institution, and some or all of these institutions
disappear, the burden of the cost of educating those 26,000 students
will fall on the taxpayer in the State of Washington. It will mean
acquiring a new public institution educating about 25,000 students
and would mean providing the money to build that institution and
paying the taxes for the annual operating budget of $179 million
each year. That is a very substantial burden that will fall upon the
taxpayer.

As Father Sullivan has indicated, it would be a great mistake to
try to resolve Federal budgetary problems at the expense of State
budgetary problems because the person who pays for both budget-
ary problems is the taxpayer. In solving the Federal budgetary
problem at the expense of the Federal taxpayer we are simply
adding to the burden of the State taxpayer. Since the State and the
Federal taxpayer are the same person, no one gains. The taxpayer
loses.

Second, it is very important to recall the role of the independent
sector in the education of a diverse section of our student popula-
tion. The Council for Postsecondary Education a few years ago
made a study of average family income in the State of Washington
and they di..,:overed that the average family income for students at-
tending independent institutions was $1,000 less then the average
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family income of students attending the two major universities in
the State.

Third, nationwide, the independent sector educates 16 percent of
minority students, while 18 percent of the nation's public institu-
tions population are minority students. In this State, the Universi-
ty of Washington has a 'arger percentage of minority students then
any other institution but the next thr institutions in terms of
their minority student population are 1 independent institutions.
We play a significant role in saving the taxpayer money and in
educating a diverse student population. We think it is important
for that role to be continued and we think that the impact of finan-
cial aid legislation can make a great difference in the continuation
of the role of the independent sector.

In particular, I commend you as Father Sullivan has. I also sup-
port the NAICU proposals with regard to the Pell Grant Program,
I would urge second that the committee insure that the Guaran-
teed Student Loan Program is based strictly upon need. Fourth, I
would encourage the committee to look carefully at the definition
of independent student and tighten that definition so that in all
three of those programs we are certain that we are getting maxi-
mum value from each dollar spent in providing access to education
and providing the option of education at an institution.

Thank you very much.
[Prepared statement of Dr. Phillip Phibbs follows:]

PREPARED STATEMENT OF PHILLIP M. PHIBBS, PRESIDENT, UNIVERSITY OF PUGET
SOUND, TACOMA, WA

Mr. Chairman and members of the Subcommittee on Postsecondary Education,
my name is Philip M. Phibbs. I am President of the University of Puget Sound in
Tacoma, Washington. The University is an independent institution with an enroll-
ment of 2,700 undergraduates and a graduate program in law.

The conditions of this country and of postsecondary education are radically differ-
ent today from those which prevailed when the Higher Education Act was passed in
1965.

The three most significant changes, in my opinion, are:
(1) In the next decade and beyond an increasingly larger percentage of the stu-

dents who graduate from high school will be minority students. Historically, a sig-
nificant portion of these students have come from low income families and there is
no indication at this point that that pattern will change dramatically in the near
future

The need for financial aid will, therefore, be even greater in the years ahead than
it has been in the past.

(2) The federal government faces major budgetary problems at leant for the next
few years. I do not believe that I need to elaborate on this problem! It means, how-
ever, that reauthorization must be designed to insure that maximum return is ob-
tained from every tax dollar expended on financial aid.

(3) During the past ten years or more, inflation has forced independent institu-
tions annually to raise their tuition and in substanti 11 amounts. During this same
period, ever-growing state subsidies for the operating costs of the public colleges and
universities enabled those institutions to keep their tuition comparatively low.

As a result, while the cost of providing education at public and independent insti-
tutions is roughly the same (and here I refer you, for example, to the study which
Peat, Marwick, Mitchell and Co. conducted in the state of Florida), there is now an
enormous difference in the tuition charged in the two sectors.

And that difference will apparerdy continue to grow in the future.
The Council for Postsecondari Education, our statewide coordinating body for

higher education, recently completed a study on future tuition levels in the state.
The Council estimates that the tuition gap between public and independent institu-
tions, which in 1982 averaged $3,616, will rise to $7,153 by 1990.
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In other words, the choice of attending (or access to) an independent institution in
the state of Washington cost the student an additional $3,616 in 1982 By 1990, that
same access will require $7,153 more from a student than if he/she were to attend
one of the public universities.

The state of Washington is not unique in this respect; it is typical.
The rising tuition gap is the single most important fact of higher education in the

1980s If we do not address it and its implications in the reauthorization legislation,
we shall be ignoring a fundamental and ominous reality with serious consequences
for higher education in the years ahead.

In the context of these conditions of the 1980s, there are two aspects of the inde-
pendent sector of higher education which warrant special attention.

First of all, the independent sector annually saves the American taxpayer an
enormous amount of money. Conversely, the weakening or the disappearance of the
independent sector would cast a very heavy new burden on the taxpayer.

In the state of Washington alone, the independent sector enrolls 26,000 students.
The budgets for these institutions total about $197,000,000 annually.

If students in the future cannot afford to attend these institutions, the state of
Washington will have to construct another major university at enormous cost to the
taxpayer and, in addition, raise taxes still further to cover annually the cost for the
operation of that institution.

By contrast, a financial aid program which costs the taxpayer a small fraction of
that amount but maintains access to independent institutions is an enormous bar-
gain.

The Committee should, therefore, examine carefully all proposals to determine
their impact on student choice and on the viability of a dual system of public and
independent institutions. Proposals which would compel needy students to attend
public institutions and thereby save the federal taxpayer money, will simply in-
crease by a far larger amount the state taxpayer's bill. And since she/he is the
same person, the taxpayer is th- fuser.

It makes absolutely no sense to solve the federal budgetary problem by creating
far greater budgetary problems at the state level.

The second aspect of the independent sector that merits special attention as reau-
thorization legislation is developed is the sector's role in the education of minority
studentsthe rising portion of our high school graduating population.

There is widespread belief that only students from wealthy and white families
attend independent institutions. In reality, the situation is remarkeably different.

Three examples vividly illustrate this:
(1) A study in the state of Washington revealed a few years ago that the average

family income for students who attended the two major public institutions in the
state was $1,000 more than the average family income for students attending inde-
pendent institutions in the state.

(2) Similarly, a significahtly higher percentage of students atter ding independent
institutions in the state of Washington are employed, during the term and during
the summer, than are the students attending the two major public institutions.

(3) Sixteen percent of the total enrollment in the independent sector of higher
education in the United States in composed of minority students. (I should note par-
enthetically that the comparable figure for the public sector is only slightly higher,
eighteen percent.)

This point was also illustrated specifically in the state of Washington last winter
when the Chroni;-li. of Higher Education reported the percentage of minority stu-
dents enrolled by institutions. The four institutions in this state with the largest
percentage of minorit, -tudents were, in order, the University of Washington, Seat-
tle University, St. Martin's College, and the University of Puget Soundthree out
of four were independent institutions!

In this connection it is also important for us to remember that a higher percent-
age of minority students persist and graduate from independent institutions. It
would appear that the smaller classes and the emphasis upon teaching which char-
acterize independent institutions does, indeed, make a difference for this segment of
the student population which is growing significantly in number.

If we close to these students an option in which they seem particularly to succeed,
we are surely making a grevious mistake.

My point is simple. American higher education has traditionally been character-
ized by great diveristy. Different institutions have offered different possibilities and
responded to the needs of different students. We need that diversity more in 1985
even than we needed it in 1965 if we are to be sensitive to the nature of the student
body in the 1980s and to the budgetary problems of our state and national govern-
ments
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I make three specific recommendations to the Subcommittee which are designed
to address the conditions of the 1980s.

(1) I commend to you in particular the proposal which the National Association of
Independent Colleges and Universities has submitted for the Pell Grant Program.
The proposal is a complex one, but it merits very serious and careful study for it is
designed to concertrate Pell Grants for most students on direct educational costs
rather than living expenses which are a responsibility we all have whether we are
in school or not. The most needy students, however, would also be able to receive
support for living expenses.

(2) The Guaranteed Student Loan Program should be limited to need remaining
after all federal grant, work and loan benefits, together with all expected parental
and student contributions have been taken into account.

When funds are limited there is no justification for a program not based strictly
upon need. Families who can afford the cost of education should not be subsidized.
Any other policy undermines public support for the whole concept of aid to educa-
tion

(3) The definition of an independent student should be revised and significantly
tightened so that families who can in fact provide financial support for their child s
higher education do so. The current definition, in my opinion, is too loose. Some
families who should assume the cost of their child's education are shirking that re-
sponsibility. As a result, less aid is then available for those who need that assist-
ance.

In my opinion, the most appropriate change would be to require that all under-
graduate students who are under 23 be considered dependent upon their parents for
financial aid purposes. Carefully defined exceptions could be made, of course, for
cases such as orphans, wards of the state, and honorably discharged veterans. For
students 23 or older and for graduate students, the current definition for shelf-sup-
porting status would appear to be reasonable.

These three steps would address the conditions of thr! 1980s channeling aid more
carefully to those who have need. The recommendations will also preserve choice of
the educational institution which will provide each student with the best education-
al experience for him or her. Finally, they will not force more students into the
public sector at far greater cost to the taxpayer.

Mr. FORD. Thank you very much and I am sorry that you have to
leave. Did you have questions for Dr. Phibbs? We have 2 minutes? I
would like to make a few observations before recognizing Rod, I
would rather not get involved in the new Ford grant. As a matter
of fact there was a motion in the House-Senate conference to
attach Pell's name to the grants and I do not know whether he is
grateful for that or not.

Applicable to what you said, Father Sullivan, Wolanin
handed me a copy of the remarks made by President Johnson on
November 8, 1965 at Southwest Texas State College when he was
about to sign the Higher Education Act of 1965. He characterized
this legislation as the key that would unlock the door to education
for America's young people and I just want to quote one paragraph
from that comment. He said, "It means that a high school senior
anywhere in this great land of ours can apply to any college or any
university in any of the 50 States and not be turned away because
his family is poor". I note parenthetically that in those days Presi-
dents were still using the term "his" when referring to students,
that would now be "his/her" if the speech were written today. I
took those words seriously. I will have the honor of delivering on
the 20th anniversary of that event in Texas the Lyndon Johnson
lecture, I guess it is called, on the history of the act since it was
sent to us by the President in 1965. It is because of that that we
have been looking back at what he said but I havt no trouble re-
membering that we were very much impressed with that idea I was
quite surprised when the Secretary reconstructed that for us in
front of our committee and told me we never thought that at all. I
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do not know that the Secretary still believes that to be the history
of the act and I am hopeful he does not because we look fo ward to
working with him. I am optimistic that we are going tc 1,e able to
do that.

I want to thank all of you for your appearance and now, Rod, do
you have questions?

Mr. CHANDLER. Well, Mr. Chairman, with your indulgence, I
would like to follow up in writing, particularly to Dr. Morrisbut
to all three, because we have the diversity here of a college in a
rural eastern Washington community, an indepe. -t institution
in Seattle and then, of course, the major university. Dr. Morris dis-
cussed the limits on the work study program, both practical and
academic, and I am interested in what those are and why.

My good friend Dennis back here and I have talked many times
about how we could utilize the private sector in work stud/ ven-
tures. You and I, Dr. Morris, talked about too, that so with your
permission I would like to follow up in writing to get a more exten-
sive comment for the record from all three of you. I am interested
in the problems that face these different institutions, very different
in their geography and so forth on that subject.

Mr. FORD. Thank you very much, gentlemen, we are tight for
time. The second panel is Dr. Paul Thompson, president of Belle-
vue Community College, Dr. Richard Rutkowski, president of
Green River Community College and Dr. Shirley Gilroy, Highline
Corn -,:nity College. I mernt to mention earlier that the current
presL. -it of this institution first worked with us when he was a
congressional fellow for a then ranking member on the Education
Committee.

Mr. CHANDLER. I might just comment that these three flagship
institutions of our community college system just happen to be the
8th Congressional District in the State of Washington.

Mr. rORD. Dr. Thompson.

STATEMENT OF DR. PAUL THOMPSON, PRESIDENT, BELLEVUE
COMMUNITY COLLEGE

Dr. THOMPSON. Thank you, Chairman Ford, Congressman Chan-
dler, Senator Evans. It is a pleasure for me to testify before you
today on legislation that has the potential to enable the residents
of our district, our State, and our Nation to build a more secure
future for all of us. We are all aware of the significant demograph-
ic shifts that are occurring or will occur in our society during this
decade. It is imperative that quality higher education opportunities
remain open to those whom we must count on to be the most pro-
ductive generation our Nation has ever educated.

I believe the Higher Education Reauthorization Act riu are con-
sidering is crucial to assuring that higher education remains acces-
sible to the American public. I am here to support the AACJC/
ACCT recommendations on the Reauthorization Bill, particularly
those regarding elimination of home equity, unemployment bene-
fits, and food stamps from the means test for displaced worvers
seeking Pell grants and the addition of child care to the costs of
attendance that can be covered under Pell grants.
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I would request that you consider changes to current and pro-
posed legislation icy order to assure that the growing number of in-
dependent, single students with dependents are more adequately
served by our financial aid system. It is clear to me that the pro-
ductive contribution to our economic recovery has grown by the in-
clusion of more independent students with children in higher edu-
cation.

In a study done to determine the unmet student financial need
in the State of Washington it was found that 16 percent of those in
the Ford group were in this category. It was found that the unmet
need of these students was nearly double the average of the other
groups represented. This study also found that most of those in this
category were female, over 24 years of age and enrolled in commu-
nity colleges.

I would like to present two specific cases for whom our college
was unable to find financial aid resources to adequately meet the
clearly established an deserved need. The first example is that of
a female, 32 years old, divorced with an 8-year-old child for whom
she received no child support and who had been on welfare prior to
enrolling in our college, she has multiple sclerosis; nevertheless,
her academic talent is such that she qualified as a Phi Theta
Kappa merit award winner. Her financial need was calculated at
$8,390, she received a little over $6,100 including guaranteed stu-
dent loan money.

Having given up welfare to go to college she is stru-gling to
make it with over $2,000 in unmet basic needs. This student earned
a grade point of 3.79 this past year.

The second student is an example of a 33 year old male who has
a 41/2-year-old child living with him. His adjuster' gross income for
the 1983 year was $13,484, an amount which excludes him from
qualification for a Pell. grant. He lost his job and during the 1984-
85 school year worked on-call approximately 8 hours a week.
During this time he had to provide daycare for his child. Because
he was enrolled in our Radio logic Technology Program and he had
to commit himself to the clinical time required for the program, he
could not use work study funds. His actual financial need was cal-
culated at $8,543 of which less ,han half was met by a combination
of local and State financial aid and a small guaranteed student
loan.

These are just two of many, many similar cases of students who
seem to be exceptionally qualified for support as they try to transi-
tion themselves to lead more productive lives by contributing to
their own and the rest of societies welfare. I would suggest that re-
strictions on adjusted gross income from a prior year be relaxed to
allow those who are out of work to qualify in that year. In my judg-
ment, local financial aid officers should be able to make selective
decisions in this regard especially if the financial aid awarded is
either from work study or long wed program funds.

Thank you for your attention to this matter and to your serious
consideration of these matters that have such direct impact on the
lives of our citizens and the future of our country.

[Prepared statement of Dr. Paul Thompson follows:]
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PREPARED STATEMENT OF PAUL N THOMPSON, PRESIDENT, BELLEVUE COMMUNITY
COLLEGE

Chairman Ford and other distinguished members of the committee I am Paul
Thompson, President of Bellevue Community College, located at Bellevue, Washing-
ton in East King County, in the 8th Congressional District of the state, represented
by Congressman Rod Chandler, a member of this committee Thank you for inviting
me to testify for you today on legislation that has the potential to enable the resi-
dents of our district, our state, and our nation to build a more secure future for all
of us You are all aware of the significant demographic shifts that are occurring or
will occur in our society during this decade It is imperative that quality higher edu-
cation opportunities remain open to those whom we must count on to be the most
productive generation our nation has ever educated.

I believe the "Higher Education Reauthorization Act" you are considering is cru-
cial to assuring that high..r education remains accessible to the American public. I
am here to speak in support of the AACJC/ACCT recommendation on the Reauthor-
ization Bill. Particularly, those regarding elimination of home equity, unemploy-
ment benefits and food stai aps from the means test for displaced workers seeking
PELL gran. 1 and the addition of child care to the costs of attendance that can be
covered under PELL grants. I will speak particularly to a major concern I have
about equity in the financial aid milieu that we have developed I would request
that you consider changes to current and proposed legislation in order to assure
that the growing number of independent, single students with dependents are more
adequately served by our financial aid system.

It is clear to me that the cohort of productive contributors to our economic recov-
ery has grown by the inclusion of more independent students with children. In a
study done to determine the unmet student financial need in the state of Washing-
ton (1982-83, 1983-84) it was found that 16% of those in the core group were in this
category. It was found that the unmet need of these students was nearly double the
average of the other groups represented. This study also found that most of those in
this category were female, ovei 24 years of age and enrolled in community colleges.

Rather than continue this testimony by presenting numbers and analyses that
group sample populations for purposes of generalization, I would like to present two
specific cases for whom our college was unable to find financial aid resources to ade-
quately meet the clearly established and deserved need.

The first example is that of a 33-year old male N0-'0 has a four and a half-year old
child living with him. His adjusted gross income for 1983 was $13,484, an amount
which excludes him from qualification for a PELL grant He lost his job and during
the 1984-85 school year, worked on call approximately eight hours a week. During
this time, he had to provide day care for his child. Because he was enrolled in our
Radiologic Technole,D, program and he had to commit himself to the clinical time
required for the program, he could not use Work Study funds. His actual financial
need was calculated at $8,543, of which less than half was met by a combination of
local and state financial aid and a small guaranteed student loan.

The second student is a female, 32 years old, divorced with an eight-year old child
(for whom she received no child support) and who had beet, on welfare prior to en-
rolling in our college She has multiple sclerosis. Nevertheless her academic talent
is such that she qualified as a Phi Theta Keppa merit award winner. Her financial
need was calculated at $8,390 She recevied $6,132 including guaranteed student
loan money Having given up welfare to go to college, she is struggling to make it
with $2,257 in unmet basic needs. This student earned a gradepoint of 3.79 this past
year.

These are just two of many, many similar cases of students who seem to be excep-
tionally qualified for support as they try to transition themselves to lead more pro-
ductive lives by contributing to their own and the rest or society's welfare. I would
suggest that restrictions on adjusted gross income from a prior yea' be relaxed to
allow those who are out of work to qualify in that year. In my judgment, local finan-
cial aid officers should be able to make selective decisions in this regard, especially
if the financial aid awarded is either from Work Study or loan -based program funds.

Thank you for your attention an' your serious consideration of these matters that
have such direct impact on the lives of our citizens and the future of our country.

Mr. FORD Thank you very much. Dr. Gordon.
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STATEMENT OF DR. SHIRLEY GORDON, HIGHLINE COMMUNITY
COLLEGE

Dr. GORDON. My colleagues and I decided to talk about more
than one title in the Higher Education Act so Chairman Ford, Con-
gressman Chandler, and Senator Evans, let me address something
other than title IV for just a few minutes because I see some of the
other titles in the Higher Education Act particularly pertinent to
the community colleges.

In title I for example, this title addresses one of our Nations
greatest needs and that is providing opportunities for education to
be a lifelong process. Training is not enough. Education is the need.
Technical education, whatever its specific nature may be, must be,
proceeded by facility, the basic communication skills and an under-
standing of mathematical concepts and problem solving approach-
es.

I believe that the community and technical colleges are specifi-
cally mentioned in this title and it is particularly important be-
cause the community and junior colleges in the Nation continue to
serve thousands of adults who need basic education and training.
So keep these adults in mind as you deliberate on the Higher Edu-
cation Act.

There are many adults who for many reasons are not able to
function in an information technology oriented society. To leave
any of them without opportunity is to place an increasing burden
on the Nation to support them. So I hope that in your delibera-
tions, title I will be considered. The Nations approximately 1,250
community and technical colleges are located in every State and in
many States including the State of Washington. The community
colleges are within commuting distance of a very high proportion
of all of the citizens. I believe the latest count here suggested that
a community college is able to serve 9 out of 10 of our people in
this State. The campuses are open and convenient and many of
them, because they are community oriented, are already involved
in cooperative efforts with area employers and they have off
campus sites in business and industrial settings.

Education is fast becoming a process that spans a lifetime. It is
never completed. So, as you look at helping students, don't forget
our adults who for whatever reason need further education. Title II
for a long time has been called the library title. As you move away
from the implementing of this title to something for all applicants
and move toward looking at it as a title based upon need, I hope
that you will also look at what the libraries propose to do with the
funds. Anything that can be done to encourage joint useage of the
learning centers will certainly pay greater dividends for money in-
vested.

I am particularly interested in title V because the quality of edu-
cation at all levels and particularly at the K-12 level I believe has
a very direct relationship on the quality of the teaching staff. If
indeed we have not been attracting the most abled into the profes-
sion and the benefits to be received from present day efforts to at-
tract future teachers from among the most able college students
will only be realized after several years in the future, then meas-
ures which will pay dividends now should be sought.
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Congressman Chandlers proposal that science and mathematics
teachers be drawn from able professionals in the disciplines, who
with specialized training about learning, teaching and the class-
room activities could ease the shortage of teachers in mathematics
and science in a relatively short 1 eriod of time.

Under title V however, I suggest consideration be given to use
current resources in your community colleges to work with second-
ary teachers in these disciplines now. The expense incurred when
teachers must leave their community to obtain further education,
the expense of taking time away from ones career, the competitive
vying for fellowships or summer institute openings, all could be re-
duced. The number benefiting could be increased and the return on
each dollar invested could be very great.

I believe the community colleges could very readily plan, staff
and offer weekend courses and short courses in science and mathe-
matics for teachers in their area. I believe teachers could help plan
and work with the colleges so the offerings would meet the needs
directly. Elementary teachers could also be involved and a stronger
program could be developed for teachers in all levels.

Community college faculty in these disciplines traditionally have
at least masters degrees in the discipline, many have doctorates.
The teachers are part of the teaching institution, the community
colleges have laboratories, libraries, and environment especially for
commuting part time employed students. I think the very success-
ful NSF AAAS Chautauqua short course model is one that could be
followed at minimum cost.

And one last comment has to do with title VIII and this is the
cooperative education title and my observations of this program at
Highline Community College Ills convinced me that this is an indi-
rect way to accomplish twd essential tasks. First, it provides teach-
ers opportunities to have direct discipline oriented contacts with
current business and industry operations and needs. Second, it af-
fords students who are involved an opportunity to be actively in-
volved in their own education while at the same time helping
defray some of the cost of that education. Cooperative education is
cost effective and has I believe increased the business and industri-
al comr unities awareness of the role they can and must play in
strengthening education today and in the future. Reauthorization
of this title as part of the act would be supporting an educational
approach which can be very cost effective for all participants. The
number of stories of employer dissatisfaction with todays graduates
could well be reduced through cooperative programs supported
through this title.

Regarding title IV, student financial aids, my colleagues and the
other community colleges represented here are speaking to that
imperative need and it is one that we just must address for our stu-
dents.

[Prepared statement of Dr. Shirley Gordon follows:]
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PREPARED STATEMENT OF DR SHIRLEY B GORDON, PRESIDENT, HICIILTNE COMMUNI"'Y
COLLEGE

TITLE I

This title addresses one of our Nation's greatest needsthat of providing opportu-
nities for education to be a lifelong process Training is not enough; education is the
need. Technical education, whatever its specific nature may be, must be preceded by
facility in the basic communications skills and an understanding of mathematical
concepts and problem solving methods.

That the community and technical colleges are specifically mentioned in this title
is particularly important because these institutions are now and will continue to
serve thousands of adult, .o need basic education and training These adults are
for many reasons not now able to function in an information, technology dominated,
society. To leave them without opportunity is to place an increasing burden on the
Nation to support them.

The Nations approximately 1,250 community and technical colleges are located in
every state, and in many states, including our state of Washington, a.e within com-
muting distance of a very high proportion of the state's total population. The col-
leges are experienced in serving adults; they are comfortable places for learning;
they are places where the faculty and staff are dedicated to student success what-
ever the students' previous level of accomplishment. The campuses are open and
convenient and many of them, because they are community oriented, are already
involved in cooperative efforts with area employers and have off -compus sites in
business and industrial settings. Educattnn is fast becoming a process that spans a
liretime; it is never completed.

TITLE II

To the extent the Act could encourage and increase joint-use learning resource
centers, the better all levels of education will be served. Community college librar-
ies, in particular, are especially well situated to serve adult learners, secondary
schools faculties and students, and community development activities and business-
es.

In allocating any funds for implementation of this title, I urge the Committee as
it moves away from disbursement of aid to all applicants toward a need basis for
awards to address more than need. The institution's plans for using the funds
should constitute one of the most important criteria, perhaps ahead of or equal to
the criterion of need.

TITLE V

The quality of eduation at all levels, and particularly at the K-12 level, bears a
very direct relationship to the quality of the teaching staff. If indeed we have not
been attracting the most able into the profession and if benefits to be received from
present day efforts to attract future teachers from among the most able college stu-
dents will only be realized several years in the future, then measures which will pay
dividents now should be sought.

Congressman Chandler's proposal that science and mathematics teachers be
drawn from able professionals in the disciplines who, with specialized instruction
about learning, teaching, and classroom activities, could ease the shortage of tea&-
ers in mathematics and science in a relatively short period of time.

A further approach worthy of consideration would be, I believe, to use current re-
sources in community colleges to work with secondary teachers in these disciplines
now. The expense incurred when teachers must leave their community to obtain
further education; the expense of taking time away from one's career; the competi-
tive vying for fellowships or summer institute openingsall could be reduced. The
number benefiting could be increased and the return on each dollar invested could
be very great

I believe community colleges could very readily plan, staff, and offer weekend
courses and short courses in science and mathematics for teachers in their area. I
believe the teachers at the K-12 levels should work with the colleges in the plan-
ning to insure that the offerings would meet the needs directly. Elementary teach-
ers should also be involved and as a result, a stronger program could be developed
for all students in the community and the teachers at all levels would be better pre-
pared

Community college faculty in these disciplines ti ,ditionally have at least masters
degrees in the discipline, many have doctorates. They are part of a "teaching" insti-
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tution. These institutions, the community colleges, have laboratories, have libraries,
and have environments especially for commuting, part-time, employed students. The
very successful NSFAAAS Chautauqua Short Courses model is one I believe
would be worth considering The model could be employed to provide excellent fac-
ulty inservice education at minimum cost. This model and the use of community
college resources is not restricted to science and mathematics; preparation in other
disciplines could be strengthened also.

This title could well be the impetus for cooperative efforts amolg the various
levels of education, K-graduate school, a need of %ong duration but seldom ad-
dressed. All of the titles in the Act are important, but without the very best teach-
ers we can afford, the other titles will not pay their full share of return on the in-
vestment.

TITLE VIII

My observations of this program, Cooperative Education, at High line Community
College, has convinced me that it io an indirect way to accomplish two essential
tasks. First, it provides teachers opportunities to have direct, discipline oriented con-
tacts with current business and industry operations and needs. Second, it affords
students the opportunity to be actively invt-,-lved in their own education while at the
same time defraying some of the expense of that education Cooperative education is
cost effective and has, I believe, increased the business and industrial communities'
awareness of the role they can play and the responsibility they have in strengthen-
ing education today and in the future. Reauthorization of this title as a part of the
Act would be supporting an educational approach which can be very cost effective
for all participants The number of stories of employer dissatisfaction with today's
graduates could well be reduced through cooperative programs supported through
this title.

It has been my privilege to prepare these comments for this Committee.

STATEMENT OF RICHARD RUTKOWSKI, PRESIDENT, GREEN
RIVER COMMUNITY COLLEGE

Mr. Rusricowsiu. Chairman Ford, Representative Chandler, Sena-
tor Evans, and Dr. Wolanin, I am pleased to be able to appear
before your committee. At Green River Community College during
the years 1979-80 through 1984-85, the total dollars of financial aid
support for the campus based programs including NDSL, SEOG,
and the College Work Study Program has varied from approxi-
mately 455,000 in 1979-80 to 468,000 in 19S4-85. This variance is
not large and in fact, one may say that funding has remained rela-
tively flat during this period of time.

Student need on the other hand has been increasing. The
number of students applying for and receiving aid at Green River
has grown from 363 in 1979-80 to 401 in 1984-85. This growth is an
indicator of the general pressure and need for financial aid. The
result of a relatively flat funding and an increasinf population
being served is an erosion of the dollars of financial aia provided as

easured on a dollar-per-student basis. This is shown in the accom-
r)anving graph that shows a decrease from $1,254 per student in
1975 -80 to $11,068 in 1984-85.

Du sing this period of time, living expenses for students have in-
creased. Tuition at Green River Community College has increased
from $306 in 1979-80 to $581 in 1984-85 and will be $699 per year
for a resident student in 1985-86. The cost of books has increased
each year. Other living expenses have increased in proportion to
the general inflation rate.

The mixture of students has changed. We are seeing more older
students, many more single parent students, the number of depend-
ent students receiving financial aid is approximately 25 percent
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and the number of independent students at 75 percent. These stu-
dents have greater financial responsibilities and obligations, hence
their need for financial aid is greater. In the case of single parent
students, there are oftentimes a need for day care support to
enable the parent to go to school.

All of the above clearly points to a need for increased funding of
financial aid programs at least to take into account these increas-
ing costs that are very real burdens on our students. In addition,
there is a need for funding stability and eligibility requirement sta-
bility. Our students and parents need to be able to rely on regula-
tions and funding levels that are not constantly changing. We have
found that as program cuts are discussed in the media, students
are turned away by the publicity of such impending reductions
whether they happen or not. These are the very individuals who
are the most needy and who our society will derive the greatest
benefit from their retraining and preparation for jobs.

As the committee considers reauthorization, please take into ac-
count the institution which must administer the programs. There
must be adequate flexibility maintained for the institution to best
tailor a financial aid package for the individual. Some of the specif-
ic suggestions I will not enumerate, you have in the written record.

I thank you for the opportunity to be able to present this infor-
mation to the Committee.

[Letter from Richard Rutkowski follows:]
GREEN RIVER COMMUNITY COLLEGE,

Auburn, WA, July 17, 1985.
WILLIAM D. FORD,
Chairman, Subcommittee on Postsecondary Education, Committee on Education and

Labor, Washington, DC
DEAR SIRS: Green River Community College is located in a forested setting on 168

acres in Auburn, Washington. While the college is located in the 8th Congressional
District it serves students from Puyallup to Renton, cross cutting Congressional Dis-
tricts, 6, 7, and 8. The 3,725 full-time equivalent students (or 5,000 to 6,000 head-
count students) are distributed in traditional academic and vocational programs
with an approximate 60 percent-40 percent academic-vocational mix.

During the years 1979-80 through 1984-85 the total dollars of financial aid sup-
port for the campus-based programs (NDSL, SEOG, CWSP) has varied from $455,314
in 1979-80 to $468,204 in 1984-85. This variance is not large and in fact, one may
say that funding has remained relatively flat during this period of time.

Student need, on the other hand, has been increasing. The number of students
applying for and receiving aid at GRCC has grown from 363 in 1979-80 to 401 in
1984-85. Such a grow cn is an indicator of the general pressure and need for finan-
cial aid.

The result of a relatively flat funding and an increasing population being served
is an erosion of the dollars of financial aid provided as measured on a dollar-per-
student basis. This is shown in the accompanying graph as a decrease from $1,254
per student in 1979-80 to $1,168 in 1984-85.

During this period of time, living expenses for . tudents have increased. Tuition at
Green River Community College has increased from $306 in 19'79-80 to $581 in
1984-85, and will be $699 per year for a rrsident student in 1985-86. The cost of
books has increased each year. Other living expenses have increased in proportion
to the gek.eral inflation rate.

The mixture of students has changed. We are seeing many more older students,
many more singla- parent students. The number of dependent students receiving fi-
nancial aid is approximately 25 percent whereas the number of independent stu-
dents is now about 75 percent. These students have greater financial responsiblities
and obligations, hence, their need for financial aid is greater. In the case of single-
parent students, there often times is a need for day care support to enable the
parent to go to school
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All of the above clearly points to the need for increased funding of financial aid
programs, at least to take into account these increasing costs that are very real bur-
dens on our students.

In addition, there is a need for funding stability and eligibility requirements sta-
bility. Our students and parents need to be able to rely on regulations and funding
levels that are not constantly changing We have found that as program cuts are
discussed in the media, students are turned away by the publicity of such impend-
ing reductions, whether they happen or not. These are the very individuals who are
the most needy and who our society will derive the greatest benefit from their re-
training and preparation for jobs.

As the committee considers reauthorization please take into account the institu-
tion which must administer the programs. There must be adequate flexibility main-
tained for the institution to best tailor a financial aid package for the individual
Some specific suggestions for change are enumerated in the accompanying schedule

I thank you for the opportunity to be able to present this information to the com-
mittee

Sincerely,
RICHARD A RUTKOWSKI,

President

57-353 0-86.-2
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Green River Community College
Campus Based Ala Par Sive hint

8

Fiscal Year Ending

81 82 83 84

Fiscal Year Ending June 30, 19XX

85

June 30, 19XX 80 81 82 83 84 85

Campus Based (C/2) Program

NDSL 32,965 32,585 30,150 21,049 43,988 28,235

SE06(I) 99,064 91,329 109,495 101,308 105,651 116,289

SEOG(C) 42,707 35,230 44,584 45,150 41,347 36,925

CWS(100%) 280,578 274,462 286,305 277,714 277,579 286,755

Total C/8 S's 455,314 433,606 470,534 445,221 468,565 468,204

S of C/8 Students 363 335 367 379 402 401

S's per C/8 Student 1,264 1,234 1,282 1,175 1,166 1,168

(HIST FA 18-Jul-85 )
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SUPPLEMENTAL EDUCATIONAL OPPORTUNITY GRANT PROGRAM (SFOG) -RECOMMENDED
CHANGES

1 Eliminate the initial/continuing year grant distinction to reduce the institu-
tional administrative burden. The current law allows use from either fund to pay
students, therefore, the distinction is unnecessary

2 Eliminate the $200 minimum SEOG payment to allow institutions the flexibil-
ity to make smaller grant payments

Also, allow payment to the grants in uneven payment amounts since students
often incur uneven costs for particular academic terms

GUARANTEED STUDENT LOANS (GSL)-RECOMMENDED CHANGES.

1. Require all GSL applicants to undergo a needs test to determine eligibility
under the program This would insure that these loans only go to students who need
funds for their education.

2 Require the academic year loan amount to be disbursed by the lender in multi-
ple installments over the terms the student borrower is in attendance. Lenders
using this method have shown significant savings on loans to students who with-
draw from school after the first disbursement

3. Provide a $10 per GSL recipient administrative allowance to the institution to
serve as a reimbursement for part of the cost of administering the GSL program.

Mr. FORD. Thank you very much. I probably should have done
this before the last pan l but in your prepared testimony, Dr.
Thompson you start the second paragraph by saying, "I believe the
`Higher Education Reauthorization Act you are considering". Let
me hasten tc disagree with anybody who has the idea that the com-
mittee is considering any Higher Education Reauthorization Act al-
ready in writing. Unlike procedures we follow with other bills, we
tried something in 1979 and we have repeated it again this year.

There is no specific legislation before the committee and there
will be none except for specific component parts of a package such
as Mr. Chandlers bill and individual specifically targeted bills on
specific parts of the act introduced by other members.

Back in December the ranking Republican on this committee,
Mr. Coleman a Missourian and I sent a letter to 140 organizations
representing higher education interests including the student orga-
nizations and gave them until April 30 as a cutoff date to submit to
us their specific recommendations of how they would like the law
to read when it was reauthorized together with the rationale for
any changes they wished to propose. I am pleased to say that 88 of
the organizations, which is a very high percentage for higher edu-
cation people, followed the rules and did within the time allotted
give us specific recommendations in the manner in which we had
asked for them. An additional group have made specific recommen-
dations in writing that were incorporated in a print. What the com-
mittee is working from now is a four volume comparative print
showing the existing law, the proposed change, the rationale for
the change and the association that is proposing the change. It was
printed and has been redistributed to all 140 organizations and
other interested parties who now have before them when we get
ready to write the legislation everybody's proposals so everything is
on the table.

The reason we make everyone identify who is proposing it is that
that gives you an idea of the natural and proper bias that various
organizations representing higher education have toward their con-
stituency. The Republicans and Democrats on the committee have
been in agreement from the very beginning that we would not

36



32

have a single bill. We have been helped in this effort by the fact
that the administration does not yet have a bill and Mr. Coleman
and I have no indication at this time that they are indeed prepar-
ing for one although they are giving us suggestions as we go along
and they will participate like everyone else in the final product.

We hope by doing this that we would not have people testifying
during all of these hearings for or against somebody's idea of a per-
fect bill. Are you for or against the administration bill, are you for
or against its committee chairman's bill and frankly I guess I am
the only member of the committee who has not introduced any bill
in connection with reauthorization although prior to reauthoriza-
tion I had been introducing some legislation on graduate education
which I trust the committee will consider. I say that only to let you
know that there is not some product out there that you have not
seen that we are working on, that we really are trying to put to-
gether the raw material so that all the members of the committee
can actually sit down and work out a package that makes sense.

I would say to you that your proposal also and your prepared tes-
timony on the treatment of independent student income for a cur-
rent year was offered by the late John Ashbreok of Ohio in 1979,
adopted and made a part of the 1980 reauthorization and unfortu-
nately when something called Gramm Latta passed in 1981, which
restructured a whole lot of laws, that was dropped. We have never
been able to put it back in place because it is now perceived to
have a cost associated with it because it will qualify more people. It
was then put into the legislation for the reasons you have ex-
pressed in terms of equity.

One further observation to Mr. Rutkowski, the first of your spe-
cific recommendations eliminating the initial/continuing year
grant. You are talking about SEOG 's at that point. The reason for
that no longer exists, and it really has not existed for a long time.
What really happened was that that part of the SEOG was a survi-
vor of a bill that had also in it merit grants that would have been
given to continuing students. I strongly suspect that the committee
will have no objection to eliminating that. The interesting thing is
that it is only at the college campus that you have to make this
artificial distinction so you have a paper juggling, number juggling
job to do that means nothing to anyone. If you did not do it, nobody
in Washington would know any different because they do not have
any function in this and thank you for highlighting that.

Thee was a mistake made a long time ago, it is long past time to
correct it. Mr. Chandler.

Mr. CHANDLER. Again, Mr. Chairman, I would like to submit
written questions. I think Dr. Gordon in raising the question of
title VIII that I referred to earlier raises an important question.
We have had a funding level of $14.4 million for this program for
the last 4 years. It has never been adjusted so what I will be doing
is writing to all of you plus those who appeared earlier asking
about your views of the potential for an enhanced title VIII cooper-
ative work program.

Mr. FORD. Senator, did you wish to ask anything of the pane!?
Mr. EVANS. No.
Mr. FORD. I might observe to you that I had the honor of receiv-

ing an honorary degree at Northeastern and if you want to see how
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cooperative education can and should work, you should contact
those people in Boston. For 75 years that institution in which in
excess of 90 percent of the student body work while they were
going to school, it has an engineering school, a law school, complete
university program, it is an outstanding university as a matter of
fact. They have been engaged in cooperative education for 75 years
and they have something that we could all learn from in terms of
how for that long period of time they have managed to maintain
business and industrial commitment to their institution so that
people going to school actually work in jobs that are related to
their career goals. Obviously you cannot replicate that kind of ex-
perience but it surprises me that even though that program has
been small, educators have been in many parts of the country re-
luctant to get into cooperative education programs.

The high schools strangely enough in my State are in it up to
their necks but the colleges in my State do not want to be bothered
with it. I hope that they will change. Maybe the economic condi-
tions of my State may make them ^hange. I am glad to see that
you are already ahead of the tide on that and I would join Rod in
trying to help focus more attention on it.

Thank you very much.
Dr. John Gilroy, dean of the school of education of Seattle Uni-

versity.

STATEMENT OF DE JOHN GILROY, DEAN, SCHOOL OF
EDUCATION, SEATTLE UNIVERSITY

Dr. GILROY. Congressman Ford, Congressman Chandler, I wel-
come the opportunity to address the committee on a specific
amendment to the Higher Education Act of 1965 and that is House
bill 2805 to create a program supporting midcareer teacher prepa-
ration programs for individuals with expertise in math and science.
We know of the critical need for qualified teachers in these areas. I
believe that there are individuals with expertise ii, tnese areas who
are considering a career change and who with proper preparation
could become fine secondary schoolteachers.

I think that in many areas in which high technology is visible
there are these people and certainly the Seattle area is one such
area with institutions such as Boeing and Fluke.

As material disseminated by the Harvard Graduate School of
Education states and I quote, "The reasons individuals give for
wanting to become classroom teachers at midcareer are multiple
and varying but many come seeking a change in the quality of
their lives and hope to contribute to the education of young people.
Some midcareer scientists and mathematicians have reached a
point in their careers where opportunities for advancement are
limited. It is at this point in their lives that many stop, take a
fresh look at their lives and wish they could do something socially
useful."

It is true that individuals could enter already existing teacher
preparation programs, I believe however that these people have
unique needs which can best be met through a special program.
The opportunity to exchange views with and have support from
one another during the time of their preparation is critical.
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In our doctoral program in education leadership, we have found
this concept of a cohort group gaining knowledge and support from
one another of great benefit and I think this is true of any group of
older adults. They do not learn in the typical fashion. We are deal-
ing with older people who have a different set of experiences than
the 20- to 25-year-old and who really need the support of one an-
other at this time.

I think a well-designed, well-implemented program could have a
very positive effect on the quality of teaching of math and science
and could contribute to alleviating the already apparent shortage
in these areas. I would ask that you also consider either as an addi-
tion or as a companion amendment something which allows for
this type of program in other critical areas particularly in the area
of foreign languages. There are many, many States and many
school districts which are requiring increased construction in the
area of foreign languages and I believe that we have and will con-
tinue to have' this serious shortage of qualified teachers in those
areas. I think that there are many, many people in the community
who have language skills, who have the ability in the variety of
language but who do not have adequate preparation to communi-
cate those skills, to teach those skills to other people. So a compan-
ion amendment or a bill similar to this I think would be extremely
useful in that area as well.

Thank you very much.
[Prepared statement of Dr. John Gilroy follows:]

PREPARED STATEMENT OF JOHN J. GILROY, PH.D., DEAN, SCHOOL OF EDUCATION,
SEATTLE UNIVERSITY

I wish to speak in support of House Bi.1 2805, an amendment to the Higher Edu-
cation Act of 1965 to create a program supporting midcareer teacher preparation
programs fer individuals with expertise in science and/or math.

We know of the critical need for qualified teachers in science and mathematics. I
believe that there are individuals with expertise in these areas who are considering
a career change and who, with proper preparation, could become fine secondary
school teachers.

As material disseminated by the Harvard Graduate School of Education states:
"The reasons individuals give for wanting to become classroom teachers at mid-

career are multiple and varied, but many come seeking a change in the quality of
their lives and hope to contribute to the education of young people, Some midcareer
sc.entists and mathematicians have reached a point in their careers where opportu-
nities for advancement are limited It is at this point in their lives that many stop,
take a fresh look at their lives, and wish they could do something socially useful."

It is true that these individuals could enter already existing teacher preparation
programs. I believe, however, that they have unique needs which can best be met
through a special program. The opportunity to exchange views with and have sup-
port from one another during the time of their preparation is critical In our doctor-
al program in Educational Leadership we have found this concept of a cohort group
gaining knowledge and support from one another of great benefit We are dealing
with older people who may learn differently, who need a different set of experiences
than the 25-30 year old person

A well designed, well implemented program could have a very positive effect on
the quality of teaching in the math and science areas

I urge your support of this well crafted bill
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99TH CONGRESS Li r

e R. 28051ST SESSION I l
To amend the 'ligher Education Act of 1965 to create a program supporting

midcareer teacher training programs for individuals with expertise in mathe-
matics a A science, and for other purposes

IN THE HOUSE OF REPRESENTATIVES

JUNE 19, 1985

Mr CHANDLER (for himself, Mr GOODLING, Mr HENRY, Mr JEFFORDS, and
Mr TAUKE) introduced the following bill, which was referred to the Com-
mittee on Education and Labor

A BILL
To amend the Higher Education Act of 1965 to create a

program supporting midcareer teacher training programs for

individuals with expertise in mathematics and science, and

for other purposes.

1 Be it enacted by the Senate and House of Representa-

2 lives of the United States of America in Congress assembled,

3 SECTION 1. SHORT TITLE.

4 This Act may be cited as the "Mid Career Math and

5 Science Teacher Training Act ".

6 SEC. 2. AMENDMENT.

Title V of the Higher Education Act of 1965 is amend-

8 ed by adding at the end thereof the following new part:
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1 "PART G--MIDCAREER TEACHER TRAINING

2 "PURPOSE

3 'SEC. 581. It is the purpose of ti art to encourage

4 institutions of higher education with schools or departments

5 of education to establish and maintain programs that will pro-

6 vide teacher training to individuals who are moving to a

7 career i 1 education from another occupation in which they

8 developed expertise in mathematics or science, or both.

9 )MPETITIVE APPLICATION FOR GRANTS

10 SEC. 582. (a) From the funds available for this part,

11 the Secretary shall make grants to institutions of higher edu-

1 9 cation on the basis of the competitive selection among quali-

13 fying applications. Institutions selected as recipients shall be

14 awarded (1) an initial planning grant for use during the first

15 two fiscal years after selection, and (2) for those institutions

16 demonstrating successful performance with the planning

17 grant, a renewal grant for use during not more than two

18 additici -.1 years.

19 "(b) Applications for grants under this part shall demon-

20 strate that-

21 "(1) the applicant will establish and maintain a

22 program of midcareer teacher retraining designed to

23 prepare individuals for teacher certification require-

24 ments who already have a baccalaureate or advanced

25 degree and job experience in mathematics or science

26 (or both);
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3

1 "(2) the applicant has designed a program which

2 includes at least the foll-wing elements.

3 "(A) a screening mechanism to assure that

4 individual, who are admitted to gram pos-

5 sess the c'mrrent subject matter knowledge needed

6 and the cho-acteristics that would make tl em

7 likely to succeed as classroom teachers;

8 "(B) a clear set of program goals and expec-

9 tations which are communicated to participants;

10 and

11 "(C) a curriculum that, when successfully

12 completed, will provide participants with the skills

13 and credentials needed to teach in specific subject

14 areas as well as a realistic perspective on the edu-

15 cational process;

16 "(3) the program has been developed with the co-

17 operation and assistance of the local business communi-

18 ty;

19 "(4) the program will be operated under a eooper-

20 ative agreement between the institution and one or

21 more State or local educational agencies; and

22 "(5) the program will he designed and operated

23 with the active participation of qualified classroom

24 teachers and will include an in-service training compo-

25 nent and follow-up assistance.
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1 "(c) Applications for grants under this part shall be re-

2 viewed by a panel of experts in teacher training designated

3 by the Secretary. The Secretary shall, to the extent of avail -

4 able funds, select at least one applicant from each of the ten

5 regions served by the Department of Education.

6 "AMOUNT OF GRANTS

7 "Sec. 583. The initial planning grant to an institution

8 of higher education shall not exceed $100,000 for the two

9 years for which it is available. The renewal grant to an insti-

10 tution shall not exceed $50,000 for each of the two years for

11 which it :s available.

12 "REPORTS AND INFORMATION

13 "SEc. 584. Each institution of higher education that re-

14 ceives a grant under this part shall submit to the Secretary

15 such reports and other informat on on the program it con-

16 ducts under this part as the Secretary deems necessary. The

17 Secretary shah tisseminate such informat;on to other institu-

18 tions of higher education for the purpose of promoting greater

19 use of midcareer teacher training programs without direct

20 Federal financial assistance.

21 "AUTHORIZATION OF APPROPRIATIONS

22 "SEc. 585. There are authorized to be appropriated to

23 carry out this part $4,000,000 for fiscal year 1987 and

24 $Z, )00,000 for each of the three succeeding fiscal years."
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Mr. FORD. Thank you, Mr. Chandler is the champion at this idea.
Mr. CHANDLER. Well, Mr. Chairman, I really appreciate the op-

portunity to make a very brief comment. Dr. Gilroy, I want to
thank you for your very strong support and your leadership in this
area. This is not an idea that was original with me. I discovered
the work that was being done at the Harvard Graduate School of
Education, visited with them. Dr. Di Eugenio and I went there last
spring to talk with them and their students. We then developed the
legislation that you see here in H.R. 2805.

I think the nice thing about this is we do not have to spend an
awful lot of money and we do not have to spend it over a long
period of time to get this kind of program started. What we envi-
sion is one institution, independent or public, in each of the 10 Fed-
eral regions applying for and receiving grants that would be start-
up in nature over a 3- to 4-year period to get this kind of program
going. There is already considerable interest in it in the country. I
certainly agree with you that we should not limit it to math and
science; we did that in this legislation because of the critical need
in that area.

Frankly, I am very concerned that we in facing this need for
math and science teachers not overlook the fact that we also need
good humanities teachers. Whether it is a former engineer or a
former Congressman, I think that we have a wealth of talent out
there in the professional sector that may well by their own choos-
ing or perhaps that of voters decide that they need a career
change. This may well be something that would attract them in the
area of education where they are so badly needed.

I appreciate the opportunity, Mr. Chairman, to comment on this.
Perhaps when the committee goes to Massachusetts, it would be
appropriate to have someone from Harvard testify on this idea.

Mr. FORD. Thank you very much and I will be interested again,
Rod, in working with you on this because I have had so many expe-
riences with this over the years. I had the interesting experience
when I was a local judge; I was also an attorney for a xhoolteach-
ers union and I volunteered at the local high school to go over at 7
in the morning and teach a course without compensation in social
studies as they called it then and discovered that I could not do
that because although I had a bachelors degree and a doctorate of
laws degree, I was not qualified to teach in a high school, even for
free.

I later worked for many ye' rs with Lloyd Meeds from this State
who probably did more for .rational education in this country
then anybody who has ever served in the Congress. I tried the
same idea with moving people who knew how to do things into vo-
cational education and we ran into that same block that in most
States teachers certification gets in the way of that transition.
What you have come up with here is an interesting way to get
around that because one presumes that something coult be worked
out that if they come to a school of education for preparation in
those elements that distinguish teacher education from other kinds
of education that they would be able to be certified as a teacher
and that that would not rouse the oki fears of the teachers' profes-
sion about having nonprofessional puff balls coming into the class-
room and confusing their students. I notice that you would let the
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school decide whether the person had the characteristics that
would make them a good teacher and I think that is a form of dis-
crimination at the local level that ought to be encouraged. Not ev-
erybody that I encounter who says "I would like to go into the
schools and really tell them what is going on," do I want in the
classroom, including a good many of our colleagues. Many of you
may remember the old Job Corps, and I call it the old Job Corps
because it has been all but destroyed. In the Job Corps we did some
very interesting things, we were not operating through public
school systems so we did not have the rules that the public school
systems have and we did what the military did during World War
II. We went out and they had an experienced person teaching a
course infor example landscape gardening which was a fortunate
early program for low income kids from big cities, they took to it
very eagerly and as you well know now across the country there
are more people who have someone else take care of their yard
then take care of it themselves. It is a new American way of life
and these young people coming out of that program find employ-
ment. They go to a garage and get a person who was an absolute
expert at rebuilding transmissions and he taught the kids how to
build transmissions. Most vocational education teachers would not
know one end of a transmission from the other. It worked very
well. It worked well because it was outside of the school system.
That program made it possible to get those people in contact with
kids who themselves were out. They would not be in the Job Corps
if they were not drop outs and in trouble. I think that Rod's bill
and what you said here, Doctor, provide a way that we may be able
to solve one of the big stumbling blocks and move that into the
schools and I would be happy to work on that one.

The net panel is Mr. Ross Warner, student at Pacific Lutheran
University, Mr. Jonathan Roberts, associated students of the Uni-
versity of Washington, Mr. Carl Donovan, president of the Wash-
ington Student Loan Guaranty Assocation, Anna Griswold, associ-
ate director, office of scholarship and financial aid, Washington
State University and Brent Orrico, senior vice president, Washing-
ton Mutual savings.

Mr. Warn' T.

STATEMENT OF ROSS WARNER, STUDENT, PACIFIC LUTHERAN
UNIVERSITY

Mr. WARNER. I would like to thank you for the opportunity to
appear before this group- -

Mr. CHANDLER. You need to pass him that taller microphone,
that is the public address. The others are for recording.

Mr. WARNER. I would like to thank you for the opportunity to
appear before this group and to say that I am honored to provide
information on an issue that will be affecting so many people.

I would like to say that my testimony may be a little more gener-
al then my distinguished colleagues here on the panel but I believe
it could be of special value to you from my perspective as a student
in hearing about financial aid. For this reason I have chosen to ad-
dress two of what I feel are very important issues in the financial
aid area. Those are the GSL Program and the Pell grants.

4 0̀



41

The GSL Program is a very important key for many students in
providing finance for their higher education. While it is very im-
portant, I believe it also possesses an inherent problem of the ex-
cessive debt that can be incurred in this area. I believe this is a
problem because No. 1 with the huge debts that can be incurred in
this program, it discourages many students from even pursuing
higher education, not only in the private sector where tuition may
be higher but even in the public sector and I think this is detri-
mental.

Second, from a private standpoint, I believe that because our tui-
tions are higher and the debt may be larger, this threatens our
commitment to maintaining a wide economic base as a mix for en-
rollment. I think that is a very important key in higher education
especially in the private sector.

The third pr iblem I see with the GSL Program and the excessive
debts that accompany it is upon graduation If a student has an ex-
cessive debt burden and perchance chooses to marry someone from
the college with an excessive debt burden, that puts them in a very
detrimental position in society. They are not as able to buy con-
sumer goods such as homes, cars, and major appliances. I see that
as being a detriment to our economy. I also see that if those con-
sumer goods are chosen to be purchased as a creating segment of
our society, they are resigned to live a continuing debt. I think that
is something that needs to be directed and looked at with this pro-
gram.

In regard to the Pell Grant Program, I believe it should be kept
as the foundation upon which the rest of financial aid is added to.
With the Pell grants, I see the purchasing powers dramatically de-
cline and I have cited some of those examples in my submitted tes-
timony. I see a few areas I think of major concern. One is to pro-
tect the Pell grant against inflation. I would recommend funding
this at the schedule that has been talked about in reauthorization.
I think in doing so we will protect against inflation and insure that
the maximum awards go to those student who are most needy.

Second, I think it is important to recognize with the Pell Grant
Program that we are dealing with a changing foundation of people.
There are numerous studies that are involved with the changing
demographics of the nontraditional students who are coming to
higher education. I think that changing foundation needs to be di-
rectly reflected in the Pell grants.

Thank you for this opportunity.
[Prepared statement of Ross Warner follows:]

PREPARED STATEMENT OF Ross H. WARNER, STUDENT, PACIFIC LUTHERAN UNIVERSITY

11r. Chairman and members of the Subcommittee on Postsecondary Education,
my name is Ross Warner. I am currently a student of junior standing at Pacific Lu-
theran University in Tacoma, Washington. My course of study lies in business ad-
ministration. Upon graduation I plan to pursue a Masters degree in International
Management anu eventually a career in this field. I am a lifetime resident of the
state o, Washington.

I am honored to be invited to appear before you today to present my views as an
independent university student on the reauthorization of the Higher Education Act
It is my hope that my testimony, along with the many others presented to this com-
mittee, will help to create the rounded perspective needed to adequately reflect the
many interests involved in the reauthorization process
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There are two major areas I wish to address These areas are first, the Guaran-
teed Student Loan program, and secondly, the Pell Grant program.

The Guaranteed Student Loan program is one of the most important ways many
students use to turn the dream of independent higher education into reality This
program coupled with a measure of personal sacrifice, has given qualified students
an opportunity that otherwise would not have existed However, within this oppor-
tunity the problem of excessive debt burden has emerged.

Findings indicate that extremely high levels of debt are being taken on by needy
students A study by the National Institute of Independent Colleges and Universi-
ties revealed that families with incomes of less than $6,000 were as frequent borrow-
ers of the maximum amount allowed by law as the other borrowing families. The
same study indicated that in many cases twice the family's adjusted gross income
was borrowed.

These statistics are distrubing for many reasons. Faced with the possibilities of
incurring large financial debts in order to attend college, many potential students
choose not to incur the debt and enter the work force instead. This trend will se-
verely threaten independent colleges and universities commitment to maintaining
an enrollment of wide economic mix.

As a business student I am struck by the potential macroeffect such debt burdens
could have on our economy. Students who graduate with enormous debt burdens,
possibly to marry a spouse with equal debt burden, are severely limited from buying
such consumer goods as homes, cars, and major appliances. If such purchases are
choosen in spite of the existing debt burden, the danger exists of creating a segment
of society that is resigned to continually live in debt.

As always, it is easier to see problems than it is to see answers. And, I do not
pretend to have the vision to offer answers to these problems Loan limitations, con-
solidation of payments, and eligibility limitations are possible options that I believe
show merit and should be explored.

The Pell Grant program is the second major area I wish to address. Equally as
important as the Guaranteed Student Loan program is the Pell Grant program. Cre-
ated in 1972, the new strategy focused support on students rather than institutions.
With this focus it built upon the Higher Education Act of 1965. The chief concept
was to equalize the higher education opportunity. Today, one half million inttepend-
ent college and university students receive Pell Grants.

However, it is within these figurers that I believe a problem exists. The problem I
am referring to is the decrease in Pell Grant purchasing power. Using data from a
study by the National Institute of Independent Colleges and Universities illustrates
this idea. In 1979 the average cost of a small private liberal arts caller was $5,400,
and the lowest income student could receive $1,800, or one-third total cat, through
the Pell Grant program. Last year the same average cost was $9,400, and the maxi-
mum Pell Grant was $1,900, or less than one-fifth of the student's expense.

I believe it is essential that the original idea of the 1965 Act, to equalize the
higher education opportunity, be retained. In addition, I believe the Pell Grant
should remain the foundation grant from which the remainder of student aid should
be added.

It should be recognized that the changing demographic trends of increased non-
traditional and minority students have shifted the Pell Grant "foundation." The
PA1 Grant program should be amended to assure access to all eligible students to
all types of higher education. If this is not addressed independent institutions will
suffer as the "cross-section" enrollment gives way to the "socio-homogenius" enroll-
ment.

I thank you for allowing me the opportunity to present these remarks, and hope
they will be of service to you.

Mr. FORD. Thank you. Mr. Roberts.

STATEMENT OF JONATHAN D. ROBERTS, PRESIDENT,
ASSOCIATED STUDENTS OF THE UNIVERSITY OF WASHINGTON

Mr. RoBERTs. Thank you very much, Chairman Ford, Congress-
man Chandler. In that the State and the Federal Government par-
ticipate in providing higher educatior. I feel it is important to give
some background and know what is happening with the student
within .his State and their educational picture. The student in the
State of Washington is really feeling trapped particularly in the
last 5 years, tuition has doubled, State grant program at least in
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the last volume realize a reduction, there is an increase in this
buying year and at the same time we are feeling like the quality of
education is declining whereas the cost of education is going up.

The State tax structure is extremely unstable which means that
the State is often in a situation where they are having to find cuts.
Higher education frequently bears the burden of those cuts within
the State. Higher education of the people that have testified before
me can certainly attest to that fact. This all leads to thefact that
the support which the Federal Government gives the students
within the State is vitally important. I do not feel it is fair for the
Federal Government to have to supplement the State unduly for its
inability to adequately support higher education but from a Wash-
ington students perspective I feel that it is important that you be
mindful of the fact that we are L1 a desperate situation financially
in this State and cuts on the Fedf ral level will have even a NI eater
impact on students within the State. There has been a trend in the
State of Washington for students to bear a greater portion of their
education and Chairman Ford, I realize that you are from Michi-
gan and in that system students pay a high proportion; there
should be some key differences noted between our two states in
that regard.

University of Washington, the higher education system, public
education system is second to Michigan in the proportion which the
students are paying for their education. Some key differences, in
the State of Washington, our tuition goes to the Stategoes into
the general fund whereas in Michigan, as I understand it, the tui-
tion remains within the education system, whereas in Washington,
our money is going to the State. You also have a more extensive
grant program which means that students in a sense, are feeling
this increased burden. We have become a weak link in the funding
mechanism within the State of Washington. We are realizing that
an increased tuition and during this year and into the next years,
there is increased emphasis on paying for other expenses such as
particular operating portions of budgets. With the University of
Washington there is a proposal right now for us to pick up the
burden of the computer operating system in the school of engineer-
ing which has legitimate reasons, they do need that operating
system but the point is that students are being forced to that
burden.

So from a Washington students' perspective, we feel a great need
as Dr. Morris pointed out the amount the Federal Government
gives the University of Washington needs to be maintained because
it is particularly important.

Another point which I wish to address and which is I think fairly
well graphically portrayed in my testimony is the fact that it is be-
coming increasingly difficult for students to pay their way through
education. An argument that I often hear on the State level is that
we paid our way through education, So why can't you. I feel that it
is vitally important that students 3o work and I think that is an
important part of education. I myself work during the year and
have worked since I was 15 in the summers. I would not trade that
aspect of my education for anything. But I think that this graph
demonstrates that the real earning power of students is declining
whereas our expenses are rising rapidly which creates this gap
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which was referred to earlier. That further creates the need for aid
and it may be possible for students to work their way through edu-
cation. But using minimum wage as a base which is the most stable
base is really not as feasible as it was. I think this graph demon-
strates that, in fact, the trend is that our real learning power is
decreasing whereas our expenses are increasing. Within the State
of Washington in 1984 it should be noted our tuition is going to
jump another 23 percent so if we were to graph this in 1985 it
would be an even more significant need.

So, in conclusion I would say, the State of Washington has made
students a weak link in higher education and I certainly hope the
Federal Government does not do the same because the effects as
has been mentioned would be devastating and I feel very detrimen-
tal to the higher education system particularly within this State.

[Prepared statement of Jonathan Roberts follows:]

PREPARED STATEMENT OF JONATHAN D. ROBERTS, PRESIDENT, ASSOCIATED STUDENTS
OF THE UNIVERSITY OF WASHINGTON

Federal financial aid support is a vital part of Wahsington State's higher educa-
tion system Washington's slow economic recovery, unstable and regressive tax
system, and lack of financial support for higher education, has created a situation in
which students depend heavily upon Federal financial aid programs. The problems
facing the students in this state include: escalating tuition which has doubled in the
past five years; inadequate and rapidly declining state financial aid; high unemploy-
ment among students which has made it increasingly difficult to afford a college
education; and the increasing gap between student's real dollar earning power and
the cost of education in Washington.

Although, the federal government is not responsible for supplementing an inad-
equate state financial aid program, the educational future of thousands of Washing-
ton state students depends on the continuation of current levels of federal programs.

The proposed cuts in federal level financial aid would have an amplified impact
on the students of this state who would find it impossible to attend college given the
deficient levels of state support for higher education. In the case of the University of
Washington, out of approximately 30,000 students, 12,000 received $35 million of fi-
nancial aid in some form during the 1984-5 school year. About 70 percent of these
recipients were undergraduates, the remaining were graduate and profegsional stu-
dents. The funding for the University's financial aid program is supported 86 per-
cent from the federal level, 12 percent from several state programs, and 2 percent
from private sources.

It is obvious from these figures that Washington students depend greatly un these
funds from the federal level. In fact, the Washington state legislature provided only
43 percent of the national average of financial aid dollars per full-time undergradu-
ate student in the 1984-5 school year. With our state's current system of taxation
and reallocation of funds, we foresee no relief for students in the near future from
this pattern of placing additional costs within the responsibility of the student.

Again, we are not asking you to overcome this state's deficiency, but to be aware
of our uni4ue situation and recognize our plea for the maintainence of current
levels of federal funding of financial aid.

Another consequence of our state's financial situation has been a constantly esca-
lating rate of tuition which has doubled in the last five years. Next year we face an
additional 23 percent increase in dollar amount of tuition. While in dollar amount
our tuition is not high compared to our peer states, we, as students, contribute 33
percent of our total cost of education which ranks us in the top ten percent of all
states for percentage of education costs paid by the student.

The Univerisity of Washington Office of Student Financial Aid has established
budgets for the 1985-6 school year as to the cost of tuition, books, room and board,
transportation, and personal expenses, and estimate that a full-time undergraduate
who is not living with his parents, will need $6,741.00 to attend the University next
year. This cost can only be expected to increase throughout a student's college
career.

Many times we have heard the argument from our parents and older members of
the community that "they worked their way through college and we should be able
to do the same". '. We would like to, but with increasing costa and decreasing etude
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earning power, It is not possible for a student to earn enough money to pay for all
school expenses. (see attached graph) If we assume a student works, at minimum
wage, for nine months at twenty hours per week, and three months at forty hours
per week, he will be able to earn approximately $3,000.00 This is well below the
estimated costs of education set at $6,741.00 Of course, it is possible to look to par-
ents for additional funds, or work longer hours, but that is not always a viable
option. So, students look to financial aid funds to make up the difference

An education should be earned, not bought In Washington state, this precious
commodity will soon be available only to those with the money to pay ever increas-
ing tuition and related costs, not those proven academically worthy. We urge you to
maintain current levels of funding of financial aid to insure that this does not
happen and to provide funds for those most needy A good education is vital to a
bright future and until Washington is able to adequately fund higher education we
rely on our share of federal dollars in hope that they can be used to improve our
situation.
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UNIVERSITY OF WASHINGTON
Office of Student Financial Aid

1985-86 STUOENT SUBSETS

These budgets are established by this office to determine student eligibility for
federal, state, and institutional need-based financial aid. They are based on

surveys of students' costs, comparisons with other schools, input from housing and
transportation agencies, and they reflect r,st -of -living changes. They cover modest

but adequate costs for most students attending this University. Students may submit

written Revision RequeSts to have additional, documented costs (medical or dental
expenses, childcare, etc.) included in their individual budgets.

Commuter
(lives with
parents)

Single Non-Commuter
(lives in dorm
or off-campus)

Harried** or
Single Parent-1 Child

Books S 399 S 399 S 399

Room and Board 1,101 3,039 5,580

Misc/Personal Expense 1,089 1,158 2,004

Transportation 555 555 855

Total S 3,144 S 5,151 S 8,838

Each Ade'l Dependent S 1,542

1985-86 TUITION (proposed)

Resident Non-Resident

Undtrgradua.es S 1,590 S 4,446

Graduate Students 2,304 5,760

Medical/Dental 3,738 9,510

*Dependent students, whose parents live within reasonable commuting distance, are
assigned a 'Commuter* budget even if they do not live at hone.

**If both attend school, each uses one-half these figures (except Books).

5/85:1000
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STATE STUDENT FINANCIAL AID APPROPRIATIONS PER FULL TIME UNDERGRADUATE STUDENT

192344 1984-85 PERCEPT CNA/ 4

ALAFA.A 4 7.86 $ 9.49 l'.,..

ALAS.. 15 69 19.4 1,6:

APlinA 12 01 14.72 18 41

6.4,6,6 :4.59 72.06 57.0:

cAziu.41,A Iv B7 141.26 71.5:

CO1GAA00 124.22 157.12 20 91

CONNECTICUT 11..64 119.30 2.21

DELAWARE 21.53 22.79 5.31

FLORIDA 0.23 70.47 11.11

GEORGIA 23.23 25 05 7.31

HAWAII 9.23 6 75 -36.7:

IDAHO i 23 1.03 22.41

ILLINOIS 337.E9 367.11 a.oz

INDIAA 137.05 140.17 0.81

KVA 197.77 213.60 7.51

KANSAS 54.13 53.3, -I.::

KE.CuCKY 90.0: 100.58 lo.s:

LOUISIANA B.00 9.67 17.31

MAINE 9.89 9.92 0.41

MARYLAND 44.81 5? 95 25.31

MASSACHUSETTS 117 53 162.49 27.71

MICHIGAN 116.42 126.51 1.01

MINNESOTA 361.82 431.68 16.21

MISSISSIPPI 6 74 B.3; 19.31

MISS:1AI 57.92 57 9, 0.11

MONTANA 18.10 15.74 -15.01

16.8,;546 8 22 10.44 21 3'.
NEVADA 13 13 16.34 19.61

NEW hANASHIIE 9 7? 10.06 2.71

WE JE9SEI 321.31 3'3.70 14.0:

h6.3 '1:1:E0 21.12 18.93 -11.01

hEw 1C2( 573.67 677.97 15.41

NORTH CAROLINA 23.64 24.76 4.51

hORTH DAKOTA 10.25 17.94 -1.71

OHIO 135.01 149.78 9.6'.

MANOR 71.11 £2.92 -14.01

CPC 100 63 107 47 6.4:

PE.,41,1v.o. 268.94 :'.11 4? 4 !:

RhODE 1SLAD 191.44 193.69 I.::

sand taanun; 131.50 145.97 9.91

SOUTH DA1OIA 4.04 12.82 6B 51

TENNESSEE 49.61 6U 91 18.61

7Elo 41.10 54.9: -11.7:

U1.4: 12.4? 19.78 36.91

VERMONT 350 5B 370.41 5.41

VIRGINIA 19.88 17.87 -0 11

WEST ..liSlICA 84.60 91.66 7.7:

vISCCNSIM 132.0 140.72 5.7:

11,811146 8 33 5 °2 -39.31

-,-S'AT, wERAGE 15/.78 179 19 i:.II

11A310g6T0/4 81 51 79.02 -4.51

AEPCPIT U.S. ASE 511 4'1
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Mr. FORD. Thank you very much. Mr. Donovan.

STATEMENT OF CARL C. DONOVAN, PRESIDENT, WASitINGTON
STUDENT LOAN GUARANTY ASSOCIATION

Mr DONOVAN. Chairman Ford, Congressman ChandlerI feel
like I am talking to the press here.

Mr. FORD. You are whether you know it or not.
Mr. DONOVAN. Chairman Ford, Congressman Chandler, my name

is Carl Donovan, I am president of the Wathii.gton Student Loan
Guaranty .ssociation, a nonprofit guarantee agency serving the
State of W 'shington. I am pleased to be invited this morning to
share with you some of my thoughts un reauthorization of the GSL
Program.

My comments will focus on two areas of cancer -a, one the need to
reassess priorities for Federal financial support to the GSL Pro-
gram and two, the need to further control the incidents 3f delin-
quency and default. The first issue is reassessment of Federal fi-
nancial support. My views on Federal support are based on preser-
vation of the following two critical features of the program, the
first being that loan guarantees for all students and parents who
need to borrow to finance their education and two, in-school inter-
est subsidy for students whose financial resources fall short of edu-
cation expenses.

The system of Federal financial support should be restructured
to directly address these two critical issues. Until such a restruc-
turing is accomplished, we will continue to experience annual dis-
ruptions to the program as attempts are made to control costs and
short term savings. The :exults of short t ,rm budget pressures are
familiar certainly to you and to all of us through proposals for ar-
bitrary income lids, increased origination fees and reduced support
for graduate students. The only effective way in my opinion to con-
trol GSL costs is through long term structural changes. In this
regard, I propose the following: First of all, provide eligibility for
guaranteed loans fnr all students and families regardless of income.

Two, collapse the GSL and the student plus loan programs into
one program with an inschool subsidy feature for needy students
only.

Thiee, require borrowers to pay their loans back at variable
market rates but place a contingency ceiling on the rate to the bor-
rower above which a special allowance would be paid. I would sug-
gest about 12 or 15 percent. Extend the length of repayment to up
to 2'1 years after graduation.

My second issue is control over delinquencies and defaults. In
;ing my second concern, I would like to draw on my experi-

ence over the past 6 years with administering the GSL Program in
Washington. The Washington Guaranty Agency has devoted a
great e .111 of effort to keep default payments to a minimum with
the result as you heard this morning that a default rate is about
one-half the national averagelet me digress here a minute, Cur
gressma n.

The figures that were quc ted to you this morning are gross fig-
ures, they were published by the Department of Education at the
close of the last Federal fiscal year, September 3C, 1984, 9.4 1 think
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percent for GSL only. Ours was at that time 4.6, WSU's as I recall
President Smith testified was 2.9 so those were the figures that you
heard this morning.

We exercise a very tight review over information submitted by
the student at the time of application and support an extensive
preclaim assistance service. In addition we have implemented the
following practices and procedures to control delinquencies. First of
all, we administer a very thorough inschool enrollment confirma-
tion process whereby enrollment status is confirmed and double
checked with each school three to four times f year at the begin-
ning of each a ink term. We maintain a 98-percent response
rate from our L.:- and an enrollment status check, we feel this
is one of the critical features in controlling delinquencies.

Two, we actively encourage a multiple disbursement of loans
with the result that 75 percent of GSL's are disbursed on a quarter
or semester basis each year at the start of the academic term. This
is in short a more responsible use of the loan proceeds and a sub-
stantial reduction in interest subsidy and default payments.

Three, we require that all checks be mailed to the schools for en-
dorsement, this serves as a double check that the borrower is en-
rolled; in addition, it helps to insure that the proceeds are used di-
rectly for educational purposes.

Fourth, to avoid over alliance on any single capital source, which
can translate to a loss of control over adequate loan servicing, we
urge then assisted in the creation of a State secondary market with
an ongoing mission to furnish up tu 20 percent of loan capital in
the State but no more then 20 percent.

In my opinion however, several other steps should be taken to
control delinquencies and defaults which will require statutory
amendments. The first is less reliance on borrowing by lower divi-
sion students offse+ by an increase in use of loans by upper division
and graduate str Ilia, in other words a higher grant package in
the lower divis We found a very high coorelation between the
abiucy to repay a loan and the students year in school.

The second, strengthen the impact of a guarantors action to limit
or suspend a schools eligibility to participate in the GSL Program
by applying the results of any luch action to the schools eligibility
under the program nationally subject to a timely appeal process.

My prcposals are offered here to improve upon a program which
has been well conceived and which has undergone a number of
very beneficial adjustments over the past 20 years. The GSL in my
opinion by any measure is a very highly successful social program,
thanks in large part to you, Congressman Ford.

Thank you for inviting me to testify this morning. I would be
happy to discuss my views further with the committee.

[Prepared statement of Carl C. Donovan follows:]

PREPARED STATEMENT OF CARL C. DONOVAN, PRESIDENT, WASHINGTON STUDENT LOAN
GUARANTY ASSOCIATION

Chairman Ford, members of the Committee, my name is Carl Donovan. I am
President of the Washington Student Loan Guaranty Association, a non profit guar-
anty agency serving the State of Washington. I am pleased to be before you this
morning to share with you some of my thoughts r uthorization of the GSL Pro-
gram.

My comments this morning will focus on two ale 1cern:
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(1) The need to reassess priorities for federal financial support to the GSL pro-
gram, and

(2) The need to further control the incidence of delinquency and default
A reassessment of Federal financial support: My aviews on federal support are

based on the preservation of the following two critical features of the program.
(1) Loan guarantees for all students and parents who need to borrow to finance

their education, and
(2) In-school interest subsidies for stu_ ants whose fine-cial resources fall short of

education expenses.
The system of federal financial support should be restructured to directly address

these critical features Until such a resructuring is accomplished, we will continue
to experience annual disruptions to the program, as attempts are made to control
costs through short term savings. The results of short term budget action are famil-
iar to all of us, through proposals for arbitrary income lids, increased origination
fees and reduced support for graduate students The only effective way to control
GSL costs is through long term structural changes. In this regard, I propose the fol-
lowing

1. Borrower eligibilityProvide eligibility for guaranteed loans for all students
and families, regardless of income.

2. Program simplificationCollapse the GSL and the student Plus loan programs
into one program with an in-school subsidy feature for needy students Rf:tnin a sep-
arate, non-subsidized parent Plus program, with terms identical to student oans
xcept for the absence of an interim period and the elimination of deferments for

other than hardship cases.
3. Repayment termsRequire borrowers to pay variable market rates. Place a

contingency ceiling on the rate to the borrower above which a special allowance
would be paid. Extend the length of repayment to up to 20 years after graduation
and encourage graduated repayments where needed. Permit lenders and secondary
markets to consolidate subsidized and nonsubsidized loans in repayment.

4 Student loan limitsReset loan limits periodically to address increasing costs,
but constructed by recognized studies of debt manageability. With adoption of the
forgoing interest subsidy and repayment provisions, the only impact of increased
loan limits on federal expenditures would be on the level of in-school interest subsi-
dy for students with demonstrated financial need.

Control Over Delinquencies and Defaults: In discussing my second concern, the
need to control delinquencies and defaults, I would like to draw on my experience
over the past six years with administering the GSL program in Washington. The
WSLGA has devoted a great deal of effort to keep default payments to a minimum,
with the result that our default rate is about one-half the national average We ex-
ercise a very tight review over information submitted by the student at the time of
application and support an extensive preclaim assistance service. In addition, we
have implemented the following policies and procedures to control delinquencies.

(1) We require a very tight in-school enrollment confirmation process, whereby en-
rollment status is confirmed and double-checked four times a year at the start of
each academic term. As a result, we maintain a 98 percent response rate from
schools on our enrollment status records.

(2) We actively encourage the multiple disbursement of loans, with the result that
75 percent of GSLe are disbursed on a quarter or semester basis each year. This has
ensured a more responsible use of loan proceeds and a substantial reduction in in-
terest subsidy and default payments

(3) We require that all checks be mailed to the schools for endorsement This
serves as a double-check that the borrower is enrolled. In addition, it helps to
ensure that loan proceeds are used directly for educational purposes

(4) To avoid over-reliance on any one capital source, which can translate to loss of
control over adequate loan servicing, we urged and assisted in the creation cf a
state secondary market with an ongoing mission to furnish up to 20 percent of loan
capital in the state.

(5) To expand our program review capability, we require that out-of-state schools
maintain program eligibility under the guaranty agency operating in the state in
which they are located.

In my opinion, several other steps should be taken tc control delinquencies and
defaults which will require statutory amendments. These include:

(1) Less reliance on borrowing by lower division students and increased use of
loans by upper division and graduate students. We have found a high correlation
between the ability to repay a loan (and its impact on probability of default) and the
student's year in school
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(21 Strengthen the impact of a guarantor's action to limit suspend or terminate a
school's eligibility to participate in the GSL program by applying the results of any
such action to the school's eligibility under the program nationally, subject to a
timely appeal process

My proposals are offered as minor adjustments to a program which was well con-
ceived and which has undc-gone a number of very beneficial adjustments over the
past twenty years The GSL, by any measure, is a highly successful social program.

Thank you for inviting me to testify this morning. I would be happy to share my
proposals further with the Committee

Mr. FORD. Thank you. Anna Griswold.

STATEMENT OF ANNA GRISWOLD, ASSOCIATE DIRECTOR,
OFFICE OF SCHOLARSHIPS AND FINANCIAL AID, WASHINGTON
STATE UNIVERSITY

Ms. GRISWOLD. Thank you. Congressman Ford, Congressman
Chandler, in my role as a practicing at;:ninistrator at Washington
State University and serving now as the current president of the
Washington Financial Aid Association, I appreciate the opportuni-
ty to speak with you today about reauthorization of the title IV
student assistance programs and represent to you the recommenda-
tions shared by my institution and by many members of our State
association. In attendance at this hearing are many interested
members from the financial aid community in the State of Wash-
ington. A number of colleagues all here with me. I am also pleased
that two student leaders from Washington State University, Dave
Pridemore, and Michael Vislocky are in the audience as well as the
other students I am sharing this panel with. As well, I am very
honored to have been able to participate with Dr. Smith our new
president at WSU and Congressman Chandler, I can assure you
that we will work close with Dr. Sroith to give you the institutions
specific information that you referenced earlier.

The broad representation of the groups r:esent here is reflective
of the concerns and the interests in this very important process.
When you add to this the representation we have here from the
lending community in Washington and professionals from our
State loan association and our State grant program, we have a
sense of the important partnership that exists in this State work-
ing to meet the educational and financial needs of students and
their parents. I am grateful to you, Counselman Ford for your
shared concern of this partnership and all the evidence you have
given in the past and presently to the student aid programs.

Part of the focus of this panel today is for Guaranteed Student
Loan Program and I have a number of issues about the Guaranteed
Student Loan Program that I would like to mention. I think there
is a grea.er need of those issues if I place them in the perspective
of the interaction of the GSL with other title IV programs and I
would like to do that. This reauthorization process provides the op-
portunity to improve and strengthen programs overal . We feel
that the variety of the types of programs that we currently have
should be preserved; we think that these programs in their variety
form a very solid foundation, one on which the Higher Education
Act is based. The acts can be compared to a home that has a very
strong foundation, a generally workable structure. One wnald not
nese& arily tear down a home and start over or even rev.ovate it
too drastically. A family and Federal Government in case the
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Higher Education Act might wish to think in terms of additions to
a home in order to broaden its use but budget pressures such as
those that we face in this country may not permit additions to this
house.

While this brings about some limits on the creativity that we
would like to offer in broad restructuring the program, we think
we ought to have a challenge to look in terms of some creative ren-
ovation within the existing size of the house in order to make it
more workable for todays needs without necessarily going into
drastic, extensive cost add ons which would not seem necessarily
responsible today. Some walls in this house need to come down,
some rooms in the house need to make more efficient use of very
small spaces, the entry way to student aid needs to be fixed, there
are too many latches, sticky doorknous, it is hard for these stu-
dents to find their way in.

Once in the house, the rooms and the floor plan design are not
totally functional. There are trap doors for quality control. Study
type make the house uncomfortable. This hinders access because
aid administrators turn their focus to fear of reprisal rather then
clear analysis of student need. While we recognize that even small
renovations could cost money, we are offering recommendations ad-
hering to some basic philosophical beliefs that these costs are in-
vestments and education as a national priority is a solution to the
problem, not the problem itself. I reiterate what Mr. Donovan has
just said that as we look to solutions and particularly in the Guar-
anteed Student Loan Program that we look for ones that are for
the long term and not those that are short term, stopgap budget
fixes because we feel that this weakens the investment that we
wish to protect.

Looking more closely at the Guaranteed Loan Program and the
Pell Grant Program, we can begin to see how a better balance can
be achieved and the expenses in one is used to increase support in
the other would create the long term solutions to the high cost as-
sociated with maintaining the Guaranteed Loan Program in par-
ticular. So the following recommendations for the Guaranteed
Loan Programs we feel offer LAutions to the problems that face
this very important invaluable program to the students in our
State: One, we must wiggest that the Guarae.4ed Loan Program
become a need base program utilizing the uniformed methodology
approach to need analysis.

We feel that giving the aid administrator discretion within the
uniformed methodology approach will help insure that middle
income families can continue to be served. We would suggest that
increased student borrowing limits are needed to more realistically
meet todays costs. We feel that a students needs are met at the
onset to the greatest possible extent, they are less likely to drop
out and we know that this is a factor which contributes to default.

We would suggest extending repayment periods at the same time
however and giving more options to students for repayment also is
a cost saving measure. It is possible that higher interest rates could
be borrowed during the repayment period for some students. We
would recommend the elimination of the origination fee, we feel
that students should be able to realize the greater net amount of
their loan proceeus. 'fit my institution for instance as a result of
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the dollars lost to the student through the origination fee for most
students it may be tuition and mandatory fees can be paid but very
often books cannot be purchased through the guaranteed student
loan.

We would also recommend that under reauthorization consider-
ation be given to once again appropriations for administrative cost
institutions under the Guaranteed Student Loan Program. The
Guaranteed Loan Program is coming to represent one of the larg-
est program activities for many aid offices. We feel that adminis-
trative allowance recognition will help strengthen the partnership
in the processing and delivery of student loans. Hopefully in the
long run, cost savings will be better realized from better manage-
ment of the loan programs with more support. And then as a GSL
recommendation, we recommend increased grant borrowing to stu-
dents and it is an emphasis that I think and a message that we
hope we can carry to you today. We feel that students need to
borrow during the first 2 years of their college education should be
reduced and this will come about through greater reliance during
first 2 years on being able to fund student need through combina-
tions of grant and work study programs. We would encourage a
close look at this. It serves as a cost saving measure to the Guaran-
teed Student Loan Program, certainly it reduces the cost associated
with the inschool subsidy by reducing that period.

For low and moderate cost institutions, students needs should be
able to be met through the combination to the greatest possible
extent of grants and work programs.

I would like to move briefly to some recommendations for the
Pell Grant Program being that it is the largest grant program and
take a look at the problems that it faces and look at some possible
solutions to help achieve a better balance between loans and grants
so its student indebtedness is reduced to a manageable level. We
endorse the statements presented to you in an earlier hearing by
Mr. William Bennett, NASFAA _sident, relative to the Pell
Grant Program. Increased grant amounts in accordance with the
levels described in the law is one thing we certainly would recom-
mend. We would hope that it would be possible as we move ahead
with the Pell Grant Program that we acknowledge more realistical-
ly the cost of education and use it to determine individual grant
amounts for students. We feel that the administrative costs associ-
ated with this program could be put back into direct grants for stu-
dents if the central processor were eliminated.

Not only is there tremendous cost associated with this, it makes
very complex the delivery of the Pell grant to the student and par-
ents understanding of this whole process. It increases administra-
tive costs at our institutions just in an effort to interpret that proc-
ess to the student in a meaningful way and give the money into
their hands in a timely fashion.

We would also suggest a look at introducing greater flexibility in
the need determination for Pell grants similar to that which exists
in uniform methodology. The formula opproach to the Pell grant
and its heavy reliance in looking at the AGI we feel results in some
eligibility that, given the entitlement nature, we give the grants to
students who are not necessarily in all instances among our need-
iest students. We see this frequently enough on our campus that
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we feel this is something that warrants a closer look at the deter-
mination of need as we exercise in our campuses, in our institu-
tions in a most responsible fashion. Through utilizing uniform
methodology, it could result in targeting regular grant dollars to
the neediest students in order to fund their education.

I would like to address briefly and just leave it to my written tes-
timony to elaborate the tie into our recommendations for the
campus based program with its entire concept of how can we raise
costs in the Guaranteed Loan Program and how can we have a
shift of grants to the lower division years and loans to upper divi-
sion years as a viable solution to some of the problems facing pro-
grams today that we certainly do not want to be without but we
need to strengthen and redirect to address current needs.

One of these would certainly be maintaining continued funding
in the College Work Study Program. At my institution and I am
sure many of my colleagues here today would agree we see more
and more a direct coorelation between student employment and
success in college. We strongly recommend its continuation. The
Supplemental Grant Program continues to provide us with the
flexibility to meet needs especially of single parents, the higher
need group students that we are serving more and more of these
days.

The National Direct Student Loan Program is a wonderful pro-
gram, it gives us the opportunity for students who need to borrow
less or perhaps its need to round out aid packages to meet their
needs. To have a more limited loan access at the campus level
somewhat reduces borrowing and with the benefit of a so much
smaller interest rate rather than redirecting students into the
more costly vSL Program is a viable solution.

One last program, small but very important is the SSIG Pro-
gram. In the State of Washington these incentive grant dollars
from the Federal Government represent 25 percent of the total
grant dollars that our State has built into the State need grant pro-
gram in the State of Washington. This money is targeted on our
campuses to the neediest student populations in our State. We are
concerned that if these dollars are eliminated that this sends a
message to States about the Federal commitment 4/+, hat it may
follow over the years that State efforts and funding grants would
also diminish.

I would like to generally close having made some statements that
I recommend about management of the programs for your review
that we look very closely at all the barriers that we have set up
that effect access for lents just in the application process for
student aid itself. T a becoming a growing concern to us. We
feel at this point that reauthorization is a time for us to set forth
ways to change a negative focus that has in fact has come to per-
meate the programs recently in the media with all the talk of stu-
dent loan defaults and costs associated with the program. The pro-
grams have a very long standing and proven effectiveness and they
deserve better then the regard they are given by many today.

Thank you, Congressman Ford for the opportunity to participate
in the hearing today.

[Prepared statement of Anna Griswold follows:]
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PREPARED STATEMENT OF ANNA GRISWOLD, ASSOCIATE DIRECTOR, CFFICE OF SCHOLAA-
SHIPS AND FINANCIAL AID, WASHINGTON STATE UNIVERSITY; PRESIDENT, WASHING-
ION FINANCIAL AID ASSOCIATION

Congressman Ford, Members of the Subcommittee, my name is Anna Griswold. I
am the Associate Director of Financial Aid at Washington State University and the
current President of the Washington Financial Aid Association. I appreciate the op-
portunity to speak with you today about the Reauthorization of the Title IV Student
Assistance Programs and represent to you the recommendations shared bymy insti-
tutions and by many members of our state association. In attendance at this hearing
are many interested members from the financial aid community in the state of
Washington. I am also pleased that two student leaders from Washington State Uni-
versity are in the audience, David Pridemore and Michael Vislocky. As well I am
honored to be present with Dr. Smith, our new President of Washington State Uni-
versity.

The broad representation of the groups present here is reflective of the concern
and interests in this very important process. Add to this the representation here
today from the lending community in Washington and professionals from our state
loan association and state grant program and you have a sense of the important
partnership that exists in this state working to meet the educational and financial
needs of students and their parents. I am grateful to you for your shared concern
for this partnership and all the efforts you have given in the past and now to the
student aid programs.

The focus of our panel today is the Guaranteed Student Loan Program. There is
greater meaning to the GSL issues which I wish to address if put in the perspective
of the interaction of the GSL with the other Title IV programs. This ieauthorization
process provides the opportunity to improve and strengthen the programs. We feel
that the variety of types of programs that we currently have should be preserved
This forms part of the very solid foundation upon which the Higher Education Act
is based Like a home with a strong foundation and a generally workabie structure,
one would not tear it down and start over or renovate it too drastically. Also, a
family, like the federal government, may wish to add on to this home, however
budget pre-fissures may not permit additions to the house. While this poses some lim-
itations on creativity in offering new ideas, this does offer the challenge of creative
renovation within the existing size of the house in order to make it more workable
for today's needs. Some walls need to come down, some rooms in the house need to
make more efficient use of small spaces.

The "entry way" to student aid needs to be fixed. There are too many latches and
sticky door knobs and it is hard for needy students to find their way in. Once in the
house, the rooms and the floorplan design are not totally functional. There are too
many trap doors where Quality Control studies hide and make the house uncomfort-
able. This hinders access because aid administrators turn their focus to fear of re-
prsal rather than clear analysis of student need.

Even small renovations to houses or financial aid programs cost money, so I am
offering our recommendations adhering to basic philosophical beliefs that these
costs are investments and education as a high national priority is a solution. Solu-
tions to problems that are perceived m real in the current student aid programs
must be ones for the long term, however, and not put into place for short term stop
gap budget fixes. This weakens the investment we wish to protect.

Looking very closely at the GSL program and the Pell Grant program, one can
begin to see how a better balance can be achieved and the expenses in one, if used
to increase support in the other, would create the long term solutions to the high
costs associated with maintaining the GSL program. The following recommenda-
tions for the GSL program offer solutions to the problems facing this important pro-
gram

1 Make the program need based, utilizing the Uniform Methodology approach to
need analysis. Aid administrator discretion will make possible berving the needs of
middle income families who most need this program.

2. Increase student borrowing limits so that educational costs min more realistical-
ly be addressed for students using this program. If needs are iaet, students are less
likely to drop out, a factor which contributes to default.

3. Extend repayment periods and options to student borrowers. Consider passing
the subsidy on to students who may be able to pay more interest during the repay-ment period

4 Eliminate the origination fee. Students should be able to realize a greater net
amount of loan in the process of borrowing annual maximums in particular.
The loss of full net loan to the origination fee for most students at my institution,
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for instance, means that tuition/mandatory fees are paid but not all of their books
can be purchased.

5. Provide for administrative costs at institutions where loar volume in the GSL
programs represents the largest program activity for many aid offices. This will
strengthen the partnership in the processing and delivery of loans to students which
will, in the long run, realize some measure of cost savings through better manage-
ment of the program at the school level.

6. Increase available grant dollars so that the need to borrow during the first two
years of college is reduced, especially at low and moderate costs institutions. Stu-
dents are often more firm in their goals and persist in completing their degrees
during the upper division years; so shift the emphasis on borrowing to the upper
division level. This reduces the in school subsidy period and a greater number of
student borrowers going in to repayment will be those who have completed their
degrees. A factor which reduces default.

The following recommendations for the Pell Grant program offer solutions to the
problems facing this important program. These solutions help to achieve a better
balance between loans and grants so that student indebtedness is reduced to a man-
ageable level. We endorse the state:aents presented to you in an earlier hearing by
Mr. William Bennett, NASFAA President, relative to the Pell Grant program.

1. Increase grant amount in accordance with the levels prescribed in the law.
2. Address acknowledgement of more realistic costs of education in the determina-

tion of individual grant amounts.
3. Reduce administrative costs in this program by eliminating the central proces-

sor. Put this cost savings back into grants to students. Elimination of the central
processor also reduces confusion to students and parents in the delivery process
High costs are incurred at institutions as a result of the complexities as increased
need for telephone and written communication is required to make the process
work.

4. Introduce greater flexibility in the need determination for Pell Grants similar
to that which exists in Uniform Methodology, whereby aid administrators can more
realistically address need by taking into account family resources which we see
available but because these resources redcue the AGI, Pell Grant eligibility results
We see some families who are not among the neediest who receive Pell Grants and
the aid administrctor is not in a position to suggest that the student does not need
the grant, with the more rigid formula approach.

The following recommendations for the Campus-based programs offer solutions to
the problem of loan imbalance in the Title N programs:

1. Continue sind increase funding to the College Work Study Program. For those
students -vho can realistically handle work this program is an alternative to borrow-
ing. At my institution and others we see a direct correlation between student em-
ployment and success in college.

2. Increase funding to the SEOG progr, -n so that higher grant levels at the first
and secoud year of enrollment can be given in lieu of loans. This program is instru-
mental in meeting the higher needs of re-entry students and especially single par-
ents for who employment is not always a viable option to meeting college costs.

3. For students with smaller borrowing needs to meet the costs of education or for
rounding out small unmet needs in their aid packages, the National Direct Student
Loan continues to offer aid administrators the flexibility to meet unique student
needs and create meaningful packages. For students whose borrowing needs can be
met solely from this program, there is no need to turn to the more costly GSL pro-
gram. Loan limits should be increased moderately to address the rising costs of edu-
cation.

Recommendations for the SSIG Program:
1 We recommend continuation of this program. Specifically we endorse positions

presented to you by the National Association of State Scholarship and Grant Ad-
ministrators.

This program has been highly successful in the state of Washington toward meet-
ing the needs of the neediest student populations in our state. The Federal incentive
dollars represent one-forth of the funding in the Washington State Need Grant Pro-
gram. In our state this program contributes directly to reduction of borrowing
among very needy students. We are concerned that elimination of the SSIG pro-
gram sends a message to states about the federal commitment and that it would
follow that state efforts in funding grants would also diminish.

Recommendations for the Management of Student Aid Programs:
1. Increase self initiatives in the areas of determination of selfsupporting student

status, verification and other quality control measures.
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We believe that self initiatives from within the Financial Aid Profession will
strengthen the commitment and integrity in the management of the programs and
will promote the achievment of excellence in the administration of the student aid
programs. At my own institution and others I believe that more is gained in the
area of verification and determination of selfsupporting student status, for example,
than is gained from federally mandated rules that suggest 'one size fits all'. We
know our students and our families. Our approaches in analyzing their data submit-
ted on the forms and our succinct but less complex verification processes has result-
ed in greater reliability in the way families report their information to us. The costs
associated with highly prescribed rules for verification and the complexities in the
application and delivery processes for students and their parents represents more
than ever a deterent to access for the very needy and most often for minority stu-
dents. The forms proposed for use in 1986-87 are designed to serve the needs of the
aid administrator in taining the data needed to do federal validation. The result
is a more complex and awesome form for students and parents to face. We feel that
this is counter productive and far from the intent of making the programs accessi-
ble. We continue to set up barriers intended to address the relatively small problem
areas associated with student reporting or institutional management. There are
other ways to get at such problems apart from setting up barriers for those students
and parents who need us the most and need these programs.

Reauthorization is a time to set forth ways to change the negative focus that has
come to permeate the programs. The programs are long standing and proven effec-
tiveness and deserve better than the regard they are given by many today. Indeed,
many of us in this room today are beneficiaries of the Title IV programs.

Thank you, Congressman Ford, for the opportunity to participate in this reauthor-
ization hearing today.

STATEMENT OF BRENT A. ORRICO, SENIOR VICE PRESIDENT,
WASHINGTON MUTUAL SAVINGS

Mr. ORRICO. Chairman Ford, thank you for allowing me to
appear here today. My name is Brent Orrico and I am a senior vice
president with the Washington Mutual Savings Bank located here
in Seattle. We are the largest currently GSL lender in the State
and I must say it is in no small part due to the past leadership and
influential participation by both Congressman Chandler and Sena-
tor Evans in the history of our bank.

I think my most important duty here would be to say that the
ideas proposed by Mr. Donovan and Ms. Griswold from the bankers
standpoint will work and from the bankers standpoint I look at the
concern over the debt loan on an individual borrower, the concern
over default and the concern over the ability to stretch payments
out and to make them work for an individual who even if success-
ful in finishing a college program will just be beginning his or her
professional career.

I have described this in my testimony as a partnership and I be-
lieve that. There is no one group or one entity among the parts of
this partnership that can be weakened without it weakening the
rest of us in the enterprise of providing access for education. It is
not unlike a venture capital proposition. I do not think there is any
question that the investment we make in education returns its
total investment many times over; however, that alone is not
enough of an excuse for us to not make sure we are optimizing the
funds that are provided. We know that in a venture capital propo-
sition you very often have failures, you have dry wells, I think that
is an analogy to the default we sometimes see and what we would
like to propose is that the funds that are provided are used in their
optimum fashion.

63



59

The reason that we have talked extensively about loading the
front end of the college experience with grants is that the coorela-
tion from a lenders standpoint is that is where the highest risk is,
that is where the defaults are most likely to occur. 13:7 translating
the grant aid to those higher risk situations, hopefully we can
reduce the amount of funds that are paid over the time period of
the student aid for the repayment of defaulted loans. It also by
pressing the loan portion of the student aid to the later years in
college reduces the number of years through which the Federal
Government must subsidize loans if we are to have an in school
subsidy.

We also strongly believe that through the use of modern tech-
niques of lending not unlike the modern techniques that have been
brought to bear in mortgage lending and other types of consumer
debt in order to deal with the issues of deregulation of interest
rates and with interest rates which are above levels that this coun-
try has experienced in its previous history of being able to make
larger loan amounts at higher interest rates affordable, we believe
that for examplenot to limit fixed payment plans rather than
fixed interest rate plans, loans can be just as affordable from the
standpoint of monthly debt service as the loans which are now pro-
vided at 8 percent under the subsidized program.

We also feel there is a benefit .. :e again from the lenders stand-
point. Even the individual who successfully completes college edu-
cation, goes into the work force and is successful, that person has
no particular incentive to repay a GSL loan versus lending that
that person may take on at market rates of interest. This means
that again for a longer period of time the Federal Government may
be required to subsidize a loan which that individual may not re-
quire to be subsidized for their financial benefit. By rolling over,
the term we use to represent prepayment of loans on the private
sector, we would see I think a shortening of the average maturity
of the loans outstanding if these were closer to market rate and not
subsidized down to below market rates and you would see the total
amount that the Government would be required to subsidize re-
duced with respect and relative to the total number of loans made.
Again, we have looked at what the two major costs are in the GSL
Program, that being the default and subsidization. We believe that
the kinds of programs that have been proposed by our State, Guar-
anteed Student Loan Association can work with the same number
of dollars available now to provide more financial aid, to reduce
the costs and tt rovide us with the more effective and optimally
operated student loan system.

[Prepared Statement of Brent Orrico follows:]

PREPARED STATEMENT OF BRENT A. ORRICO, SENIOR VICE PRESIDENT, WASHINGTON
MUTUAL SAVINGS BANK, SEATTLE, WA

Mr. Chairman and Members of the Subcommittee: I appreciate the opportunity to
testify before this Subcommittee on the issue of the reauthorization of the Higher
Education Act and the effect the decisions which will be made may have on the
partners in this effort to provide educational opportunities to all who might benefit
from them.

May I confirm that I do say "partners" with all sincerity and earnestness. In a
mutual effort to provide millions of our citizens with a real opportunity, despite its
relentlessly increasing costs, to enjoy the benefits and experience of u post - second.
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ary education, the Federal Government, the Student Loan Marketing Association,
state student loan guarantee associations and their marketing associations and lend-
ing institutions from the private sector invest more than $10 billion a year in post-
secondary education through a combination of grants, student loans, loan guaran-
tees and interest subsidies. It is an endeavor that requires the full participation of
each of the parties, one which truly can only be vital as long as each partner is
willing and able to perform its part.

To date, the program of financial assistance to post-secondary education has pro-
duced many tangible successes; it also has produced some very tangible costs. While
no finite calculation of the relationship between the costs and benefits of our post-
secondary education may exist, I believe there is little doubt that an educated popu-
lation provides an opportunity well worth our nation's investment. However, a
proven and profitable investment is no excuse for tolerating waste or less than opti-
mum allocation of the resources available. While my specific charge is to describe
the effects changes in the current Act may have on the lending institution, it is in
fact the partnership's concerted effectiveness that is most at issue. We as a venture
will be only as able as our least capable member. Therefore, I would hope that the
issue of reauthorization resists becoming a compromise of deletions, reductions, re-
strictions and retrenchment. This cannot become a deliberation over whose ox will
be gored We all must appreciate that there is only one ox: the opportunity of post-
secondary education for all our country's people. Instead, let us look to utilizing the
funding that is available in the most efficient and effective manner to achieve our
goal.

To uphold the lender's part of the partnership, it is critical that the Guaranteed
Student Loan Program (GSL) retain its economic validity as a profit opportunity.
While there well may be certain intangible benefits to any lender foi participating
in GSL, in a deregulated environment the long-term participation of the private
sector cannot be based solely on eleemosynary considerations or public relations
benefits. The banking industry of this day and age is under extreme pressure to pro-
vide high performance to its depositors and shareholders and to maintain satisfac-
tory capitalization levels as proscribed by our regulatory authorities Each of these
priority demands on the resources and management of today's banks and thrifts
argues against the allocation of time, effort and funds to projects which dilute the
institution's earnings or constrict its capital base.

As currently authorized, the Higher Education Act does provide a fair opportuni-
ty, if carefully planned and managed, for the lender to operate student lending prof-
itably and, thereby, justify its participation in the GSL. However, this profitability
is dependent upon three critical elements present under the current act. They are:

1. Investment quality of the security, a result of the Pvailable guarantee provi-
sions.

2. Market level, variable rate of return, a result of the federal repayment subsidy
and the pricing format tied to a treasury bill index.

3. Sufficient fees and other income to support marginal operating costs, now avail-
able through a combination of the special allowance and the multiple disbursement
process.

As a strategic decision, we made a significant management investment in the stu-
dent loan program to assure its profitability. We have identified the primary ele-
ments to achieving this objective. First, because over 90% of our costs are fixed,
maintaining a consistent, high volume of production is essential to maintaining
yield. We currently serve 15 percent of our State's borrowing needs, a good deal in
excess of our share of the market in terms of branches or depoists. This implies that
competition is severe among lenders under the current GSL to generate a sufficient
volume of loans to cover operating costs on a profitable basis. It also implies that
actions which reduce the total volume of GLS lending will make this effort all the
more difficult.

Second, our average loan amount exceeds $2,000 and, at our current origination
volume, our cost to originate totals approximately $46.50 per loan. By using the
multiple disbursement method and managing our cash flow, it is possible to add
about 2 percent to our yield in the year of origination.

Combined with the special allowance and the variable nature of these assets, and
assuming a risk of loss factor near zero, maintained by selling all loans prior to the
commencement of repayment, we are able to earn a marginal return approximately
at the mean for all of our consumer loan business under the existing GSL format.

I stress the fact that this is a marignal return, in other words, our analysis as-
sumes the business can be carried on using our existing facilities and support sys-
tems and does not require any significant marginal expense related to such ele-
ments as advertising or funds acquisition. If analyzed on the basis of burdening stu-
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dent loans with the average costs of our facilities and overhead on a pro-rata basis,
our program, even at current volume levels, would fail to meet our internal profit-
ability standards. In other words, the GSL needs the lenders and their existing
staffs and facilities. The program cannot run on a stand alone basis and still be cost-
justified. Likewise the lender can use the GSL to optimize the value of its brick and
mortar, customer base and staff.

The point in relating these figures is to document the fact that a significant
amount of our management time is expended in achieving an acceptable profit level
with our student loan program under the existing formula on the GSL. Without the
opportunity to generate at least an average return on any of our lending programs,
the question must be visited as to whether the Bank is allocating its limited re-
sources in a manner that protects the interests of its depositor% and fulfills the obli-
gation to its shareholders. In a deregulated environment, there is scant opportunity,
or justification, for the strong lines of business continuing to carry the weak.

As a partner in the student financing venture, the lender has a great appreciation
for the benefits derived from vital, universally available higher education. At the
same time, of course, the lending community is particularly sensitive to the dangers
inherent in a growing federal deficit and to the difficulties arising from high inter-
est rates and restricted credit availability. But, more critically, we, as the credit pro-
viders in the interdisciplinary undertaking that is financial aid to education, under-
stand that to weaken or divert the support of any of the partners in this enterprise
serves to weaken all the partners and, consequently, the effectiveness of student as-
sistance. I say this as both a lender committed to operating a self-sustaining lending
program and as an individual convinced that our investment in quality education
returns its cost many times over in our nation's quality of life.

What then, should reauthorization accomplish? Obviously, the conflicting de-
mands to fund increasing educational cost while decreasing deficit expenditures of
the federal government cannot be resolved under the status quo. I believe that an
answer may lie in reallocating the funds already available for student post-second-
ary assistance in a manner that the economist would describe a,- "optimizing utili-
ty."

From our statistics, lenders know that a disproportionate number of delinquencies
and defaults occur with students who fail to complete their undergraduate pro-
grams. It would be my proposal that grants be increased in size and made available
to more students at the entry level of post-secondary education. At the same time,
student loans, again with increased annual maximums, be reserved for students
who have completed successfully the initial years of their educational programs. In
theory, this will result in reduced default costs, reduced in-school subsidization costs
and larger, more economic individual student loans.

I further advocate the implementation of a fixed payment, rather than fixed in-
terest rate, amortization schedule for student loan repayment terms. A growing and
well accepted product available today from most consumer lending organizations is
the variable-rate installment loan. Such programs allow for lower monthly pay-
ments and lower interest rates, off -set by loan maturities which automatically
extend or contract depending on the actual level of interest rates experienced
during the term of the loan. By employing such a repayment plan for future GSL
loans, student-borrowers would absorb a greater share of the interest cost of their
loans without having to pay a drastically 1.- Tger monthly payment and would have
an incentive to prepay the outstanding loan amounts, since these would not be sub-
sidized to the bargain rates currently available.

In summary, I believe post-secondary education will be best served by preserving
the viable partnership now in place, using the funding available, even under a defi-
cit reduction program, in its most economic fashion. I am confident that with inno-
vative approaches and cooperative efforts, along with a long-range perspective on
the part of our budget planners, there are sufficient funds available between the
public and private sector to make affordable post-secondary education a reality for
all.

Mr. FORD. Thank you very much. Mr. Roberts, I believe I heard
you say that a very substantial part of th student population here
works either in school or between the school sessions, supporting
themselves. You gave a very interesting chart here on the earnings
compared to annual education costs. Do a substantial number of
your students work?

Mr. WARNER. Yes they do but I am not aware of the figures.
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Mr. FORD. How do you react to the current push that is being
made for a differential of the minimum wage by that more jobs will
be made available to students and young people?

Mr. ROBERTS. That chart is based upon students working 20
hourE a week during school, 40 hours a week in the summer based
on financial aid, so I can only assume that if minimum wage drops,
that you are going to see even a wider disparity between what they
are able to earn and the cost of education from college in its per-
spective that would have a negative influence.

Mr. WARNER. I can only ter..;'; fo reiterate what he has said,
money is money and I think that the differential would only in-
crease if the bid were low.

Mr. FORD. Are your students aware of the fact that there is a
push from the administration to create the subminimum wage for
students and young people?

Mr. RosEwrs. No, not completely.
Mr. FORD. Well, you better get aware of it. As a matter of fact

the bill that we need by Wednesday of this week that was sent over
to the Senate is being held up because a Senator from Utah has
attached to it the subminimum wage. Maybe one of the reasons
that they think that this is such a good idea is because they are not
hearing from students across the country about what it means to
students who are trying to work their way through school. And
what it means in effect is that the same job you had last summer if
the employer was paying you minimum wage, you could have this
summer for a subminimum wage because you are a student, some-
one older the,. you cannot have that job for the subminimum wage
so theoretically there will be an incentive to hire more students
except at a lower rate.

Mr. Donovan, lets talk about this default rate program. In the
brief conversations my staff and I have had with the business
people since we have been here, we came up Saturday afternoon
from Portland, it is apparent that here like elsewhere in the coun-
try most business men Mr. Orrico, including every banker that I
run into, thinks that the default rate of the Guaranteed Student
Loans is someplace around 30 or 40 percent. We keep saying that it
is down nationally to 5 percent and the newspapers do not like to
write stories like that because there is no excitement in sayirg that
something is working.

Why is it that when you people in education in Washington
know that you have a better default rate than the national average
that the citizens still believe that the default rate is much higher.
What can be done in your opinion to get the media to pay attention
and through them the citizens to the fact that indeed the over-
whelming majority, over 95 percent of the people not only pay
their loans, but pay them on time?

Mr. DoNovAN. We have found that to be an extremely difficult
process. As you are well aware, Congressman, the Federal program
operatedDirect Federal Insurance Program operated certainly in
this State through 1979 from 1965, and the population has very
much a mind set on those default rates, they are extremely diffi-
cult to turn around. Now we have had good press, I will say that
we have had at least a half a dozen articles over the last couple
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years and in good sections of the paper highlighting our default
rate or certainly noted it.

In addition, we have had excellent hearings in our State legisla-
ture.

Mr. FORD. Well, let me suggest something to you. If you make
the statement the way your predecessor on an earlier panel did
and let it hang there, that is what is likely to make the 30 second
snip on the news. If the Washingtonions default rate is less then
half the national average, that is worse because that says to the
citizens of Washington, we are paying the freight because our
people are better than the rest of them and that is the reason why
this is not a good national program and that is why I asked him if
he was using gross or net numbers because when you quote the
gross numbers you get the 9.4 and I like the less than 5 which is
the net number. Some people are doing a much better job at that
than they were doing a few years ago. I hope we can enlist you and
all like you that are trying to get that message across, if you can
convince your bankers that it is not true, you will be doing better
then I can in Michigan. Some of my best friends are bankers and
none of them believe me when I tell them what the default rate is.
Your reserves, what kind of reserves do you have in the State guar-
antee agency?

Mr. DONOVAN. One and a half percent of outstandings.
Mr. FORD. And how much money have you got?
Mr. DONOVAN. About $7 million.
Mr. FORD. How much of that is Federal advance?
Mr. DONOVAN. The majority of it about $5 million I believe, Con-

gressman. We are in the agency and as yet we have not gotten
much of our loan funding.

Mr. FORD. How old are you?
Mr. DONOVAN. Six years, 1979.
Mr. FORD. Well it is certainly no secret to you people at State

Guarantee Agencies that have been looking for a way to get first
year savings in programs without taking money away from stu-
dents and we have a very substantial amount of money that was
given to State agencies as advance funds to build their guarantee
fund up, their reserves. The money was never intended to be kept,
it was intended to be kept so long as you needed it. We were in
Pennsylvania last week for Congressman Goodling who had the
State guarantee agency there. They indicated that if we took back
most of the Federal advance that they had there would be a slight
drop in their earnings, but that it really would not affect their nec-
essary reserves. I have checked it out in my own State and found
that you could get several million dollars there and while there
would be a little squawking, in fact it wruld not affect the stability
at all. We are looking for a way to reach out and try to find at
least $100 million across the country which is a way to get some
money back so that we can get credit for it The Senate has already
agreed to a $200 million cut for the first year cost which means to
me when I go to conference that I would have to get close to 100
without taking it from students.

As a new agency, I would solicit you do what I suggested to Mis-
sissippi which is even newer and very small. You figure a way for
us to exclude you for a reasonable time from that recapture and we
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can get it from the states that can well afford to give it back to us.
It sounds kind of mean to suggest that those States who got into
the program early, did the '3est job, grew fastest, are now going to
have to give the money back and those States who had to be
brought in at the point of a gun later get to keep the money. You
are unfortunately one of the States that stayed out of the program
for many, many years for whatever reason. In some States it was a
political issue. In effect, we ant saying to the old and established
people, "You people got into this early, you have done a great job
and we want to take some of your money back." The Secretary
presently has the authority to take the money back but no Secre-
tary of either HEW or Education has ever done anything to en-
courage recovery. That is good for us because it is now laying out
there and we figure there is well over $200 million of Federal ad-
vance funds. You only havewhat do you say $5 million?

Mr. DONOVAN. $5 million.
Mr. FORD. You are only a little part of that and most of the

newer agencies would be a little part of it. Go to work and figure
out how if we ordered the Secretary to recover advance funds we
ought to write it so that we do not cripple your needed reserves.

Mr. DoisovAri. Congressman, if I may- -
Mr. FORD. How you can throw a little in the pot withoat hurting

yourself is what I am asking you to do. Now I am a g spending
Democrat you understand trying to get you to cut.

Mr. DONOVAN. I do have a separate set of proposals in the financ-
ing apparent ite ager lies and one of thz.m does pertain to re-
serve issue, reserve yOU are well aware serve two purposes in
the guarantee ages.,. artly for to increase earnings to plop back
intt the reserves anu Aso to act as a stop gap upon our defaults.

Mr. FORD. How heavy do you rely on your insurance premium?
Mr. DONOVAN. It is about 70 percent e r our operating expenses.
Mr. Foal,. What are you charging?
Mr. DONOVAN. 1 percent a year during school year.
Mr. FORD. Yea mean during school?
Mr. DONOVAN. No, technically no. I think the graduation date

disqualifies. Actually it sterns beyond tb-; intern in some levels and
in others--

Il4r. FORD. That unfortunately is what most of the State guaran-
teeu agencies will do. That is why you see growing up in some
parts of the country the alternative guarantee agencies who in one
instance, one that actually acts as the agency for seven States, they
have cut that twice in the last four years. I am fascinated by the
fact that 0 majority of the State guarantee agencies are contin-
ually charging the full amount that we allow.

Mr. DONOVAN. We did reduce ours at one time but h to bring
it back up again and we fully intend to reduce it agaiii as soon as
we possibly can. I might mention on the reserve fund, I Llieve we
can phase out those reserve funds and I am having our general
counsel look into the possibility of substituting the reserve funds
with a letter of credit which is used as you know in other Federal
programs where the Federal Government may recall the money
but substituting it with a letter of credit which will accomplish the
same thing as reserves. Of course the letter of credit does not have
the earnings available to the agency and we would need to accom-
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modate that in some way but I am workinc, on a proposal with
that- -

Mr. FORD. It will phase out if the numbers crunchers would con-
sider the letter of credit a contingent liability and charge us for it.
I have to get it back and with real dollars.

Anna, how much of a problem do you think the independent stu-
dent is at this institution in the way this problem comes to you?

Ms. GRISWOLD. It is a problem--
Mr. FORD. You are not here, you are Washington State.
Ms. GRISWOLD. Yes, I am at Washington State University, do you

want me to--
Mr. FORD. Go ahead.
Ms. GRISWOLD. OK.
The independent student issue is one of our favorites. Our own

internal processes at our institution to perform verification of
which we do on 100 percent of our students, in more and more in-
stitutions in the State as I talk to my colleagues are coming to do
that. I contend thatand I used the term in my written testimony
that proposals for verification trying to get at independent student
issue that is being one that suggests that one size fits all and there
are different institutions where you attract different type of stu-
dents, we get the sense about our families that come to WSU a
se-1,6e of what constitutes an independent student and the process
of verifying, we would like to rely more on the concept of self-sup-
porting as opposed to independent a condition of the definition of
i- dependence is what has your ability to support yourself apart

om reliance on your family's resources and not shifting to stu-
dent aid or the Federal Government.

So, we ask students on a document that is pretty straightforward
and simple and not threatening to tell us about it, how did you live
lex,. year. We get some very creative sorts of responses to that and
find them very interesting but many of them are very viable and
you come to see how an independent student is born. What we find
on that sort of a document is students saying "I had a loan from
my parents, a $4,000 loan from my parents" and that warrants
taking a closer look. We question whether that is a self-supporting
student, a parent who can loan a student $4,000 to become self-sup-
porting can very possibly be in a position to support the education
of that student. We see a concern or desire on the part of the par-
ents to aid in that shift and we try to do a lot of communicating
with parents and educating them to the greatest extent we can as
we ask them for verification, documertation, copies of tax returns
for an independent student to reveal whether or not the student
has been claimed. These continue to show us what an independent
student is or is not.

Mr. FORD. Have you seen the proposal for the definition that has
come to us from your national association, NASFAA, and from the
American Council on Education, age 22 except with final determi-
nation made by the campus?

Ms. GRISWOLD. Yes.
Mr. FORD. How does it strike you with that work at your institu-

don?
Ms. GRISWOLD. Part of it is workable, the NH factor is arbitrary,

it is like eome of the income.
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Mr. Foam. Well the administration would permit 22 with no ex-
ceptions.

Ms. GRISWOLD. OK. The age 22 I think misses a whole group. I
think attempting to take a look at students whose situation implies
that being a family, that of having children of your own to support
are worthy of looking at as one tough- -

Mr. FORD. One of the exceptions is if you are a ward of the court
or an orphan?

Ms. GRISWOLD. Yes; that is right.
Mr. FORD. Veteran?
Ms. GRISWOLD. Not necessarily.
Mr. FORD. You have to put the veteran in or it will not float. Or

the parent of a dependent child or married.
Ms. GRISWOLD. Righ'
Mr. FORD. You hay -.I to be 22 o'. any one of those. Would that

work at your school?
Ms. GRISWOLD. I would still want to take a look at the other fac-

tors that re currently look at about that student, when did they
last live in a home, what is the means of that parent to support
them for their educational costs. I do not think we can exclude
looking at family responsibility. I think that is difficult because I
think it is coming

Mr. FORD. Will you look at your association's proposal and ana-
lyze it and submit something for us on how you feel about it?

Ms. GRISWOLD. Yes, yes I will.
Mr. FORD. Thank you very much. Mr. Chandler.
Mr. CHANDLER. Well, I think that is really an important point. I

recall that when I was in the legislature the concern that nonresi-
dent students applied as residents and the pretty creative mecha-
nisms they used to qualify. When you talk about the independent
status, do you feel that this is a large abuse area?

Ms. GRISWOLD. I think it is a large abuse area.
Mr. CHANDLER. And difficult for you to determine?
Ms. GRISWOLD. Yes, when suddenly you have an institution like

ours, we have 33 percent of our students qualifying as independent
and it does not bother me that our older population of students is
coming onto my campus that would tend to increase that percent-
age effectively but a lot of these independent students, they are
very newly independent, we do not see where there can be an abili-
ty to establish a truly self-supporting and I do not know that we
are atypical as a college campus when we are saying that.

Mr. CHANDLER. There is not much question about given the
demand for assistance. When you have a student who could have
an education and assistance is given him then you are taking it
away from someone who badly needs it who is not, in fact, provided
for.

Ms. GRISWOLD. If I could comment briefly on a study that we did
that changed our packaging strategy. For those students who did
prove out the test of independence and we could not get beyond
that, with respect to the ent'tlement programs or Pell grant and
guaranteed loans .4fter determining that all the criteria had been
met, adopted it as much as we could, we packaged students just
with use two programs, students whom we called newly inde-
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pendent. Interestingly enough with your full needs not being met, I
nad no problems staying in school.

Mr. CHANDLER. Now; just one other questionwell, perhaps two
raoreyou made quite a point of college work study and the aca-
demic performance of the students. I would just like to have you
underscore that and maybe comment a little more about it. Does
this also apply to cooperative education? Do you have that kind of
program?

Ms. GRISWOLD. Well, we nave a cooperative education program
on our campus, it is small but growing and there is interest and
attention being turned to it and we will certainly be joining in and
looking closer at that between the aid office and that particular
office on campus. We determined that the average GPA on our
campus of students and the Work Study Program was somewhere
between 2.8 and 3.2I do aot remember exactly, it was quite high
given the high needs of the students in particular which often rep-
resent other source of needs for some of the students in the aca-
demic area.

We have about 33 percent of students on our campus employed
either through work study or on campus jobs that are not necessar-
ily work study funded.

Mr. CHANDLER. Then the results are the same. Those audents
who work seem to do better academically then those who do not?

Ms. GRISWOLD. Yes; if they have persistence and there are many
out there in which they persist in obtaining their degree while
working toward that degree.

Mr. CHANDLER. Carl?
Mr. DONOVAN. Congressman, may I comment on that?
Mr. CHANDLER. Sure.
Mr. DONOVAN. Prior to my current job I helped develop a Work

Study Program at the State level which you were very instrumen-
tal in passing, a State Work Study Program. "some of the features
of that, it requires comparable wage to other employees which we
had found had a great deal of pay off in terms of acceptance by
fellow employees and in terms of the seriousness in wilich employ-
ers t. sated the work study placement. As a result many students,
many more students were able to get placed in jobs inuch more di-
rectly related to their field of study and I think that really aug-
mented some of their training on campus and really did help
strengthen their performance academically and I would like to
kind of hold that up as a possible model for possible readjustments.

Mr. CHANDLER. All right, I have to--
Mr. FORD. I take it from that that the State Work Study Pro-

gram permits private employers?
Ms. GRISWOLD. Yes.
Mr. DONOVAN. Yes; it does.
Mr. CHANDLER. I have to admit to a bias here, Mr. Chairman. In

1965 I returned to higher education as a sophomore at the age of
23. I was nr cried and my wife and I both worked under the Work
Study Program. That was our only source of income. We were truly
independent I will assure you we were able to get through college
and my grade point average was right in there with the average
that you are talking about. Just because I did it does not mean it is
the only way, but it has certainly been my experience through the
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years. As Carl knows, I worked on our Work Study Program here
and the problem is to create those opportunities for the students.
Mine just happened to be in the same job that I was going to go
into later in my career. That is ideal if you can match up.

Now one other question with your indulgenceI do not know
what your immediate-

Mr. FORD. Go ahead. We just have to clear out by 12.
Mr. CHANDLER. OK. When we were in Massachusetts we talked

there with Dr. Gayle Mercethmaybe you know him. I think you
may k ow him, Brent from some of your associations. They have a
student, loan associationorganizationthat is independent of GSL
organized by the commonwealth. They utilized a tax exempt bond
to finance their student loan program both pub::c institutions and
private. The unfortunate thing is that the IRS, I think, has given
them until the end of this year to discontinue that program. They
will have about 2 years worth of funds and then they are not sure
where they are going to go. As both of us work indirectly with the
tax reform bill, I can assure you that I personally intend to try to
correct that ruling.

Have you looked at that potential here in the Stateare any of
you for that kind of a program that would augment what we have
in GSL?

Mr. DONOVAN. Yes; we have worked the bond issue at great
length. In this State and I have talked very closely with the inde-
pendent institutions in this State, we do not at this time need to
issue bonds for supplemental loan programs, we may need to in the
future and I would like to possibly keep the codes flexible enough
so that that can happen when needed. Beyond that, we ha 7e looked
very seriously at the bond issue question and I do very strongly feel
that bonds are a very integral part of the loan program. We have
limited our bond issues to 20 percent of the total volume and no
more to fill a lot of gaps that cannot be filled when relying totally
on the full profit sector but we are constraining in that way
and I would like to haveI would like to request that the capabil-
ity to issue bonds in limited amounts be retained.

Mr. CHANDLER. I appreciate your statement and I will certainly
make that part of the record and that of others that have com-
mented on this available to the Ways and Means Committee as
they consider the tax reform bill.

Thank you, Mr. Chairman.
Mr. FORD. Well, the evolution of that problem for some people is

that tax free revenue bonds are used for everything from building
bowling alleys to condominiums.

Mr. CHANDLER. Sure.
Mr. FORD. And it is badly abused and in any program it is the

abuses that always cause the problems. It was actually being
abused by State agencies and the infamous Ford amendment of
1983 which the agencies did not like very well said that the Secre-
tary should tighten up the rules and authorize tax free revenue
bonds for something close to need. Without picking out States by
name there were States that were borrowing much more than they
needed. One of our smallest States, had about $50 mIlion at a time
when they had $3 million in loans out and it was a nice deal, they
could arbitrage that money and invest it and it gave them a nice
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kitty. We put a limitation on it and then last year in the tax bill
that passed for 1984, the overall allocations of the States was kept
at $150 per capita. I was not bothered by that because my State
was well below it. That same law is probably what is causing the
problem you mentioned because at the end of this year the cap
drops to $100 per capita.

Now what is pending in the President's bill on . tax reform is
eliminating it all together. I suspect that there will be a lot of us
asking them if they are going to do anything to maybe reduce it
and limit the uses to which it can be put to public uses because I
really have doubts that we ought to be providing indirect financing
for private investment through tax free revenue bonds.

We in the Midwest and the Northwest were very distressed in
the early days with tax free revenue bonds because one of the in-
ducements that the States in the Old South were using to get
people to move their factories from our area to their area was that
they let them finance their new construction with tax-free revenue
bond money. G.M. could build a new branch down there and Uncle
Sam literally financed and underwrc te their capital investment.
That had been going on for years and you could not do very much
about it but there is r built up sort of reaction in the Congress to
these kinds of abuses around the country. We hope we can keep
them from throwing out the baby with the bath water when they
try to correct it. The easiest way to correct anything is to end the
program and obviously for some it is a very important resource.
You see that Maine is telling us that they can not get dollar one
approved, California in a period of some 3 months has applied for
$600 million additional and that indicates they were making a run
on the bank before the rules changed. Before that law of 1984 went
into effect at the end of the year, there were a whole lot of applica-
tions that suddenly hit. What was hitting was that they wanted to
get in before the limit and I am sure that the tax-writing commit-
tee is not going to let it go the way it is going. Maybe we can get
them to exempt uses like education, port facilities, other things
that have a constituency that we can join with.

Mr. Orrico, let me ask you a general question. We are being
faced with proposals to cut back on the special allowance. The cc at
to the Government at the present time of this special allowance is
the lowest it has been in many years. We were up in the 21 percent
rate just a few years ago and that is the period when the GSL Pro-
gram grew so fast in cost. Stockman's computer told him that any
program that grew that fast must have something wrong and it
ought to be cut so what tries to do is take the money out of the
front end and he cannot get enough money out of the front end.
We will put up less than probably around $400 million this year of
public money and you in the banking industry will leverage that
into almost $8 billion of student loans. It is an awful big leverage
for that initial investment so if you cut that in half you are not
just gaining $200 million, yeu are losing maybe $4 billion in stu-
dent aid. It is an awful expansive cut to make. What would be the
reaction of the bankers you ,:now to any tinkering with this special
allowance?

Mr. ORRICO. The special allowance by itself is not as critical.
What is critical is what is the total interest rate or total yield that
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we are going to be able to earn. One of the problems as we see it
has been setting the rate the student pays at a level that is based
as much I think on emotion as it is on economics. The difference in
a monthly payment on a $10,000 loan at 8 percent versus 10 per-
cent particularly if you allow 2 or 3 or 4 more years to amortize
that loan is not significant and yet therein lies particularly as in-
terest rates go up a tremendous cost increase to the Federal Gov-
ernment in terms of the special allowance. I think that the critical
thing is there has to be the opportunity for the lender to make a
profit or to make this loan equal to the other opportunities they
have to invest their money.

Deregulation and requirements for all of us particularly FDIC in-
sured to maintain capitalization ratios that are above historical
norms is going to put a lot of pressure on all of us to look at every
single program we are inv( wed with, whether it be student loans
or automobiles or housing or whatever and make that project carry
itself until at least we get to some point where we have excess cap-
ital and I am not sure that that is in the near offing but I believe if
you look at the numbers, if we look at the actual real payment the
student has to make, I believe there is quite a bit of room between
the 8 percent we are currently charging and what is a fair amount
for that student to bear.

Mr. FORD. Present?
Mr. ORRICO. Present.
Mr. FORD With T bills where they are you can maintain the yield

and cut the special allowance because the T bill is now below 7?
Mr. ORRICO. Correct.
Mr. FORD. But if the T-Bill goes back to 15 or 12 or 10, then the

special allowance becomes critical and what we are being told by
bankers is do not touch that special allowance because they were
in the program during that period of time and they realize that as
a T-bill floated up and special allowance buffered it, that when it
got to 21 they were still showing a yield above the highest that the
prime rate ever hit.

You get down into what I believe to be a temporary situation. It
is intuitive. I am not an economist. I had an economics major in
graduate school and discovered a long time ago it was obsolete
before they taught it to me. I have progressed, as a matter of fact.
In economics classes in college it took the professor as much as 25
or 30 minutes to put me to sleep. I find as a Congressman it takes
less than 15. You are coming up with an interesting, very sophisti-
cated answer. Most bankers we ask that same question will mime-
diately react to the 31/2 percent. I suspect that most of the people
involved in those decisions have attitudes that either indicate that
the student loan is worth more to them than it really is or less to
them than it really is, but do not have a very good basis upon
which to make that assumption. Now I find, and this ties to this
question about defaults, this year at the Michigan bankers banquet
with the members of the Michigan delegation I was beseiged by
Michigan bankers from all over the State who said, "What are you
going to do about the student default rate." I could not get one of
them to come within 20 percent of the default rate and then I said,
"Will you please ask the person who handles guaranteed student
loans at your bank what your default rate is and if it is more then
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the national average rate, we better help you figure it out." I did
not get any letters but it is very herd to get tc them if the banker
says it is true. Then all of the bankers, neighbors and fellow capro-
taxians and chamber of commerce members know it is true because
bankers know all about money. Well, I do not find bankers who
know very much about how their bank does in student loans or
how the student loan works with their bank. You obviously do be-
cause you have been in it and that makes you an exception. I do
not know whether there is a problem in sharing your knowledge
with somebody else. You mentioned that you are doing multiple
disbursements?

Mr. ORRICO. Yes we are.
Mr. FORD. And that has become very interesting. When I went to

the Consumer Bankers Association in Philadelphia, to their special
convention on student loan and they had, much to my surprise
adopted a resolution to make multiple disbursements mandatory. It
took me a little while to figure it out. They are talking about mul-
tiple disbursements the way you do multiple disbursements now.
The administration is talking about multiple disbursements with
no interest accrual until a disbursement is made not at the time of
loan origination. The difference is we get the float instead of the
banks. Do you think the banks would still favor multiple disburse-
ment if indeed we delayed accrual of inschool interest until dis-
bursement?

Mr. ORRICO. If the program could be shown to be profitable,
equal to other investments otherwise, then I would say yes because
I think Carl mentioned it and we are very strongly supportive of it.
If we can make those disbursements quarter by quarter or semes-
ter by semester, it helps to make sure we are disbursing to a stu-
dent who is continuing their education and progressing.

Mr. FORD. It has another very great appeal. There is no question
that in that 5 percent of defaultors that we have out there, the
large majority of them are people who drops out early in school.
Most people who finish school whether it is a 2-year program or 4-
year program or graduate program do not show up unless some-
thing unusual happens. It is the one who drops out, a student who
borrows $2,500 at the beginning of their first school experience
they drop out after 2 months and the $2,500 is owed for something
they never got. They went to school to get an education; they did
not get it, so why should they pay for it. That is not a difficult con-
clusion for me to understand so multiple disbursements might very
well have a significant impact on the potential defaultors by reduc-
ing the amount of debt that they can get into before they had fin
ished at least a year of school.

So we are looking at it very closely and when you say if they still
remain profitable, I would like to have 80mi:filing from you or an
indication of what would happen with your owl. package. You can
run that through your computer. Would it cause you to start
taking another look at how much you wanted to commit to student
loans if we mandated multiple disbursements with the interest ac-
crual at the time of disbursement, how would it work out for some-
body like you?

Mr. ORRICO. I know right now that that float is 40 percent of our
income on the program. Now, I should explain. We have positioned
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ourselves to sell the loans to the secondary market either our State
agency or Sallie Mae at the end of each year so that we do not
carry some of the larger lenders do, the loan until the beginning of
repayment or clear through to term so there is the effect of that
float during the first year is significant to us because of the way we
manage our particular portfolio.

We might change the way we manage it if necessary and we still
can see it as being a viable program.

Mr. FORD. If you can do that without jeopardizing any proprie-
tary information with our institution I would appreciate it and do
not identify any institution for that matter. Just say this is what
would happen to any bank that has this kind of situation and run
it through for us and see what it does. And that is assuming two
disbursements or possibly three.

Mr. ORRICO. The average is about 2.6.
Mr. FORD. If you have a quarter system; schools here are trimes-

ter?
Mr. ORRI 'M. Yes, trimester.
Mr. FCAD. Thank you very much. Do you have anything else?
Mr. CHANDLER. No.
Mr. FORD. I want to thank Rod for inviting the committee out

here. We are very pleased that we were able to work it into the
schedule and very pleased to have all of the people who testified
today contribute to the record on reauthorization.

[Whereupon, at 12 noon, the subcommittee was adjourned.]
[Material submitted for inclusion in the record follows:]
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UNMET STUDENT FINANCIAL NEED IN THE STATE OF WASHINGTON

--A Study of the "Need Gap"--

EXECUTIVE SUMMARY

This study of unmet student financial need is one of the most com-

prehensive conducted by any state. Aided by experienced consultants, the

Washington Council for Postsecondary Education developed a master file of

all individuals who applied for and/or received student financial aid in

the State of Washington in 1982-83 and 1983-84. By matching College

Scholarship Service applicant data with Council-collected recipient infor-

mation, over 80,000 records were created for each year. Each record

compared family and student resources plus student financial aid

received from all sources to the cost of attendance at the respective

colleges and universities. After excluding individuals with less than

$200 in financial need and non-resident applicants who did not receive

financial aid, the study found that in 1983-84, 68,020 students or

applicants had unmet financial need of slightly over $200 million.

Approximately $90 million of this total was associated with the 18,000

Washington resident- with financial need who applied for, but did not

receive, financial aid.

In computing unmet financial need, certain standard definitions and

calculations were used.

"Cost" is the sum of tuition and fees plus standard allowances

for books and supplies, room and board, personal expenses and

transportation. The allowances were based on budgets adopted by

the Washington Financial Aid Association and varied based on student

living arrangements and whether the student was married and/or

hvl dependents. The 1983-84 cost of education for a single, resiaent,

full time student living away from parents and attending a major

public university was $5,838.

vii
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"Need" equals "Cost" minus "Total Expected Family Contribution" as

ca'rulated by the College Scholarship Service io accordance with

the uniform methodology system of needs analysis. In the case of

dependent students, family contribution includes a proportion of

parents income and assets as well as an expected student contribu-

tion including a proportion of assets and the full value of avail-

able benefits (e.g., veterans benefits, public assistance, etc.).

For independent students, both their own and their spouse's (if

applicable) income and assets are applied against the cost of educa-

tion.

"Unmet Need,' the focus of this study, is the difference between

"Need" and the total amount of assistance rec,Aved by the student

through federal, state and institutional financial aid programs,

privately f.ided scholarships and non-subsidized student employment,

both on- and off-campus.

Because the findings of the study could have a bearing on state policy

and tadgecary decisions, the analysis focused on those student categories

for which there was complete and reliable data and which were of policy

significance. Ultimately, greatest attention was directed to the "core

grow," of full-time resident undergraduate students with unmet need who

had completed the school year at the same institution. A parallel analy-

sis was also conducted covering full time resident undergraduates .ho did

not complete the full school year at the same institution.

There were 20,768 students in the core group in 1983-84 who had an

annual per student average unmet need of approximately 52,500. Analysis

of the core group data yielded several findings, including

1. Unmet need represents a large and growing gap between costs and

resources for an increasing number of postsecondary students in

Washington

2. Unmet need is by no means spread uniformly among students For some

students the gap is so large that it can be logically surmised to be

a deterrent to timely completion of programs, the ability to stay in

school, or to return if discontinuance is necessary.
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3. The notable variance in background characteristics of students accord-

ing to differing levels of unmet need suggest that targeting of

ameliorative strategies could effectively offset the worst effects of

unmet need. This study went far in identifying the types of students

who seem to be impacted most severely.

In regard to the latter finding, a special analysis of core group

students with ex' timely high unmet need produced a profile that suggests

<uch a typical student is likely to be a female, older than 24,

enrolled in a community college, an independent student, have a low family

income and receive ,ittle or no parental support. In addition, as the

review of the core group by dependency :tatus suggests, tie typical student

with high unmet need also has at least one dependent child.

The analysis of students with high unmet need provided an insight

into why community colleges, along with independent colleges and univer-

sities, had the greatest amounts of unmet reed. In the case of the latter

institutiops, which receive no direct state support, the high cost of attend-

ance (over $10,000) and the resource constraints and maximum limits of

financial aid programs are the main reasons for high unmet need. In the

much lower cost community colleges, the substantially greater numbers of

elder students with dependent children, coupled with lower financial aid

availability, appears to be the main reason.

An analysis by dependency status was also made which divided both the

core group and the partial year students into three categories dependent,

Independent with no children, and independent students with children.

Alt6nugh the latter group represented only 16 percent of the core group,

the unmet need of those students was nearly double the average of the other

two groups. Tables "III thriugh XIII and the tables in Appendix Two of the

report provide a full range of characteristics of the respective groups.

While the three dependency status groups werr iistributed proportionately

among ethnic i..ategories, the independent students with ch Idren were more

than twice as likely to be female than male and were nearly five times as

likely to be older than 24 years of age. About 60 percent of all such

students were enrolled in community colleges.

IX
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The following chart illustrates the relative unmet need of the three

groups for both the core gr Jp (full year students) and partial year

students. The unmet need of depondent students is equalized to 1.0. The

horizontal dimensions of the chart Indicate the relative s "ze of the three

groups.
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The analysis of the students who did not omplete the school

year not only indi&ated a higher unmet need for independent students with

children but also that these students had the lowest persistence of any

of the groups studied. Only 55 percent of aided undergraduates with chi-

dren completed the year compared with 65 percent of other independent students

and nea "ly 75 percent of dependent students.

Overall, the partial year group had a somewhat higher le,el of unmet

need, was older and consisted of a higher proportion cf minorities,

and communIty college students than the core grodp. This analysis indicates

that cohsideration of special targeting strategies to address the "stop -out"

or "drop -out" phenomenon is warrented.
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While the study yielded many highly significant findings, it also

raised many questions and revealed additional avenues for further,

perhaps even more significant, research which should be conducted )n the

future.

In the case of residents oho applied for aid but for whom no aid was

reported. Who are they Why did they not receive aid' Were they

prevented from even enrolling in a Washington college or university

because of an extensive unmet need gap?

For those students who only attended part of an academic year, was

their unmet need the main reason fur their inability to complete .ne

full year For how many, and what kinds of students, was this true'

To what extent were academic and personal factors Involved'

In the case of students who completed the year, what strategies did

they use to cope with unmet need? Did they receive additional support

from families'' What elements of cost were cut? What effect, if any,

did the degree of unmet deed have on choice of academic field or ability

to continue in future tears?

-- Longitudinal analysis is needed, and should be possible in the future,

to address questions of "down-shift" to 1 ).er priced schools related to

unmet need and variations of unmet need uvLi. time.

The study concludes rt would be tempting to reach specific con-

clusions solely on the basis of this review. However, all of those involved

in this study are aware that further follow-up analysis is needed to deter-

mine the extent to which the provision of ade,,late student aid would affect

an apparent heavy stop- or drop-out patte_n wrong certain groups of students.

)f immediate concern are individualr with depr.,dent children, primarily

olaer female students. The study clearl,i demonstrates that special needs

exist in this area and that none of the existing student financial aid pro-

grams makes special provision for the unique needs of this group.
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1. BACKGROUND AND NEED FOR THE STUDY

The Western Region of the United States has generally subscribed

to the tradition that while both society and the individual benefit

from higher education, society is the principal beneficiary. A corollary

of this tradition is that society benefits by governmental efforts to

provide residents of the state with access to a reasonable choice of

higher education institutions, and the means to achieve their educattonal

goals. The State of Washington has supported this tradition by two prin-

cipal means. (1) It has provided many types of low-tuition publicly

supported institutions of higher educatic ,r1 various regions of the

state, and (2) the state has developed student financial aid programs

which have the general purpose of assisting "...needy and disadvantaged

Washington residents in obtaining a postsecondary education

The philosophical premise of state-supported student financial ale

in Washington is as follows. "While the cost burden of a student's post-

secondary education is primarily a parental or personal responsibility,

no Washington resident should be denied access to a postsecondary educa-

tion because of financial inability to sustain the cost of obtaining

such an education."2 Furthermore, freedom of choice of college has been

maintained by making grants, loans and work opportunities available for

students to attend a wide range of postsecondary institutions in Wash-

ington, including two- and four-year public colleges and universities,

Independent colleges and universities, public vocational-tecnnical

institutes and many proprietary schools it the state.

In student financial aid, the State of Washington is in a partner-

ship relation to the federal government and els() to private and institu-

tionally-funded sources. The role of the last of these sources has been

relatively minor. Over recent years and for the short-term future,

private and institutionally-funded student aid comprises one-fifteenth

of the grand total of student financial aid provided in the State of

Washington.
3
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The federal government has been the dominant partner in providing

student aid since the early 1970's. As is true for the entire country,

federal student aid comprises well over 80% of the total available in

Washington.
4

Of the various federal programs, the Guaranteed Student

Loan (GSL) program has grown in recent years to become the largest. At

present, the GSL program provides slightly over half of the total dollars

awarded in Washington. The various campus-based federal programs provide

another one-fifth and the Pell Grant program has held steady at about 15%

of the total.
5

The role of state-funded student aid programs administered by the

Council for Postsecondary Fducation, while comprising a minority of the

total dollars, should not be underestimated. These programs are flexible

and are aimed specifically at the needs of Washington residents. For

example, the Washington State Work Study program responds specifically

to the needs of both Washington students and their employers. Further-

more, as the federally funded College Work Study program has declined

in funding based oG real (inflation adjusted) dollars, the State Work

Study program has grown to fill the breach. In 1975-76, the second year

of operation of the state's program, the ratio of federal work study

dollars to state dollars is 9 to 1.
6

The federal program has grown less

than 10% in the last six years, and thus has lost considerable ground to

inflation over this period. The state program has grown to meet the

relative decline in federal dollars and during the current academic year

has a ratio of about one-third of the total work study dollars in the

State e Washington]

The state grant program has also expanded since the early 1970's to

help meet the needs of Washington residents. This expansion has helped

to compensate for the overall decline in federal student aid, especially

since 1980. The American Council on Education recently ponted out that

the decline in constant (inflation adjusted) dollars in federal aid

between 1980 and 1984 amounted to an average of 19% over all programs.
8

Thus, there has been a considerable loss in "buying power" of the feoeral

aid that has only partly been offset by the growth in Washington state

programs. Furthermore, tuition in both the public and independent

colleges and universities in Washington has increased very rapidly as

2
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have other costs to students such as books and supplies, room and board,

transportation and other expenses. These two factors (decreased real

dollar federal financial aid and increased costs) have resulted it a

substantial increase in what might be called the "need gap" in which

students have been provided with relatively fewer dollars to meet the

escalating costs of their college education.

Maintaining Access for Low-Income Students. Low-income students,

many of whom are racial or ethnic minorities, have always been the target

groups of most of the government financial aio programs which have been

Initiated at the state and federal level. This is evidenced by the fact

that almost all of the dollars provided have been need-based, that is,

financial aid has been provided to make up the fference between the

financial resources of the student and his or her family and the costs

of education at the college of choice. While it is very clear that

access has been greatly improved for low-income students over the past

fifteen years, it is also quite clear that the job is far from finished.

All things being equal (for examrie, ecademic ability and motivation)

students from the lowest-income families have still been participating

at a lower rate than those from middle and upper-income families.

On the national scene, almost one-fourth of all white youth graduate

from college. While the graduation rate for students of Asian background

is near that of whites, it is only about one-half that rate for Black

youth and for other minorities it is only half the rate for Blacks (7%

for Hispanics and 6% for American/Alaskan Natives)!9 The continuing,

relatively low college-going rate is a matter of special interest in the

State of Washington because census and other demographic data indicate

that racial and ethnic minorities -omprise the fastest-growing segment

of future college age cohorts in the state.

In Washington, students from Loper and middle-income families have

participated at a high rate in postsecondary education. It is assailed

that state government will continue to be interested in pursuing policies

that will maintain these rates and will also "level-up" the participation

rates of low-income groups. The fairly rapid rises in tuition and other

costs to students will hamper low-income student participation rates in
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Washington. The "other costs" of out-of-pocket expenditure and foregone

income impact low-income youth more than others. It is most unlikely

that massive loans (the fastest-growing type of financial aid at the

federal level) will be a sat sfactory solution.

The costs of education in Washington's institutions have risen

rapidly and increased tuition and fees are in response to such cost

increases. In addition, the share of costs borne by students has

increased in the public institutions. For a balanced perspective, how-

ever, the concept of cost of education to the student should be kept in

mind as one considers the growing gap of unmet need. Tuition and

required fees, are only one aspect of costs to students. The student

also has out-of-pocket costs including room and board (or continued

support by the family if the student continues to live at home), books

and supplies, work or school related travel and other living costs.

Only in rare instances would all of these costs be covered by grants or

scholarships. Most students meet a good share, or even most, of these

costs from their own resources (family savings, and work), or by loans,

with payments beginning very soon after graduation or discontinuance for

any reason. Finally, foregone income must be considered. For students

from low-income families, this is a major consideration. Often such

families must s,rongly rely on income that can be earned immediately

after the student's graduation from high school. To forego four or more

year's earnings in such instances is not a trivial matter.

The Need to Study Aggregate Unmet Needs - Recent studies have shown

that nationally slightly over half of all students graduating from college

received some form of student financial assistance. 10 This statistic is

not necessarily a logical basis for complacency, however. The drop-out

rate continues high in all sectors of postsecondary education, and there

is very little research on students vho a,. discouraged from even enroll-

ing in an institution of their choice because of their personal unmet

need gap. Furthermore, it can be assumed that the relative inadequacy

of sufficient student financial aid has restricted freedom of choice of

college, especially for low-income students. Many such students are

diverted to the lower-cost colleges such as the public community colleges

because of the unmet need gap. But how many? And how many are prevented

4
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from participating in higher education at all? And, how many are forced

to drop out temporarily or even permanently discontinue progress toward

a degree? Studies to answer these questions are difficult, time-consuming

and expens' e.

Need can be defined as the difference between a student's cost of

attenJance and the amount that the family and/or student can contribute

toward the educational cost. Unmet need is the amount that remains

after th.2 family contribution and all aid resources are subtracted from

the academic year college cost budget. It is logical to assume that

unmet need has differential impacts on students according to their indiv-

idual financial circumstances. For example, different levels of financial

need can be identified within the aid recipient population. Examining

the impact of increases in unmet need for high-need students can provide

information concerning the possible effect on access and retention for

aid recipients. Students who have relatively low financial need often

nave the availability of assistance through loans and employment to

resolve their mode ancial needs and allow nem to pursue their educa-

tion. Students whe . moderate to high financial need levels may well

choose not to attend or to leave the institution because their needs so

far out reach their resources. Currently, moderate to high-need students

whO are borrowing to the maximum program limits and working the maximum

number of hours have no further options for resources to meet their

increased unmet need gap. It becomes important to evaluate closely

these moderate to high-need students as any increase in unmet need, even

one of a minimal nature, could shift them out of the population able to

meet their educational expenses available aid.

While it is appropriate to focus on the problems of the low-income,

high-need student., it should be emphasized that the growing unmet need

gap affects a wide range of students. Institutional aid officers try

their best to shift discretionary ',Inds to students with the highest

demonstrated need. However, these amCiorative strategies, in turn,

create other problems when federal and st'te funds are shifted to meet

the increased unmet need gap of the high-need student since this can

eliminate funding formerly available to the lower-need (for example,

low-middle income) students. Most typically, these lower-need students

5
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are dependent and came from families with moderate incomes With the

combination of the reduced availab-lity of student aid funds and higher

costs of attendance, it becomes evident that the impact of unmet deed

on students can affect a very wide poi ition. In the near term future,

no substantial increases are foreseen in federal programs. It is there-

fore likely that funding will be available to a smaller number of students

because those who ire determined to be eligible end have hiyh need levels

will require a larger percentage of the total fund, than in the past.

Rationale or the Study - Unmet need may affect student enrollment

and persistence decisions in several ways. A packaged student aid offer

containing ,oGufficient funds may discourage high school graduates from

ever enrolling. The older prospective student may also be discouraged

from beginning or returning to postsecondary education. Less dramatically,

an inadequate student aid offer may cause students tu change their

institutional destination from first cAice institutions to a less costly,

but , ,s desired alternative. Unmet need may also cause enrolled students

to drop out, or to take on levels of outside employment and loans that

seriously hamper their chances for an academically productive and well-

balanced college career. The quest for limited funds results in many

forms of student aid being fully allocated (and usually over-allocated)

many months before the school year starts, requiring total reliance on

entitlement programs which fall far short of meeting needs. Thus, the

question of unmet need is significant, indeed, it is becoming a central

concern for postsecondary policy in the current era of state and federal

fiscal constraints.

The staff of the Council for Postsecondary Education (CPE) conducted

a preliminary study of unmet need in the State of Washington during the

1983-84 academic year.
11

They found that the constraints in recent years

on federal appropriations for student aid have not been sufficiently off-

set by increa!:es in state-funded programs. Even though total state

expenditures for student aid doubled from $7.5 million in 1979-80 to

$15.8 million in 1982-81, Washington still provided only about half the

national average in aid appropriations per full-time student in the

latter year.I2 The Council staff noted that minority student enrullment

in Washington had decreased in recent years and that there had been a

6
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dramatic increase in both number of total aid applicants with need and

in total dollars of financial need (for example, the calculated amount of

total financial need of aid applicants increased 14% from 1982-83 to

1983-84). The study noted that research follow-up was needed, particul,rly

to identify the financial components of the unmet need gap, to identify

the categories of applicants/recipients who have large unmet npA and

to identify the differential Impacts of unmet need on the entire popula-

tion of aid recipients in the State of Wasmngton. In the latter part

of 1984, the Council authorized a research project to address the issues

raised in the preliminary study and their relationship to state policy

issues. This paper reports the results of that research.

7
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2. METHODOLOGY

Unmet need is simply the shortfall in available aid, that is, the

difference between total student financial need r calculated by a stan-

dard need analysis formula and the total aid awarded. The generally

accepted definition of need is the difference between the co:t of the

college of choice* and the financial contributions or the student and

his or her family. A small minority of aid applicants have beet, awarded

enough aid to meet their calculated need, but in the aggregate unmet

need has always exis'rd because there has never been sufficient funding

to eliminate financial barriers to college access for all who wish to

attend. One reason for the insufficiency of funding has been that

increases in availability of student aid have evidently provided access

to many students who otherwise world not have considered attending because

of lack of finances. However, more recently, student aid appropriations

by the federal government (the major partner in providing funds) have

failed to kcap pace vith the expectations the programs helped create.

As indicated in Chapter One, increases .n Wash.ngton State funding have

substantially offset the decline in federal student support. Nonetheless,

significant rises in overall costs to students to attend college have

combined with student aid funding stringencies to increase the unmet

need gap.

It is unlikely 'hat the need gap will be eliminated in the near term,

the state's finances are simply not sufficient to achieve such a gJal.

Neither is there likely ' be a move toward eliminating sta'e-financeu

student aid, especially in the present climate OT declining federal sup-

port for student aid and proposed reductions in expenditures for this

purpose. Student aid is an ongoing element of higher education, and

at the state level, is likely to grow. However, the unmet need gap

will also be a continuing phenomenon. The findings and conclusions

of this study suggest that unmet need impacts certain categories of

students much more than others. Consequently, increased "targeting"

of aid would seem to be called for. Studies such as this can provide

For the purpose of study, unmet need for those actually attend-
ing was calculated using the cost of the colle4, attended.

9
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a factual basis for improving the effectiveness of Washington state

student aid and alleviating the harshest effects of high levels of

unmet need for many students.

Research Design

This study had the very considerable advantage of utilizing large

data bases. This advantage provides (a) reliability of the findings,

(b) the potential for a disaggregative approach, and (c) presentation

of cross-analyzed distributions, rather than reliance on summary statis-

tics. The disaggregative approach is particularly advantageous in

targeting certain subgroups and categories of students who exhibit dif-

ferent levels of unmet need.

The success of the research depended most heavily on the quality

of its indicators of Total Costs, Student Resources, Parental Contribu-

tian, Student Aid, Need and Unmet Need. The researchers constru:ted

uniform indicators of Costs and Resources instead of relying solely on

the Financial Aid --orm Needs Analysis Report (FAFNAR) data which are sub-

ject to institutional variation. The following formulas were used

I. Need = Total Costs Student Resources - Parental Contribution

II. Unmet Need . Total Costs - Student Resources - Parental Contribu-

tion - Total Student Aid

(See the Technical Note appended to this report for detailed description

of each of the indicators used in the above formulas.)

Data Babes.

This study utilized a special working student record file here.nafter

designated as the Master Analysis File (MAF), that contained all necessary

and relevant data for analysis. This section describes the content and

development of the MAF, along with certain related topic..

The procedure ror creating the data analyses for the 1982-83 and

1983-84 cohorts consisted of three major steps

10
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Step 1. Merging Key Data Sources into the MAF - Students who received

aid during the fiscal year (e.g. 1982-83) for attendance at a W7.shington

postsecondary institution (and were thus included on the Council's Unit

Record Report (URR)) and/or whose completed aid form indicating a Washing-

ton institution which was processed by the College Scholarship Service

were included in the MAF. This resulting population comprises the known

aid recipients and needy applicants in the state.

Step 2 Ensuring Discrete Student Records within the MAF - Student

records of the URR and C:S files were matched by student social security

number (SSN). The record created contained all the necessary information

for conducting the analysis of unmet need. See the Technical Note for

a copy of the record layout. For those student records for which there

was no match, the data to fill the newly created student record came

from either the URR or CSS information. Conceptually, three groups

were represented in the MAF' (a) Those students with a match of URR

and CSS data, (b) students with only URR data, and (c) students with

only CSS data. An indicator was Included in the record which identified

which one of the three groups each individual belonged to. Prior to

analysis, the URR f,le was checked for exact duplicate records. Where

any existed, one of the student records was deleted

Step 3 Manipulating MAF Data to Create Specified Reports - The

reports used in the project were created by manipulating the MAF using

SAS programming language prepared by Council staff to produce reports as

specified by the study team.

Data Analysis.

Distribution of unmet need was calculated as follows. The amount

of unmet need for each student record as described above was computed for

the total student record population and various subgroups of that pop-

ulation as described in Chapter 3. The calculated amount of unmet need

for each student record was the unit of analysis for this study, and is

analogous to the dependent variable in an experimental type of study.

Therefore, it was important to divide this distribution into the optimum

set cf categories that enabled useful analyses by background and financial

11
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variables. A trial run was made of the cross tabulations to determine

whether or not the initial set of categories was optimal for the actual

distribution of the unmet need variable for the MAF The initial distri-

bution was modified after projecting its utility for further analyses and

the following distribution was used for most of the analyses described in

the following chapter 0 - $1000, $1001 - $2000, $2001 - 3000, $3001 -

$4000, $4001 - $5000, $5001 - $7500, more than $7500.

The analytical strategy used was disaggregation. As detailed in the

following chapter, gross univariate distributions were created including

the largest number of appropriate student records in the MAF. Then cmss-

analyses were employed to determine the effect of background (indeoe,,dent)

and circumstantial variables on he distribution of unmet needs. The

univariate distributions are described where they are presented in the

following chapter.

The following list of cross-analysis variables were comprised of

categories as indicated.

1. Type of Aid (Grant, Loan, Work)

2. Source of Aid (Federal, State, Institution, Other)

3. Type of College (according to standard format of CPE)

4. Year in School (Freshman Sophomore, Junior, Senior, Unclassi-

fied, Graduate/Professional)

5. Dependency Status (Dependent, Independent)

6. Age (standard age brackets were used)

7. Sex (Male, Female, Other)

8. Race (standard CSS/URR definitions were used)

9. Family income (standard URR categories of adjusted gross incomes

were used)

10. CSS filing date (twu-fold categories of earliness or latene,s

in applying were used)

11. Family Contributions (standard brackets of family contributions

were used)

The original study design did not call for any additional analyses

beyond the cross-analysis review of the ,arious student categories. How-

12
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ever, as the analysis proceeded, it became of special interest to develop

a "profile" of the "high unmet need" student. In particular, it was of

interest to determine whether certain classes or definable subgroups of

students were typified by high levels of unmet needs. Additional data

runs were therefore made to explore this question.

13
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3 THE FINDINGS

The Master Analysis File developed for this study contained 81,233

student records for 1982-83 and 85,726 for 198i-84 Results are reported

in this study for the 73,373 individuals in 1932-83 and the 76,462 appli-

cants or students the following year whose financial need was above the

$200 threshold.

The total amount of unmet need aggregated across all student records

in the Master Analysis F..e and based on data in that file was $266,390,000

in 1982-83 and $277,645,030 in 1983-84. As Table I indicates, when the

unmet need of non-aided non-residents is excluded and when adjustments are

made for unreported Guaranteed Student Loans and in calculations for par-

tial year students, remaining unmet need totals $195,150,000 in 1982-83

and $201,807,000 in 1983-84. Large as these figures are, the total dollar

amount probably understates the actual tota because the information

necessL.y to determine precise unmet need for many of the various types

of students is unavailable, incomplete or involves conjecture In addition

the unmet need in this study applies only to those who were known appli-

cants and/or recipients of student financial aid.

Because the findings of this study may form the basis for state policy

and budgetary decisions, the researchers chose to focus primary analyses

on t'ose student categories for which there is complete and reliable data

and which are of policy significance. As will be shown, the students in

these categories have aggregate amounts of unmet need that are large. But

the extent of unmet need was not the criterion for detailed analysis,

rather, the criterion was the reliability and policy significance of infor-

mation for resident, full-time undergraduate students with unmet need who

attended the same institution for the full school year. These students

comprise about one-fourth of the total on the MAF. This means that this

group is not to be necessarily construed as necessarily representative

of the total group; they are not a random sample of the larger group,

simply a segment which is of policy importance and where minimal conjec-

ture on unmet need calculations exist. Therefore, allocation patterns

of student aid and unmet need distributions should not be assumed to be

reflective of the entire group of aided students.

15
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To reach this group of students, several decisions were required

First, ne decision was made to arbitrarily exclude all students

who were calculated to have less than $200 of need from the analysis on

the grounds that this amount, while certainly not trivial to many

students, is not an insurmountable problem for almost all students.

Thus, while these student's records were included in the MAF, they were

not part of this analysis. This decision allowed the researchers to

reduce the costs associated with computer analysis and concentrate on a

presumed at risk" population.

Second, students included on the MAF because they were originally

part rf the CSS file, out who were non-residents and not recorded as

having received aid at a Washington postsecondary educational institution,

are on the MAF but not included in the analysis. These prospective stu-

dents, while indicating an interest in a Washington institution, do not

represent a policy significant group in a study of unmet need.

Third, the approximately 20,000 Washington residents applying for

aid but for whom no aid was reported are of policy significance. However,

further research is needed on the extent that lack of student aid pre-

vented prospective students from attending; the extent to which some

financial aid (most likely Guaranteed Loans) was received and not reported;

or the extent to which these individuals att noed school out of state.

Until this is done, considerable elements of conjecture on the extent of

Inmet need exist. Once a representative core of non-aided students can

)e established, however, profitable in-depth analysis can be conducted.

Fourth, all non-residents receiving aid were excluded since there

may be a question as to the appropriateness of their unmet need being

a problem for the State of Washington. However, their unmet need and

the financial aid they received is included in the aggregate study

Fifth, the proprietary and vocational-technical institute (VTI)

sectors were excluded because of both under-reporting and substantially

different rates of reporting by these institutions in the two years

covered by this study.

16
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Sixth, those students for %horn no or negative unmet need was shown

were excluded because of probable revisions to financial circumstan '-es

subsequent to initial filing of FAF information and since the intent of

this study is to examine unmet need and not need which has been met.

Seventh, all non-undergraduate students (unclassified, graduate/

professional) were excluded from the opening discussion because of (a)

their inelgibility for many forms of aid, (b) the unknown extent of

interaction with graduate assistantships; and (c) questions of self-

exclusion suggested by the small number of students (under 2,000) In the

category.

Eighth, only toll-time students were included in the initial dls-

cussiJn on the pnilosolhical premise that the marked demographic

differences and finarxial situations of part-time students render

them somewhat incomparable with full-t.me students for analysis

purposes. In addition, a major question exists as to the extent student

financial aid should be responsible for assisting with the non-direct

costs of attendance for part-time students. Of further concerr is the

extent to which they were "part" time for purposes of accurate cost calcu-

lation. Therefore, while this group of resident undergraduate students

is or policy significance, too many questions exist to include them in

the area of in-depth analysis.

Finally, the large number of students (approximately one-eighth

of the total MAF records) who did not receive aid for the full academic

year at the same Washington institution were treated as a separate subset

in the discussion because of difficulties of accurately estimating unmet

need based on costs incurred at different colleges during differing

terms (semesters versus quarters). Findings for these students will be

discussed later in some detail because of important policy implications.

Having "peeled off" layers of student records comprising more than

three-fourths of the total MAF, the core group that remains will now be

described and their unmet need will be analyzed. This group of students

(hereinafter denoted the "core group" for purposes of brevity) are those

who were full-time, Washington -esident undergraduates at the same

17
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TABLE I. Levels of Unmet

1983-84.

Master Analysis File
All Students Witn Greater

Need Master

1982-83

Analysis File

Unmet Need

to Core Group,

1983-84

1982-83 and

Unmet Need0 Students I Students

Than $200 Financial Need 73,373 $266,390,000 76,462 $277,645,000

Non-WA Residents - Not Aided 6,6h2 $ 43,169,000 6,383 $ 44,245,000

WA Residents Reported As Not
Aided but with G5L's * 1,916 $ 5,147,000 2,059 $ 5,505,000

Adjustment in Calculation of
Need for Part-Year Students $ 23,924,000 $ 26,088,000

Adjusted Total 64,815 $194,150,000 68,020 $201,807,000

WA Residents - Not Aided 17,397 $ 80,126,000 18,314 $ 90,069,000
(Subtotal) (47,418) ($114,024,000) (49,706) ($111,738,000)

Vocational - technical

Institutes/Proprietary 2,620 $ 13,449,000 1,810 $ 8,164,000
(Subtotal) (44,798) ($100,575,000) (47,896) ($103,574,000)

Aided Students Without Unmet
Need 6,996 -o- 7,900 -0-

(Subtotal) (37,802) (5100,575,000) (39,996) ($103,574,000)

Non-WA Resident Aided
Students 5,808 $ 25,108,000 4,307 $ 17,221,000

(Subtotal) (31,994) ($ 75,467,000) (35,689) ($ 86,353,000)

Unclassified, Graduate and
Professional Students 1,177 $ 4,133,000 1,617 $ 5,304,000

(Subtotal) (30,817) ($ 71,334,000) (34,072) ($ 81,049,000)

Part-Time Students 2,894 $ 11,933,000 3,041 $ 13,449,000
(Subtotal - Full Time
Resident Undergraiites) (27,923) ($ 59,401,000) (31,031) ($ 67,600,000)

Part-Year Students** 9,402 $ 13,908,000 10,263 $ 14,757,000

Core Group - Full-Year
Students 18,487 $ 45,493,000 20,768 $ 52,843,000

* Supplementary WSLGA report indicates 1,916 students in 1982-83 received $5,147,000 in
leans and 2,059 students received $5,505,000 in 1983-84. Amount of these loan* not
included in MAF.

**Analysis of "part-year" students reduces unmet need from $37,832,000 to $13,908,000
in 1982-83 and from $40,845,000 to $14,757,000 in 1983-84. See page 35 for discussion.
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non-proprietary/VTI institutions during the entire academic year, with

unmet need and who received financial aid. The structure of the entire

MAF is indicates in Table I in which the number and total of unmet need

of each of the groups described above is disaggregated sequentially

from the grand total. The core group is shown in the outlined bottom

segment.

This core group (one-fourth of the total analysis group) for whom

full and reliable data were available may be likened to representing the

"tip of the iceberg" in unmet need in the State of Washington in 1982-83

and 1983-84. This is an especially appropriate analogy when one considers

that data on the unmet need of the remaining three-fourths of the MAF

tends to be underestimated.

The Core Group: Full-time resident undergraduate students attending full

year but with unmet need

In most respects, this group can be regarded as quite representative

of any large population of undergraduates enrolled in different types of

Publicly-supported and independent institutions. In 1982-83 the core

group numbered 18,487, the following year the count was 70,768. About

two-thirds of both year's core group was lower division (freshman and

sophomore), and the ratio of fermles to males ran about 55% to 45%.

About three-fourths were Caucasian; the next largest ethnic group was

"Asian/Pacific Island" which comprised just under 9% in both years.

There were smaller percentages of Blacks, Hispanics, and American/Alaskan

Natives in that order. Approximately half were in the youngest age bracket

(under 22 years) in both years, one-fourth were in the next older age

bracket (22-24), and nearly all the rest were between 24 and 34 years of

age.

The average unmet need in 1982-83 was $2,460, the following year the

average was $2,544. A major focus of interest for state planners and

decision - makers is the distribution of unmet need by sector or type of

college. These distributions are shown in Table II.

19
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As might be expected, the average unmet need is high for the inde-

pendent sector. In these relatively high-cost colleges, the level of

aid awarded is also high, but the unmet need gap remains large It is

interesting to note that the average unmet need declined for core group

students in the independent sector from 1982-83, but this was mainly due

to the significant increase in one reported average aid awarded between

these two years (from $4,336 to $5,422). The other sectors increased

their average aid for this group of students as follows between 1982-83

and 1983-84: (a) doctora' sector from $3,326 to $3,456; (b) regional

institutions from $3,054 to $3,093; and (c) community colleges from

$2,024 to $2,239. A further review of data for the independent sector

indicates that when all student aid recipients are included, there was a

slight increase in unmet need in that sector.

The most remarkable aspect of the distribution of unmet need among

the sectors is the high average for the relatively low cost Community

colleges. As will be shown in the later analysis which profiles high-

unmet need students, community colleges have a disproportionately large

number of such students. In general, a substantial number of community

college students differ from those in the other sectors in characteristics

that are directly related to high unmet need.

The distribution of unmet need in the core group by age and sex

delineates two clear patterns. As shown in Table III, females had higher

average unmet need than males in all six age categories in 1982-83, and

in four of the six age categories in 1983-84. Because of the preponder-

ance of females in the core group and their higher average unmet need, a

significantly greater total of unmet need for females 15 recorded in

both years In 1982-83, the total unmet need was $25,157,000 for females

compared with $20,326,000 for males; in the following year these figures

were $28,324,000 and $24,509,000 respectively.

The second pattern shows that there is a definite tendency for

average unmet need to increase by age category. For both males and

females in both years, there is a monotonic increase by age up to the

oldest (older than 39) category. For both sexes in 1982-83, and for

females in 1983-84, there is a decrease from the second oldest to the

oldest category. As indicated earlier, most of the core group students
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are underclassmen and ycunger than age 24, thus the average increases

are offset by declines in number of students in the older age brackecs.

In ',he case of females, however, the proportion over 3C is almost half

again greater than for men (15.6 to 10.4% in 1982-83 and 16.0 to 11.8%

in 1983-84) It is in these categories where unmet need is greatest;

probably due to the presence of dependent children.

Table IV shows unmet need by year in school and by ethnicity. The

year in school data show a dichotomy. Lower division students in both

years had a substantially higher average unmet need than juniors and

seniors. The figures were quite similar within upper and lower-class

divisions for both ;ears. The major reason is the higher levels of

borrow.ng common to upper division students.

As illustrated in Table IV, there was considerable variation in

the level of unmet need among ethnic groups. In both years, the

American/Alaskan Native students recorded a sdbstantially higher level

of unmet need compared with all other ethnic groups. There was, as is

true for almost all cross-classifications ln this study, an increase in

average unmet need from 1982-83 to 1983-84. Besides American/Alaskan

Natives, Black students also experienced a relatively high increase in

unmet need.

The final data set shown for the core group in this analysis is dis-

played in Table V. It is of interest to note the changes in both source

and types of student aid between 1982-83 and 1983-84. Both the federal

and state sources increased their totals over the two-year spar. The

total from Guaranteed Student Loans also increased very significantly,

by about half. Th, 'otal aid provided Washington studelts in this cate-

gory increased subsonti.''. '.um 55 million to nearly 69 million

dollars, and resulted more from the growth in number of awards than from

the moe_st increase in the average size of the awards. However, as is

shown in the other analyses, the average unmet need remained high and

also increased.
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TABLE 8 Sources and Types of Student Aid, 1982-83 and 1983-84

TYPE SOURCES

Federal

Total

State

$

Institutional

total

GSL

$

Other

Total $

Total

Total $Total $ Total $

1982 -83 !!9I (000) 8i9 t (000) 1±111 (1119) 1Y.9_1 lal Atia

Grants

_OAL01._

17.945 971 5.786 313 3.709 201 -0-

_100-

1.340 72

-OM/

28.780 1.557

Welk 5,187 281 2,060 111 2.776 150 -0- -0- 10.023 542
1.,
4. loan 6.102 330 -0- -0- -0- -0- 10,244 554 -0- 16.346 884

10181. 29.234 1.582 7.846 424 6.485 351 10.244 554 1,340 72 55,149 2.983

1983-84

Grants 21.418 1.035 7,316 352 5.438 262 -0- -0- 2,346 113 36.587 1.762

Work 6,156 296 2.288 110 2.047 99 -0- -0- -0- -0- 10.491 505

Loan 6.850 330 -0- -0- -0- -0- 14,998 722 -0- -0- 21.854 1.052

TOTAL 34,501 1.661 9,604 462 7.485 361 14.998 722 2.346 113 68,933 3.319
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Disaggregation of the Core Group Data for Further Analysis

The preliminary analysis indicated that the most powerful variable

for explaining differences in distribution of unmet need among students

was status as an Independent or a dependent student. To be specific, the

9,463 dependent students in 1982-83 hr..1 an average unmet need of $2,116

for a total of $20,028,000, in 1983-84 the average was $2,154 with a

total of $23,199,000 for the 10,770 dependent students. In contrast,

the 9,024 independent students in 1982-83 averaged $2,822 of unmet need

and a total of 325,465,000; the following year the 9,998 Independent

student. averaged $2,965 and had a total of $29,644,000. On the average,

the unmet need of independent students was one-third greater than that of

dependents in 1982-83 and 37 percent higher in 1983-84. This disparity

is discussed in more detail later in this chapter.

Because of the strong reliance on parental income in calculation of

family resources (typically a strong source of contribution for dependent

st, tents and absent for Independent students), analysis of family income

and family contribution distributions had to be disaggregated for meaning-

ful analysis. Tables VI and VII show the distributioh: cf family income

and family contribution separately for dependent and Independent students

in 1982-83 and 1933-84.

The strong relationship between distribution of unmet need and depen-

dency status is demonstrated in Tables VI and VII to have a joint inter-

action with both family income and family contribution. Table VI shows

that while the unmet need of dependent students is distributed fairly

evenly across the family income range, that of the Independent student

is concentratec at the lowest family income level -- well over 90% in

both 1982-83 arc 1983-84. This pattern, of course, reflects the fact

that for the dependent student, family income means that of his or her

parents. By definition, the independent student's family income is not

that of his or her parents. Rather, it is the student's alone plus that

of his or her spouse, if any. The result is (a) much higher levels of

unmet need for independent students compared with dependent students (a

difference of around $200 in 1982-83 and around $900 in 1983-84), and

(b) concentration of nearly all of the independent sty., nt's family

income below $6000.
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With respect to family contribution, the interaction effect is still

strong, but not as strong as for family income. Note in Table VII that,

once again, levels of unmet need are considerably higher for independent

students than for dependent students across the entire range of family

contribution. Note further in Table VII that, in contrast to family

income, the distribution of independent students is more uniform across

the range of family contribution; there is still a clusterirg effect at

the lowest range, but it is not near;y so pronounced. Comp-ring the

distribution of dependent and independent students across the family con-

tribution range, the former approximates more of a normal or bell-shaped

curve above the lowest category in both years, while the distribution for

independent students resemoles an opposite curve in both years (elevated

at both ends, depressed in the middle).

The "below zero" category in Table VII for dependent students is an

artifact of the need Analysis formulas, for the dependent student

family resources can be so low that a negative contribution is quite

possible. For the independent student, of course, the student is the

family, so there is no transaction possible below zero since there is

no "second party" involved. However, for the purpose of this study all

negative family contributions were set to zero and this element has no

effect on the unmet need calculations.

Analysis of Exceptionally High Unmet Need in the Core Group

The analytical approach used throughout this study was to display

the distribution of unmet need according to categories of key variables

such as age, ethnicity, family contribution and so forth. As the ele-

ment of dependency and independency was explored it became of interest

to apply a different perspective in the analysis of student character-

istics. A special analysis was performed to delineate a "profile" of

students with high levels of unmet need. In order to sketch this profile,

all students with an unmet need of at least $4000 were separated from the

core group, and the distributions of several key variables were determined.

ells analysis revealed .nat the profile of the high unmet need student was

essentially similar for both 1982-83 snd 1983-84. Therefore, the follow-

ing description applies generally to both years.
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I i 0



106

The 6,583 high unmet need students (3,049 in 1982-83 and 3,534 in

1983-84) were not distributed equally across the institutional sectors

Nearly half (3,187) were in the community college sector. The others

were distributed, in descending order, among the independent, regional

and doctoral sectors. Just over two-thirds of these students were lower

division, with the sophomore class being somewhat larger than the fresh-

man class. The students with high unmet need did not differ markedly

from the remainder of the core group in ethnicity, but were more predomin-

antly female (58%), and definitely included a higher proportion of students

over 25 (especially females). One-half (49.8%) of high unmet need students

were 25 or older, compered with only one-fourth of the core group. But of

all the vane es used in developing this profile, dependency status was

the most definitive. Nearly three-fourths (72.5%) of high unmet need stu-

dents are independent, and the distribution of family income and contri-

bution are consistent with their status as independent of the resources

of their parents.

A summary delineation of the composite profile of the "typical" high

unmet need student would suggest that she is older than 25, enrolled in a

community college as a sophomore, end, as an independent student, hs a

low family income and receives little or no support frrm her parents. As

will he suggested in the following analysis, it is lso quite likely that

she has at least one dependent child.

The above profile and other analyses of the Influence of dependency

status on distribution of unmet need in the core group suggested that the

strong influence provided by dependency status could be enhanced by split-

ting the independent students into two categories. This dichotomization

reflected the conviction that independent students were generally of two

main types, (a) students emancipated from the parental family, usually

older than the typical dependent student, but with no dependents of

their own, and (b) students with the responsibility of dependent chil-

dren. The latter group could be assumed to have heavy costs of child

care, little prospect for additional income from employment because of

the parenting responsibility, and a very substantial unmet need gap.
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Two tests were made of this supposition, (a) the core group was

divided into three categories Dependent, independent with children,

and independent with no children, and (b) d parallel analysis was per-

formed for students who attended the same institution only part of the

academic year. The results of the first of these analyses are discussed

in the following section.

Analysis of the Core Group's Unmet Need by Dependency Status

The initial Table (No VIII) in this section displays the remarkable

power of dependency status in differentiating levels of unmet need.

Students who are in the independent status with at least one child

are very sharply distinguished from the other two categories by both

the average levels of unmet need and also by the distribution. The

overall average for independent students witn children is nearly double

that for the dependent and independent with no children groups. Further-

more, while the latter two groups are concentrated at or near the lowest

end of the distribution, independent students with children are skewed

toward the higher ranges. The largest number for any category in both

years for such students is in the $5000 - $7500 category: conversely,

the smallest counts in both years (with the exception of one low cate-

gory in 1983-84) ara in the two lowest categories (below $2000).

It is of interest to the state's policy makers to determine the

type of postsecondary institution in which the high-unmet need "Indepen-

dent with children" students are enrolled. Table IX reveals strong

variance in distribution of the three dependency status groups among

Washington's postsecondary sectors.

The dependent students are distributed with remarkable uniformity

among the four sectors, however, there is considerable variance in

average levels of unmet need. As might be expecteo, those in the higher

cost independent colleges have the highest level of unmet need in both

years. Fewer of the "Independent with no children" students were in the

independent colleges (there are about three times as many in the community

colleges) but, like the dependent students, their unmet need levels were

higher in these non-public colleges. The "Independent with children" dis-
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TARE VIII Distribution of Unmet 11.4 by Dependency Status, 19112-83 4nd 1983-84

41000 - tinder $11831 - 2000 42001 - )000 $3001

1912-13 Ureiet Need

45001 7500 Above 7500
ALL AVERAGE

4000 14001 5030

Status )(000) 8i000l r woo) r 8(000) F. 9(000) ;(000) N. soap) N.
8(000) X

Dependent 1.246 2097 4,791 3205 5,454 2218 3.623 1060 2.130 479 1.729 297 939 9
19.918 9453 4 2107

Independent
0/c61ldren 176 352 567 379 1.127 450 1.667 475 1.832 411 3.974 646 3.417 303 12.755 3096 4120

Independent
0/0 children 490 1815 2.364 1616 2.447 1012 2.625 759 1,433 323 1 817 302 1.093 111

12.821 5938 2159

00

1983-84 0nnet Wed

$1000 - 010r 81001 2000 12001 - 3200 43001 4000 14001 5000 $5001 7500 Above 7500
ALL 4118486

li 4(000) lif 4(000) " 4(000) 1 hcnoL 4 4100_01 x E00°_7_ _

Dependent

_10_01,40

1 186 2137 5.113 3395 7.094 2883 4.858 1427 2.364 535 1.709 291 643 69
22.972 10737 1 2139

Independent
...I, loom 202 373 674 456 1.195 477 1,707 493 1,484 331 4 226 680 4.777 523 14 264 3333 4280

Independent
0/0 children 926 1718 2.871 1916 7 842 1153 2 768 806 2,526 574 2 542 420 1.132 15,407 5698 2330

N n mbar of students
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tribution is by far the most remarkable of the three groups. About

60 percent of all such students in both years were enrolled in the community

colleges. It is well known that the community college student population

tends to be more diverse and somewhat older than that in other types of

colleges. However, these data are quite unique and valuable in showing

so very clearly the concentration of high-unmet need students who are in

the "Independent with children" status in these two-year "open-door"

colleges. Obviously, these colleges are serving such students education-

ally, but is the financial aid system serving them effectively?

One would expect from the distribution shown in Table IX that this

target group of high unmet need students will perforce oe concentrated

at the freshman and sophomore levels. Table X bears out this expectation.

At this point in the analysis, the researchers became intensely

interested in the personal characteristics of the three dependency status

groups. Accordingly, the final three tables in this section discussing

the core group displays their distributions of ethnicity, sex and age

in Tables XI, XII, and XIII, respectively.

7aken together, these tablcs show that the three dependency status

groups are distributed quite evenly among the ethnic groups. And this

is true of the uniquely interesting "Independent with children" group

also; evidently this group with its exceedingly high unmet need level

knows no social or ethnic barriers.

However, it is equally clear that the "Independent with children"

students are more than twice as likely to be female than male, and are

nearly five times as likely to be older than 24 years of age. Contrast

the latter statistic with the distributions in Table XIII which show

almost an opposite tendency for dependent students, and a strong skewing

toward the under 29 year-old categories for the "Independent with no

children" group. These findings are of particular policy significance

in view of general trends for older females to enter fur return to) higher

education and in relationship to an overall older service pattern among

institutions; particularly community colleges. As we will see in the next

section, it is also the "Independent with children" group which is most

significantly represented in the "partial year" student category.
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Tall( is 0130116utIon af Unmet nned by (ependency Status And Sector. 1982-83

and 1983-84

Sector

(*Pendent
Students ,Iy_sa

Doctoral 2414 1797

Reglonal 2059 1726

Independent 2580 2898

Co.. Coil 3400 1895

Dependent

Sector 4 Students 4121

Doctoral 2691 1918

Regional 2424 2029

Independent 2894 2551

Com COI 2726 2020

1982-83

Independent Independent

. /children w/o children

Students Avg $ I Students 411f

2)9 2816 1474 16)2

458 1)54 ..J9 It 1

201 4358 747 3)10

2198 4399 2158 2355

1983 84

independent Independent

. /children 010 children

I Students Alif Students lett

239 34)9 1489 181'

490 1843 1703 2173

',9 4472 8/. 3030

2)75 4416 2615 2492

3A4tI I
Dist-lbutIon of Unmet heed by Dependency 504004 and Year In 5.hool.

1982-81 and 1983-84

1982-83

Independent Independent

fear In Dependent . /061 dren 4/0 children

School 0 Students RAS I Students 82.1f 4 Audents 119.S

Freshman 3363 2191 926 4630 990 2528

SopMmore 3174 1984 1484 4162 1839 2208

Jurwr 7594 2145 302 1440 11154 2013

Senor 1)22 2140 384 1260 1925 2012

1983-84

Independent Independent

Year In Dependent to/children io/o children

School I Students 1,5L1 I Students hit 1 Students Avg 5

Freshman 3799 2156 1029 4476 1333 2665

Sophomore 3565 2080 1542 4351 2163 2324

Junior 1826 2183 328 3768 1205 2232

Senior 1547 2185 414 3923 1997 2172
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14811 II tbstrIbut ion of Unmet Need by Dependency Status and Ethnicity. 1988-13

end 1083 84

1982-81

It,nlot,

Dependent
I Students Avg $

Independent
g/Children

I Students 111/1.1

Independent

ot/o children

Students 415L1

Blatt

neer, can/

391 2280 176 1886 291 2158

Alaskan hatIve 146 2205 143 4056 144 2424

Atian/Pac 1.1 714 2053 210 4614 647 2080

Hispanic 263 1928 102 3490 '42 2268

CJACASIAM 7218 2122 2276 4076 4072 2171

198344

Independent Independent

Dependent /children w/o children

Students I Students Avg $ / Students IL/9.1

Black 395 2135 204 4664 356 2924

Nericant
Al aaaaa Native 187 2160 176 4824 156 2466

As ian/Pac 1,1 852 2197 178 4702 766 7072

11ispanIc 319 2230 110 3691 163 245:

Caucasian 8208 2128 2506 4182 (622 2310

14/120 901 Distribution of Unmet liftd by Deperidefty Status and Sex. 1982-83 and

1983-84

1982-93

Dependent

Independent
w/thildron

Independent
w/o children

Se. I Students heel Students As 6 I Students Avg $

1141e 4624 2126 937 4005 3289 2114

fruit 4927 2090 2158 4166 2648 2215

Dependent

Sell . Students Avg $

Mile 5091 2770

female 5645 2112

1961-81

Independent
w/thildren

I Student. Avg S

7039 4540

2293 4163
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T481E 1111 DstrIbution of Unmet Need by Dependency StOut 4nd Me, 1962-83 Ind

1913-84

1982-83

Ste

22

Dependent

I Students top l

2099

Independent
. / children

I Studentl Lei!

Independent
w/o children

0 Students 191

7611 193 4420 1475 2251

22 - 24 1637 2113 378 2823 2168 2070

25 - 29 150 2380 957 4053 1481 2140

30 14 22 1909 772 4119 CM 2179

35 - 39 18 3055 457 4374 144 2597

39 15 1533 339 4236 183 2235

1983-PA

IndePandent Independent

...It . /children w/o children

4 St4dents Ora I I Student, 4e9 9 4 Students

.e 22 8522 2113 156 4513 1680 2324

22 - 24 1918 2227 412 4175 2317 2230

25 - 21 212 2269 1019 4012 1616 2223

30 34 34 2265 898 4230 535 2460

35 - 39 .. 10 - 401 4566 198 2177

39 44 2750 387 4777 352 3398

1 1 7
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Resident Undergraduates Who Did Not Receive Aid for the Full School Year

lPartal Year Students,

This croup represents approximat.ly one-third of the total full-time

resident undergraduates receiving student financial aid who had remaining

unmet need (in 1982-83, 9,4U2 of 27,923 s:_ddents. or 33.7%, and in 1983-84,

10,268 of 31,031 students, or 33.%). Thes. students did not receive

financial aid for the full school year. It is not known from the data

which are available whether these students actually attended for less

than a school year ur which terms they attended. The data base indicates

only the number of terms in which financial aid was provided and used.

however, in view of the high average unmet need of this group (even on

the adjusted basis which will be discussed shortly) it is likely that

most of these individuals did not complete the full school year. There-

fore, in further discussions we will use the shorthand "terms attended"

in lieu of "terms in which aid was received."

The unmet need of this group presents one of the more difficult

qlements of this analysis since it can be logically defined and expressed

in two ways. First, if one assumes that all of the students in this

group planned to attend a full school year, maintained good academic

standing and that the only reason for not receiving a full year's finan-

cial aid was because of inadequate student aid, then (a) need and indi-

vidual/family resources should be calculated on a full year basis and

(b) the partial year financial aid should be deducted from total need to

determine unmet need. On the other hand, if one assumes that all of the

students in this group dropped out or stopped receiving financial aid for

nonfinancial reasons, (e.g., poor academic standing, personal choices,

etc.) then (a) need and individual/family resources should be calculated

only for the period aid was received and (b) the partial year financial

aid should be deducted to determine unmet need. For the purpose of this

analysis, the most conservative approach (the second alternative) was

selected. In this process, student costs and family contribution amounts

were reduced by two-thirds if a student received aid in only one academic

quarter, reduced by one-half if aid was granted in only one semester, and

by one-third if received for two academic quarters.
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Tne following is a comparison of the two approaches to calculation

of unmet need'

TOTAL 1982-83 Unmet Need 1983 -B4 Unmet Need

Full Year Calculation $37,832,000 $40,845,000

Partial Year Cal. .ion 13,9 8,000 14,757,000

Difference ($23,924,000) ($26,088,000)

PER STUDENT

Full Year Calculation $ 4,011 $ 3,980

Partial Year Calculation 1,479 1,438*

Difference ($ 2,532) ($ 2,542)

When students whose need was fully met or whose aid exceeded the arti-
ficially recalculated "need" are excluded, the average unmet need was
$1,740 in 1982-83 and $1,705 in 1983-84.

Both the data and the nature of the assumptions indicate that both

of the calculations are wrong to some degree. The truth evidently lies

between the two extremes. The fact that the arbitrary recalculation

placed a substantial number of these students into an apparent over-award

status is a clear indication of the conservative nature of the "partial

year as:limption." In this context then, the extent of the unmet need of

this group is between $14.8 and $40.8 million in 1983-84. Further review

is needed to establish more specific assunptions about this group and the

extent to which unmet need affects their ability to stay in school.

On a preliminary basis, it is evident that the degree of unmet need

for this group is greater -- for the terms they did receive aid -- than

those who persisted through the year. By calculating the total need of

partial year students using both the full year and partial year methods

discussed above and contrasting the results, we can determine that the

average partial year student attended 50 percent of the school year, e.g.,

one semester or one and one-half quarters. Two calculations, one of the

whole group and one of the subset of independent students with children

were made for 1982 -B3. Both were within one percent of the 50 percent

relationship (49.7 and 50.8 percents). Using the 50 percent attendance

with aid assumption, the 1982 -B3 unmet need of the partial year students
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was 20 percent greater than those receiving aid the full year. In 1983-84,

the disparity was somewhat less (13 percent).*

It is interesting to note that the reduction in the aid disparity

parallels a modest reduction in the proportion of aided undergraduate

residents receiving aid for a partial year (33.7% in 1982-83 to 33.1% in

1983-84). While certainly not conclusive, this relationship provides some

Indication that more adequate student aid assists in retention.

As in the case of the core group, a further review was conducted of

the three subcategories. dependent students, independent students with

children, and independent students without children. As is shown in Table

XIV, the group most greatly affected by high unmet need are independent

students with children. In addition, these individuals have a substantially

(about 10 percent) higher unmet need than their counterparts who attended

the f411 year. It is significant that this group demonstrates the lowest

persistence (when measured by the number of terms in which aid was

received) of any of the groups studied. 55 percent of the 6,080

aided undergraduate residents with chile eceived aid the full year.

This compares with 65% of independent scuaents without children and 74%

of dependent students.

A parallel analysis with the core group was performed with the partial

year students, but in accordance with the focus in this report on the core

group, the tables dispiaying the unmet need of the partial year group, cross-

classified by key variables, are included as Appendix Two. These tables show

the distribution of unmet need by dependency status separately by institu-

tional sector, year in school, ethnicity, sex and age, respectively and

parallel Tables IX through XIII,

In general, the partial year studen.: tended to be subctantially older

than t,e core groin,. In addition, there was a slightly higher percent of

females, minorities, and lower division students in the partial year groLp

than its reflected in these attending for the full year. Overall, aside

from the factors of high unmet need and the existence of children previously

noted, the largest descriptor of partial year recipients was attendance at

Calculated Full Year Equivalent Average Unmet Need
1982-83 Partial Year $?957, Full Year $2460
1983-84 Partial Year $2876, Full Year $2544
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11000 Under 11071 - 2030 12001 - 3000
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a community college. Of the total Full time students .eceiving financia.

aid, 45 percent attended community colleges. However, only 37 percent of

the core group ( students aided for the full year) attended community colleges

while 60 percent of the partial year group were community college students

As in the case of the core group, the most policy sensitive group within the

partial year students are older students, predominantly female, attempting

to start or continue their education in a community college.
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4. SUMMARY

Prior to this study, the Council had already established the exist-

ence of a substantial gap between the total financial resources (including

financial aid from all sources) available to students and the total amount

needed to meet college costs. This gap is termed unmet need. The present

study was designed to determine the components of that gap, the difference

among students in the amount of unmet need, the characteristics of students

at differing levels of unmet need, and the relationships amo variables

that seem associated with such differences.

DJe to decreases in federal support of student financial ,d (about

20 percent in 1980 adjusted dollars over the past four years), and the

prospect of further, possibly steeper, declines, the growth of unmet need

becomes a crucial factor in planning and management of postsecondary enroll-

ment patterns in Washington. The Council therefore initiated and supported

what is probably the most thorough large-scale study of unmet need at the

state level conducted to date.

The study staff adopted a very conservative approach to the data, and

focused intensive analytical efforts on only that portion of the total

data sets which comprised completely reliable information about student

finances which also had significant policy implications. The students for

whom such data .ere available wer esident full-time undergraduates

attending the same instituti.n. fry the full school year. These were termed

the "core groLo" of whom there were 18,487 in 1982-83 and 20,768 in 1983-84.

The total amount of unmet need for these students was $45,493,000 and

$52,843,000, respectively for an annual per student avoage of approxi-

mately $2500. That this approach was most conservative is underscored by

comparison with the total set of student records ivailabl cor analysis

in each of these two years In 1982-83 there were 73,373 applicants or

students with a total of $266,390,000 unmet need, the following year

76,462 applicants or students had a total of $277,645,000 unmet need

The core group thus represents only the "tip" of the unmet need "iceberg."
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Painstaking analysis of the core group da.a yielded many interesting

and significant findings. Among the most sal,ent of these are the follow-

ing:

1. Unmet naed represents a large and growing gap between costs ar.d

re urces for an increasing nuAber of postsecondary students

in Washington.

2. Unmet need is by no means spread uniforml Imong students. For

some students the gap is .o large that it can be logically sur-

mised to be a deterrent to timely completion of programs, the

ability to stay in school, or to return if discontinuance is

necessary.

3. The notable variance In background characteristics of students

according to differing levels of unmet need suggest that target-

ing of amelloratte strategies could effectively offset the

worst effects of unmet need. This study went far In rdentifyIng

the types of students who seem to be impacted most severely.

Additional research was conducted on the group most closely related

to the core group; resident full-time undergraduates not completing the

academic year. It was found that this group had a somewhat higher level

of unmet need, was older and consisted of a higher proportion of females,

minorities, and community college students than the core group. This

analysis indicates that consideration of special target,ng strategies to

address the "stop-out" - "drop-out" phenomenon is warranted.

As documented in this report, the study yielded many highly signifi-

cant findings, .everal of wh ch suggest possible policy responses by

state government. Indeed, the study was successful in providing data

useful to decision-makers. But, as with any intensive research effort

on a complex social and economic phenomenon the effort uncovers not

only useful and definitive findings, it also reveals additional intri-

guing avenues for further, perhaps even more significant research.

For example, and perhaps of even more pointed policy significance,

the study could not encompass analysis of an extremely important group,
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namely, those who applied for aid but for whom no aid was reported.

Who are they? Why did they not receive aid? Was it because they were

prevented from even enrolling in a Washington college or university

because of an extensive unmet need gap? In-de; th analysis needs to be

conducted on this group.

Similarly, in regard to those who only attended part of an academic

year, was their ,ersonal unmet need gap a reason, or perhaps the main

reason. for their inability to complete the full year? For how many,

and what kinds of students, was this true? To what extent were academic

and personal, non-financial, factors involved?

In addition, for those students completing the year, what strategies

did they use to cope with unmet financial need? What effect, if any, did

it have on choice of academic field or ability to continue in future

years? Although the two-year span of data (1982-83 and 1983-84) allowed

only very limited trend analyses, the following topics are of future

research Interest: (a) Down-shift: Do students with high levels of

unmet needs shift to a lower cost institution significantly more than

others? (b) To what extent does unmet need vary over time by socio-economic

background; do students from the lower-middle income levels have higher

levels of unmet need because of lowered packaging and higher eligibility

requirements as compared to high need, low-income students? Do shifts

to independent status occur among high need students more often than among

low-need students?

It would be tempting to reach specific conclusions solely on the

basis of this review. However, all of those involved in this study are

aware that further follad-up analysis is needed to determine the extent

to which the provision of adequate student aid would affect an apparent

heavy stop- or arop-out pattern among certain groups of students. Of

immediate concern are individuals with dependent children, primarily

older female students. The study clearly demonstrates that special

needs exist in this area and that none of the existing student financial

aid ,irograms makes special provision for the unique needs of this group.
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APPENDIX ONE

TECHNICAL NOTE

This Note describes the technical processes and definitions used

in developing the Master Analysis File (MAF).

Data File Creation.

As indicated in Chaoter Two, the sources of data for the MAF were

tF Council for Postsecondary Education's Unit Record Report (URR) and

the College Scholarship Service (CSS) data tape containing information

supplied by applicants (both Washington residents and non-residents)

for financial aid at Washington institutions. Table A (attached)

reflects the record layout of the MAF.

The MAF was created using a COBOL program. The two input files,

CSS data and URR data, were compared. If a match, based on social

security number (SSN) was encountered, both input records were used to

construct the MAF. If a match was not encountered, the record with

the lowest SSN was written to the MAF, a new record read in, and

another comparison made. The MAF, therefore, contains records with

only URR data, only CSS data, and matched CSS and URR data.

The following are descriptions of key indicators used in the

determination of Financial Need and Unmet Need:

Total Costs: Total costs are the total institutional tuition and

fees for the nine month academic year and an institutional maintenance

budget for living expenses, books, and so forth. For the student who

attended a Washington institution full-time for the full academic year

and received aid, these calculations were rather straightforward deriv-

ations from existing data sources. First, the URR institutional codes

were matched to tuition and fee schedules for the student's institution

and level of enrollment (e.g., undergraduate, graduate, professional).

Then standardized allowances for student expenses under the various pos-

sible living arrangements were built in. Living arrangements were a

function of two factors. Living with parents versus living on campus or

in off-campus housing. The number of people dependent upon the student
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was added as the final ingredient necessary for computing the living

arrangements costs. In summary, the necessary ingredients for computing

total costs were (1) the institutional tuition and fees for the level of

enrollment, (2) the number of dependents, (3) whether or not the student

was living with parents, and (4) the nine month maintenance budget fit-

ting these circumstances. When the student had no URR data, total costs

were computed using first choice institution data and stated intentions

concerning living arrangements. Sample 1983-84 budgets for a single,

full-time, resident student, living on campus or in an apartment were

State
University

Private
University

Community
College

Tuition A Fees $1,308 $5,664 $ 581

Room and Board 2,505 2,505 2,505

Books and Sipplies 350 350 350

Personal Expense (includes
medical and dental) 975 975 975

Transportation 700 700 700

TOTAL $5,838 $10,194 $5,111

In the case of less than full time students, a separate review deter-

mined that the great majority receiving financial aid were enrolled for

nine or more hours but less than twelve. Since, at most public institu-

tions in Washington, full fees are assessed at ten hours, full tuition

was assumed. When a student was apparently enrolled for less than a

full year, a special data manipulation was necessary. That process is

described in Chapter 3.

Student Resources The calculation of student resources assumed a

zero level of summer savings as opposed to any level assigned by an aid

officer or by CSS calculations. The student's contribution used in the

study was the sum of the student's contribution from income and the

student's contribution from assets as computed according to the Uniform

Methodology system of needs analysis as --7orted on the CSS Financial

Aid Form Needs Analysis Report 'rA' ,n all other aspects, the cal-

culation of student resources ,.entical to that represented on the

URR.
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Parental Contribution The study allowed no negative p.rental con-

tributions to be employed. All negatives on this item were set to zero.

In all other aspects, the expected parental contribution data will be

identical to that reported on the FAFNAR, if FAFNAR data were not avail-

able, the parent contribution figure from the URR was used.

Non-aided Students with less than $200 of Need Students in the MAF

with only CSS data (no URR data) who had a calculated need ,f less than

$200 were excluded from further analysis in the study.

Total Student Aid. This data item was constructed from available

URR data items which provided the aid received by students by each pro-

gram. For those students having no URR data, Total Aid was set to zero.

Unmet Need: Once the above calculations were made, the calculation

of raw unmet need was straightforward, following Formula II. The study

employed two inuicators of unmet need, however. Raw unmet need is as

described in Formula II. A revised unmet need indicator was constructed

also, however, to facilitate certain calculations and data presentations

The rev sed indicator was constructed setting all negative raw unmet need

values to zero. This manipulation served two purposes. First, it facili-

tated straightforward data presentation on a complex public policy topic.

In some instances, the revised indicator was superior to the -aw indicator

in discussing significant financing issues. Second, it allowed superior

calculation of ratio and proportions. Two indicators that were constructed

and used in the analysis were the proportions of Total Need and Total Costs

taken up by (revised) unmet need.

Merging the Files to Ensure Discrete Data. As described briefly in Chapter

Two, a match and merge routine was followed to ensure that there were no

exact duplicate records and that all records on either or both the URR and

the CSc tapes were included. Social Security numbers were used to match

and merge. It was assumed, however, that there would be duplicite social

security numbers but different institutional codes as well as aid received

information. In this case, the duplicate social security numbers with

different following data were retained in the URR file. For duplicate

student files in the CSS file, a check was made to see if the particular

file was revised, and, if so, the latest revised file was used and the
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original, or earlier revision, was deleted. When the URR and CSS files

were merged, duplicate social security numbers occurred only if the student

received aid from two different institutions. If such was the case, a check

was made to see if the total number of terms aided rom all institutions

was greater than four quarters or three semesters, or the equivalent. If

that were the case, the parcicular student record was printed to an error

file and reviewed. In all other cases, the tuition and fees for the parti-

cular institution attended was computed based on the number of terms aid

was received at that institution.

file Specification.

CSS - Record length = 1880

Records were sorted by social security number in ascending order.

Storage medium - magnetic tape.

URR - Record length = 120

Records were sorted by social security number in ascending order.

Storage medium - 3380 disk with 'Ack-up on magnetic tape.

MAF - Record length . 255

Storage medium - 3380 disk with back-up on magnetic tape.

50

129



125

TABLE A

tICOlO Le704/ WOletSIWT

ft centnle

ere. imam/

MOM

17 mn cemtI

from laden.

1

LAYOUT

,,C

1

WOMISPIII77

ndI Gross

Incoar

!

rouS
n4s

J.ns

-r
ser L u, r.

Parent I.(

Seenteeent

Stelent

.tlent,Ce
Ins nsaets

L21,... 1

E77,tTote

Income

Panent

keel

Pear

Parent

(net 1butiea

for Student

A.

57-353 0-86 5

51

i i- 1-1.1- I 1 1 l .1,1! L.__1!!1_1!1_1r

lou
BEST COPY AVAILABLE



126

APPENDIX TWO

APPENDIX '4338 A
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APPENDIX TABLE C
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1P164014 TABLE I
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SUPPLEMENTAL STATEMENT OF BRENT A ORRICO, SENIOR VICE PRESIDENT,
WASHINGTON MUTUAL SAVINGS BANK, SEATTLE, WA

At the direction of Chairman Ford and in response to questions raised at that
hearing on the reauthorization of the Higher Education Act, held July 22, 1985 in
Seattle, Washington, I provide the following additional information.

At issue is the policy of the Special Allowance paid to lenders who disburse guar-
anteed student loans on a multiple issue basis. Because the dynamics of this process
allow these lenders to retain the use of undisbursed proceeds while, at the same
time, being paid interest at the market rate, the lender effectively earns a yield in
excess of the stated Special Allowance. The question, therefore, is posed as to wheth-
er the costs incurred by the federal government due to this "multiple disbursement
effect" are justified in light of the yield requirement of lenders and the other bene-
fits generated from the multiple disbursement process.

In this response, I will demonstrate that, under the lending strategy used by my
bank, the yield enhancement gained through the multiple disbursement effect is
critical to our profitable participation in the guaranteed student loan program. The
data provided here indicate that our net income, after cost of funds and operating
expenses, would be reduced 60 percent if interest were paid on outstanding balances
only

For the twelve months ended June, 1985. Washington Mutual Savings Bank was
the leading GSL lender in the state, originating $17,093,762 in guaranteed student
loans During that same period, the Bank disbursed $16,602,321 under its multiple
disbursement procedure, resulting in an average outstanding balance of $7,757,523.
For the fifteen months to end September, 1985 the average outstanding balance of
these loans will be approximately $8.4 million.

Direct expenses for the operation of our guaranteed student loan department
were approximately $224,000 for the twelve month period, exclusive of loan losses,
general banking overhead and rent of facilities.

The Bank's average cost of funds during this period was never lower than the
three month treasury bill index rate. However, for purposes of this analysis I have
assumed sufficient funds are available for the GSL program at the treasury bill
rate. Therefore, I assume net interest income is equal to the 3.5 percent Special Al-
lowance rate.

Also, I have estimated the interest income to be accrued on outstanding balances
through September, 1985, when final sale of these loans is scheduled, without an
additional allocation of department expenses. This fairly represents the allocation of
costs between loans in process and those fully disbursed and awaiting sale.

Using the actual disbursement record shown in Exhibit 1, attached, we compute
that the net earned by the lender under the current multiple disbursement proce-
dure would total $369,195, or 4.37 percent of the average outstanding balance. If net
interest were earned only on the actual amount disbursed, this figure would decline
to 3.50 percent of the average outstanding balance, or approximately $283,000. That
is, 23 percent of our net interest income is derived from the multiple disbursement
effect

After allowing for operating expenses of $224,403, the net revenue is reduced to
$144,792. Hence, the multiple disbursement effect accounts for 59.3 percent of net
income.

An ancillary point to be drawn from our data supplied in Exhibit 1 is the fact
that loan application, commitments and disbursements are handled each month of
the year to accommodate the different school sessions and programs. Therefore, it is
not practical to assume that eliminating the multiple disbursement process would
eliminate, simultaneously, a significant amount of operating expense. Becaltge over
70 percent of our expenses are related directly to staffing which not seasonal, the
elimination of multiple disbursements reduces only some relatively minor clerical,
postage and filing expenses.

In summary, the multiple disbursement effect created by paying interest on loans
from date of origination serves to induce lenders to follow the more sound lending
practice of multiple disbursements as well as allowing the well managed lender the
opportunity to earn a return commensurate with its other lending and investment
opportunities. It is my opinion that elimination of the multiple disbursement effect
would induce lenders either to discontinue multiple disbursement processing, with
the attendant increase in the expected value of loan losses, or to reappraise the eco-
nomic validity of its GSL involvement given the budget and capital restraints exist-
ing today in our industry.
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EXHIBIT I -GSL INCOME ANALYSIS

Month loan amount loans sold
loans

outstanding
Actual

disbursments
Net loans

Interest earned

Net difference Department
expensesloans

outstanding
Net loans

1 393,500 393,500 260,757 260,757 1.148 761 387 17,572
2 2,345,500 2,739,000 1,316,407 1,316 407 1,989 3,840 4,149 16 973
3 2,732,400 5,471 400 2,53d " 2.534.107 15,958 7,391 8,,,37 16,306

3,384,250 8,855,650 3,928,982 3,928,982 25.879 11,460 14,369 23,511
5 2,186,100 926,768 10,114,982 4,812,332 3,885,564 29,502 11.333 18,169 15,332
6 1 463,950 11,578,932 9,377,107 8,450,339 33,772 24,647 9,125 17,923
7 1,510,275 13,089,207 10,864,482 9,931,114 38,177 28,985 9,192 26,984
8 917,544 205,435 13,801,316 11,445,811 10,313,608 40,254 30,081 17,172 16,881
9 768,750 14,570,066 14,860,211 13,728,00o 42,496 40,040 2,456 17,124
10 571,175 15,141,241 15,699,621 14,567,418 44,162 42,488 1,674 19,971
11 410,318 15,551,559 16,059,296 14,927,093 45,359 43,537 1.821 17,076
12 410,000 6,229,841 9,731,718 16,602,321 9,240,277 28.384 26,951 1,433 18,750
13 0 7,206,213 2,525,505 16,602,321 2,034,064 7,366 5,933 1,433 CA,14 0 2,525,505 16,609,321 2,034,064 7,366 5,933 1,433 I-4
15 0 2,034,064 491,441 16,6, Z,321 0 1,433 0 1,433

Totals 17.093,762 16,602,321 369,195 283,379 85,816 224,403

Critical indicators Average loans outstandng, 8.438 735 net interest incurred 369,195 average spread 4 37 net incornd 144 792, net interest multiple disbursment 85 816 multiple disbursement income as a precept of net 59 27
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STATEMENT OF SENATOR NITA RINEHART, CHAIR, WASHINGTON STATE SENATE
SUBCOMMITTEE ON COLLEGES AND UNIVERSITIES JULY 22, 1985

Mr Chairman, we are pleased that yJu are holding a hearing in Washington
State to discuss federal financial aid to students In 1979 Washington State's portion
of all financial aid programs (excluding loans) in the State was 11.6 percent and the
federal portion was 88.4 perr 'it. Now our State portion is 21.5 percent and the fed-
eral portion is 78.5 percent , ring this period tuition for a resident undergraduate
student has increased 13 rcent 1 Continuation and, if possible, increases in
American aid to American _dents is imperative if we are to continue to hold out
the dream of America as a land of opportunity for all its citizens

Many speakers today will give you statistics. My testimony will be philosophical
and brief.

VICTIMS OF CHANG:

If all of human, existence were compressed into one single hour, this is how the
hour would be divided: 50 minutes and 20 seconds would be prehistoricbefore writ-
ten records, before agriculture, before cities, 37 seconds would be the period of agri-
culture and the last three seconds would be the period of industrialization.

In that final second here are some of the trends that have developed; increase in
data handling speed by a factor ten thousand; increase in communications speed by
a factor of ten million; increase in travel speed by a factor of one hundred.2

These technological advances have been accompanied by drastic changes in our
culture and in our value systems. The benefits to society are obvious; but there have
also been victims of these changes. Education is the key for these victims to become
beneficiaries, and for most of these persons financial aid is a necessity for them to
get the education they need. In our higher education institutions we find these vic-
tims of change in the category of non-traditional students.

NOtsTRADMONAL STUDENTS

One of the rapid changes that we as policy makers have been slow to accept is
that college students are not all fresh out of I- igh school and relying on parental
support. The average age of students in Washington State's Community Colleges is
30

The two major types of non-traditional students are single parents and dislocated
workers

SINGLE PARENTS

In Washington State the typical students with the greatest amount of unmet fi-
nancial need is a single parent, older than 24, enrolled in a community college and
receiving little or no family support.* For these single parents to receive the educa-
tion and training to participate fully in society, continued and even increased finan-
cial aid will be necessary

DISLOCATED WORKER

The dislocated worker is one whose job has disappearedthe victim of a perma-
nent layoff. Permanent layoffs gernerally represent between 25 and 40 percent of all
unemployment.* Some cynics always wave the want ads briskly in the air insisting
that since there are obviously jobs available, anyone who is unemployed should be
viewed with suspicion. Thoughtful persons recognize quickly however tha the un-
employed logger whose job is gone cannot cheerfully become a nurse or' iter any
other differnent profession without education and training And for the unem-
ployed, financial aid is essential for getting that education.

' Washington State Senate Ways and Means Committee July 1985
2 Jim Bowman The Far Side of the Future Education Section of the World Future Society,

1978, pp. 8-9
3 Washington State Board for Community Colleges July 1985
4 The Need Gap Unmet Student Financial Need in the State of Washm, i Council for Poet -

secondary Education, April 1985
5 Alice M Rivlin Economic Choices 1984 The Brookins Institution 1981, p 129
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OUR RESPONSIBILITY

We all assume that there are some federal subsidies that could be reduced or can-
celled without harming our citizens Clearly financial aid to students is not one of
these expendable programs. Federal financial aid programs represent an investment
in our future and a reaffirmation of our future and a reaffirmation of our commit-
ment to equal op,-Irtunity for all Americans.

The tobacco industry, the automotive industry, the aerospace industrythe list
could go on indefinitelyall have efficient, effective lobbyists who articulate and
press for their benefits Who le tries for single parents, dislocated workers, and the
other low-income citizens who n, racial aid to get an education? You and I as
elected representatives of all pe_ that responsibility I trust it is a responsi-
bility we will affirm

HOW MANY HOURS WOULD YOU HAVE TO WORK TO PUT YOURSELF THROUGH SCHOOL? 1962 vs.

1985

[Reauued walk hours per week to pay full cost of educato)

1962 1985

1 full-time during all available vacation periods 1 full-time during all available vacation periods

2 19 hours per week dunng classes at minimum wage 2 51 hours per week dunng classes at minimum wage
(SI 25) ($3 35)

or

19 hours per week at $8 34 per hour

The State Work Study Program limits students to 19 hours work per week; how
many $8 34 per hour part time jobs for students can you discover?

This chart was based on the average cost for a single person living away from
home to attend the University of Washington This chart assumes summer savings
of $800 for 1985 The figures for 1962 use the actual cost under adjusted but dupli-
cated circumstances.

Source. Shirley Ort, Associate Coordinator for Student Financial Assistance,
Council for Postsecondary Education

STATE OF WASHINGTON,
COUNCIL FOR POSTSECONDARY EDUCATION,

Olympia, WA, July 19, 1985.
Hon. WILLIAM D. FORD,
Chairman, Committee on Education and Labor, Wasi.rngton, DC.

DEAR REPRESENTATIVE FORD: The Council for Postsecondary Education urges the
House Subcommittee on Postsecondary Education to reauthorize and strengthen the
State Student Incentive Grant (SSIG) program.

The Education Amendments of 1972 recognized the developing partnership be-
tween the federal government and the states in providing financial aid to students.
As a part of the Amendemnts and to encourage the further growth of state pro-
gramsCongress established the State Student Incentive Grant (SSIG) program.

SSIG program funds are distributed among states based on their postsecondary
enrollments. The program is extraordinarily efficient, generating a dollar of state
funds for every federal dollar expended. To qualify for the funds, states must match
federal allocations dollar-for-dollar. As a result of the matching requirement, over a
billion dollars in additional student aid has gone to students since the inception of
th.; program in 1974.

Although the SSIG program continues to fulfil its original objective, the program
has never realized its full potential, largely due to lack of funding and the absence
of a strong commitment to ensuring the success of the federal -state partnership.
Nevertheless, the program is a model of how the federal government and the states
can cooperate in establishing coherent ,rograms that effectively leverage avail-
able federal dollars. Rather than being abandoned, the leveraging concept should be
expanded.
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The attached position paper outlines the National Association of State Scholar-
ship anri Grant Programs reauthorization proposal for the State Student Incentive
Grant program The W .hington Council for Postsecondary Education endorses this
position New application of the federal SSIG program funding can further the
state-federal partnership which the SSIG program has fostered

Sincerely,
DENIS J CURRY
Deputy Coordinator

In addition, if you wish information on State Work Study and its link to revised
SSIG we will be pleased to assist the committee.

NASSGP NATIONAL ASSOCIATION OF STATE SCHOLARSHIP AND GRANT PROGRAMS
REAUTHORIZATION PROPOSAL FOR STATE STUDENT INCENTIVE GRANT PROGRAM

Since its establishment in 1972, the State Student Incentive Grant Program
(SSIG) has encouraged all states to create some form of state grant program to
assist students who have financial need. The program not only directly benefits stu-
dents, but it also is perhaps one of the few examples of how the federal government
and the states can work in partnership to meet citizens' needs. In addition, it dem-
onstrates impressively one way in which federal dollars can be leveraged successful-
ly to increase their total effect.

The SSIG program continues to be a significant inducement to the states to main-
tain a statewide need-based program open to students in the various sectors of
higher education. In fact, studies indicate that without the program, some 20 states
might find it necessary to abandon their broad-based effort to help students. In
other states, however, particularly those in which the SSIB program reprec- .ts a
relatively small portion of their overall student aid program, both the states 6....4 the
federal government might realize an even greater return on their investment by al-
lowing the states increased flexibility in the use of the funds.

The pi unary goal of the SSIG program should continue to be that of encouraging
the states to assist students. Within this context, each state should determine if it
can best use the funds to continue a statewide need-based financial aid program or
to establish or augment one or more of the following activities:

1. A state work-study program;
2. A special program of assistance to adult learners; or
3. A coordinated program of financial aid outreach services.
State work-study program.A number of states recently have established or au-

thorized a statewide work-study program Some of the programs would assist stu-
dents in furthering their educational or career goals in addition to obtaining money
to meet college costs. Others would promote a business-higher education partnership
by permitting the students to work 'n for-profit as well as non-profit agencies and
organizations. State work-study programs generally are popular with students and
are enthusiastically supported by state legislators and citizens.

Special program to provide assistance to adult learners. Many citizens over 25
years of age have special needs which compel them to ?nter college, often for the
first time. Many of these individuals need special training or re- training in order to
obtain necessary job skills. Very often they need financial aid but do not qualify
because job or family commitments force them to be less than half-time students.
The federal government and the states could cooperate in establishing special pro-
grams to assist such students when they are enrolled in courses applicable toward a
degree, diploma, ar certificate program.

Coordinated program of financial awl outreach services. Recent research has doc-
umented a continuing need to provide more information to studentsand their par-
entsabout the availability and eligibility requirements pertaining to student aid.
The studies have documented that many students must have the information during
their middle-school years in order to plan appropriate high school courses of study
that will prepare them for college. Very often, the studentsand, again, their par-
entsneed assistance in completing student aid applications and in understanding
the responsibilities associated with accepting grant, loan, and work assistance.

If the states are provided increased flexibility to target SSIG funds to one or more
of the specific needs described above, several special provisions should be in effect

1 No more than 10 percent or $100,000, whichever is lesser of the federal funds
allotted annually to a state under the program should be used to provide financial
aid outreach services;
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2 A state receiving SSIG funds should be required to provide a direct state match
of the funds. No indirect match, as, for example, through the institutions, should be
permitted;

3 The allotment to a state under the program should be proportionally decreased
if the state does not permitfor whatever reasonsstudents attending proprietary
institutions of higher education to receive benefits under the program; and

4 The maximum federal portion of a full-time student's grant under the program
should be increased from $1,000 to $1,500. This modification simply recognizes the
increasing cost of education to the students and their parents and ensures the pro-
rated grants, especially for adults who are less than half-time, are of sufficient size
to meet the cost of courses when they are charged to students by the credit hour

Finally, to meet the needs identified here will require a larger appropriation than
currently is provided to the program Although no specific amount is requested, it is
suggested that the authorized appropriation for the next five years remain at the
level ($250 million) currently authorized for fiscal year 1985

UNIVERSITY OF WASHINGTON,
Seattle, WA, September 11, 1985.

Hon ROD CHANDLER,
Washington, DC.

DEAR CONGRESSMAN CHANDLER: I apologize for this somewhat belated response to
your letter of August 14. I have been away from the office on vacation

Each of the questions posed in your letter is reiterated and commented on below.
1. What are the academic and practical limits of the work-study program?
It has been our experience that most students attending the University of Wash-

ington cannot meet their educational expenses through earnings from employment
and make progress as full-time students in their programs of study. The average
costs for Washington resident undergraduates for the 1985-86 academic year will be
approximately $6700, which includes tuition, books and living expenses. Our figures
demonstrate that most students are capable of earning only half this amount, based
on average student compensation of $4.70 per hour and a maximum recommended
work schedule of 20 hours per week. It is generally recognized that students cannot
work more than 20 hours per week without jeopardizing their academic well-being.
Indeed, the employment policy in this state restricts

jeopardizing
Helper" positions,

those which are both work-study and regularly funded. to 19 or 191/2 hours per
week

All students are encouraged to work and save money during the summer months,
however. In fact, standard contributions of $700 to $900 from summer earnings ire
expected and assumed in the calculation of resources for most financial-aid appli-
cants. Nevertheless, there are limits to the amounts etuder.ts can save from summer
earnings, given the typically low salaries that they receive and, in many cases, the
concurrent need for them to cover their ongoing living expenses. While a few stud-
nets possess skills and prior work records which enable them to command salaries
sufficient to meet their overall financial obligations, they are clearly the exceptions.

2. Several people testified that a majority of students work to supplement educa-
tional costs. Where do most students work? What percentage is on the work-study
program? Do institutions help with plac,ment? Are efforts made to coordinate
career goals with jobs?

We do not hav' comprehensive information on all students who work. However,
we can draw sc c! general conclusions from d^ta on University students who avail
themselves of I.. Work - Study Program and tn' institutional Student Employment
Service, which posts job opportunities for all student* regardless of financial-aid eli-
gibility. Students work in a wide variety of on- and off-campus settings, including
federal, state and local government agencies, non-profit organizations and private
businesses. Although their job categories range from general labor to technical and
professional, the majority of s.udents occupy clerical or unskilled service positions.

Last year, 1,445 students were accommodated in Work-Study positions, which re-
prented about 4 percent of our total student body and 12 peizent of our financial-aid
recipients. Moreover, another 1,734 students secured jobs through the Student Em-
ployment Service, which is staffed by a full-time Job Developer who aggressively
seeks student employment opportunities in the private sector Further, these figures
do not take into account students who are employed directly by academic depart-
ments or graduate stude",s who received teaching and research assistantships, not
to mention those who obtain off-campus jobs without institutonal assistance. While
our Work-Study and Student Employment offices do not undertake to "place" stu-
dents in appropriate jobs (the emphasis is on student initiative in seeking and se-



136

lecting appropriate placements), assistance in developing job search skills is made
read*, available to them

Career-related experience is emphasized in all phases of the student-employment
process. Employers are urged to identify the skills and experiences their positions
can offer when they submit job descriptions. In the formal orientation to the Work-
Study program, students are encouraged to evaluate their job offers in terms of
learning opportunities as well as salaries. The provision of academic- or career-relat-
ed learning opportunities is a requirement for employers who wish to fill positions
under the State Work-Study program. In addition, there are several Cooperative
Education programs at the Universityprograms which enable students to alter-
nate periods of academic preparation with periods of career-related employment.

3. In working with businesses in the community and across the state, how would
you structure a work-study program to best suit the needs of the student? Please
keep in mind budget constraints.

We would modify the federal Work-Study program to allow placements in private,
for-profit organizations as well as the governmental and non-profit institutions cur
rently included in the program. Presently, the Washington State Work-Study Pru-
gram permits such placements, and our experience shows that this practice is in the
best interests of students, allowing them to take advantage of the greatest possible
range of on-the-job learning opportunities

4. Studies seem to indicate that many students in higher education facilities are
older than in previous years, how do you believe our loan and grant programs
should be revamped to assist these students?

Although various national reports indicate shifts of enrollment patterns, the en-
rollment on this campus continues to reflect the traditional pattern. For example,
80 percent of our undergraduates in the 1984-85 academic year were 25 years of age
or under, and almost 69 percent were 22 or under. These percentages are consistent
with those of past years

The University does enroll a small percentage of older, non-traditional students,
however, and many of them evidence extraordinary financial needs. For instance,
the estimated cost for a single parent with one dependent is $10,428, and family re-
sponsibilities often limit the extent to which the students can work while attending
school full-time; childcare, transportation and medical expenses place additional fi-
nancial burdens on them. Consequently, such students rely heavily on non-work
forms of financial aid, and their needs can best be met by increased flexibiiity in
loan and grant limits and by ensuring that the aid programs are funded at adequate
levels.

Again, I apologize for this somewhat belated response to your letter, and hope
these comments are helpful.

Sincerely yours,
ERNEST R. MORRIS,

Vice President.

PREPARED STATEMENT OF LISA M BROWNLEE, PRESIDENT OF THE GRADUATE AND
PROFESSIONAL STUDENT SENATE, UNIVERSITY OF WASHINGTON, SEATTLE, WA

Graduate degree programs serve a principal role in honing the United States'
competitive edge; today's graduate students are tomorrow's scientists, engineers, hu-
manists. Of equal importance, today's graduate students are the next generation of
university faculty and researchers, leading, in turn, future generations of aspiring
scholars The reauthorization of the Higher Eduacation Act should underscore grad-
uate education's distinction and recognize graduate students' critical role in the na-
tion's future

The graduate student's distinct financial needs, too, must be recognized. In order
to attract the most brilliant scholars to our universities, it cannot be forgotten that
these students, in choosing to further their education, have resisted the immediate
financial rewards of employment in business and industry. These students, too, have
often incurred qubstantial debts while financing their baccalaureate degrees. There-
fore, providing graduate students with the most rewarding and unencumbered pro-
gram of financial assistance should be a priority when reauthorizing programs of
financial aid in the Higher Education Act

GRADUATE FELLOWSHIPS

Clearly, 0- - most attractive and appropriate type of financial aid for graduate stu-
dents is the . llowship. This type of aid allows a student the freedom to further his
or her research and training without service responsibilities. Moreover fellowships
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do not burden the student with the concern of accumulating a debt beyond the level
at which it would be, upon graduation, feasible to repay. Additional fellowships
would attract the most able students to graduate degree programs and would eery,.
both the nation's and the students' best interests.

COLLEGE WORK-STUDY

While this program has the important advantage of providing financial assistance
without increasing a student's indebtedness, the time demands of graduate educa-
tion, particularly if that education is being financed partially through a research or
teaching assistantship, limit the hours a student can spend in work-study employ-
ment.

GUARANTEED STUDENT LOAN PROGRAM

The level of indebtedness at the graduate level is a serious concern. However, de-
clining support through grants and fellowships in recent years has required increas-
ing numbers of graduates to apply for GSL s. This program, therefore, should re-
ceive continued support. Two improvements, however, could enhance the attractive-
ness of the GSL as a fundfng option for graduate education: Loan consolidation and
automatic independent status for graduate students applying for these loans.

Of the major financial aid programs offered to graduate students, the fellowship
is, without question, the most appropriate and attractive option available to these
students who have chosen to go beyond their baccalaureate degree. The reauthoriza-
tion of the Higher Education Act should recognize the graduate student's distinct
role as a critical link in the higher education continuum and in the nation's com-
petitive future. The reauthorization of increased programs for graduate fellowships
would provide this recognition.

WASHINGTON STATE UNIVERSITY,
Pullman, WA, September 18, 1985.

Hon. ROD CHANDLER,
Member of Congress,
Washington, DC

DEAR MR CHANDLER: Thank you for your letter of August 14, 1985, with which
you enclosed some further questions from the recent hearing in Seattle on the Reau-
thorization of the Higher Education Act.

I have asked Lola J. Finch, Director of our Office of Scholarships and Financial
Aid, for some comments on your questions, and I think the easiest way to reply to
your letter is to send a copy of her comments.

Mrs Finch expresses my views on these subjects also, and both she and I wou'i
welcome any questions or further comments you may have

It was a pleasure for me to participate in the hearing on this Act, and I did appre-
ciate being invited.

Sincerely yours,
SAMUEL H SMITH, President.

WASHINGTON STATE UNIVERSITY,
Pullman, WA.

Memorandum To: Gen DeVleming, Executive Assistant President and Regents.
From: Lola J. Finch, Director Office of Scholarships and Financial Aid.
Date: September 11, 1985.
Subject: Comments and Positions for Dr. Smith to consider in his reply to Congress-

man Rod Chandler.
1. What are academic and practical limits of the Work-Study Program?
The concept of the federal work-study program is an excellent one: providing for

eligible students to have a reasonable portion of their financial need met through
earnings in a career or academic interest related job.

Earnings from part-time employment give balance to the "self- help" portions of
students' financial aid packages. At WSU, at least fifty-five percent of students fi-
nancial aid is in the form of "self-help", i.e. loans, work-study employment, non
work-study employment and savings from students' summer earnings. The benefits
of the work experience and the dollars earned, contributes to meeting the overall
need of each student and also reduces the amount of loan to which a needy student
becomes indebted.

X42
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Employment studies, and WSU's own experiences, confirm that a reasonable
amount of part-time work during periods of enrollment has no negative effect on
students GrPA's and may, in fact, favorably impact students' organizational skills re-
sulting in better time utilization. Certain academic disciplines' course loads preclude
the average student from working any significant amount, however.

A practical limitation of any work-study employment program must be E realistic
expectation of part-time work predicated on the academic workload of graduate and
undergraduate students If a student is enrolled full-time, the hours to be worked
should not take precedence over academic endeavors. The numbers of working
hours can logically escalate as the number of enrolled academic hours is decreased

Historically at WSU, a full-time graduate student can realistically work an aver-
age of ten to twenty hours a week on an assistantship stipend Certification on
work-study for undergraduate students has been configured on less than twenty
hours per week Students are certified for a dollar amount per semester to insure
compliance and to prevent financial aid over-awards. The majority of undergraduate
students work an average of eight to fifteen hours per week.

Unfortunately, another practical limitation of the work-study program is the
static level of the federal work-study funding which overall controls the number of
students who can work during a given fiscal year

2. Several people testified that a majority of students work to supplement educa-
tional costs. Where do most students work? What percentage is in A work-study pro-
gram? Do institutions help with placement? Are efforts made to coordinate career
goals with jobs?

Washington State University has an enrollmer.. of about 16,100 students of which
almost forty percent work to supplement their educational costs.

Approximately 6,000 students annually appear on the WSU payroll in addition to
limited employment opportunities in the local Pullman community. A cursory anal-
ysis of this 6,000 figure reveals approximately 2,000 students are on graduate or un-
dergraduate assistantship appointments, some of which are work-study funded posi-
tions. 3,000 students are regular part-time temporary employees and 1,000 students
are work-study funded, on a part-time hourly wage basis.

Major employers of part-time temporary student help are the physical and main-
tenance plant division, the library system, residence halls and the student union, as
well as all academic colleges and administrative units of the university.

Within the serious constraint of available staff, counselors in the Office of Schol-
arships and Financial Aid assist students in job placement only if they encounter
difficulty in finding their own job. Considerable emphasis is given to provide job ex-
periences relevant to career goals; the limitation being that mundane tasks are asso-
ciated with the majority of entry-level type jobs and certain types of physical and
clerical work are less relevant to career interests than others.

3 In working with businesses in the community and across the State, how would
you structure a work-study program to best suit the needs of the student? Please
keep in mind budget constraints

Washington State University's location in a rural community seriously impacts
the development of off -campus employment opportunities for students as compared
to an urban setting.

The (Washington) State Work-Study Program encompasses profit-making employ-
ers which definitely benefit the metropolitan areas of the state and colleges located
near them.

If both federal and state resources were increased considerably, dynamic summer
employment programs could be devised. However, under present budget constraints,
part-time employment during academic periods is of greater dollar benefit to stu-
dents in that a portion of summer earnings are utilized for summer living expenses.
All of students' academic year earnings can be directed toward educational costs.

4. Studies seem to indicate that many students in higher education facilities are
older than in previous years. How do you believe our loan and grant programs
should be revamped to assist these students?

There are more older students in higher education facilities than in previous
years Again, in its rural setting, WSU recruits a limited rumber of re-entry and
single parent types.

An appropriate balance of grant versus "self-help" work and loan programs mt3t
be achieved throu,-h increased funding. The issue of balance becomes most crucial
with higher need s.,..clents, i.e. re-entry students, but is of growing concern for all
needy students encumbering increasing amounts of loan indebtedness.

If worktudy employment is to be a meairngful source of assistance to this par-
ticular group, then the academic progress expectation must be modified to allow for
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at least a six year matriculation to receive an undergraduate degree This timetable
taxes more aid resources as well

WASHINGTON STATE UNIVERSITY,
Pullman, WA, July 9, 1985

Congressman ROD CHANDLER,
Bellevue, WA.

DEAR CONGRESSMAN CHANDLER' Please accept the following as testimony to be
submitted to the House Subcommittee on Postsecondary Education in their field
meeting on July 22, 1985 in Seattle. Washington. Seeing first-hand the benefits coop-
erative education offers to studeLts, I believe that the reauthorization of the Higher
Education Act, including Title VIII, is imperative. I hae seen the positive changes in
the lives of our students as a result of this institution being awarded cooperative
education grants through Title VIII. Some of the major benefits have been:

Students have learned through meaningful experience, supplementing their aca-
demic skills, thus, have had a more complete education

Students have gained maturity which has helped them improve their grades after
their first professional opportunity to work

Students have solidified their career choices by having gained experience related
to their major.

Students have received pay which has enabled many to complete their education.
Institutionalization of cooperative education requires more than five years as the

current law is written. Clark Kerr, in his postscript to Uses of a University, pro-
vides evidence that real institutionalization of a new idea into a higher education
institution takes 10 to 20 years. Because of the long time period for true institution-
alization of cooperative education projects, it will take a sustained commitment by
the Federal Government to assist these institutions. Institutions must be able to
obtain further assistance from time to time after the initial 5 year administrative
grant to enhance their programs. This assistance is especially critical during times
of diminishing resources for higher education.

Cooperative education is much more cost effective than other entitlement and
grant programs. Entitlement, grant and loan programs provide substantial sums of
money, in the billions, given to students with no return to the Federal government
Cooperative education is more cost effective for the Federal government because the
income from students is taxed and administrative costs are less. Further, experi-
ences students have are legitimate and make a substantial contribution to the na-
tional economic environment. All cooperative education programs are interested in
placing students of all religious, ethnic, minority backgrounds and re-entry students
regardless of income level.

Cooperative education provides students opportunities to complete their studies
with dignity; not stimulate them to accumulate massive debts as is _urrently en-
couraged by present administrative policy. In my opinion, cooperative education, if
substantially funded beyoi d current levels, would provide an opportunity for the
Federal government to dramatically reduce financial aid distributed through Pell
Grants, Guaranteed Student Loans, etc., and still provide students with the neces-
sary resources for completing their educati ins.

If the Federal government takes the view that cooperative education is a method
of assisting students to get through school as well as providing educational benefits,
internship opportunities for these students must be made available This can only
be done by adding staff members to current cooperative education programs, which
are severely understaffed in comparision to the populations they serve For exam-
ple, at Washington State University there are essentially three full-time profession-
al people servicing 16,000 students.

For cooperative education programs to become successful and to increase their ef-
fectiveness, additional funds must be provided. But before the funds are provided,
Title VIII must be included as a part of the reauthorization of the Higher Education
Act. To this end I ask that you support Title VIII as a vital part of '-he Higher Edu-
cation Act.

Sincerely,
TIM HILL,

Director, Professional Experience Program.

,, 4 4
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PREPARED STATEMENT OF THE GRADUATE AND PROFESSIONAL STUDENT ASSOCIATION AT
WASHINGTON STATE UNIVERSITY, PULLMAN, WA, SUBMITTED BY MICHAEL VISLOCKY,
GRADUATE AND PROFESSIONAL STUDENT ASSOCIATION PRESIDENT

Congressman Ford, my name is Michael Vislocky, President of the Graduate and
Professional Student Association at Washington State University, and I am pleased
to submit the following testimony in behalf of the GPSA at WSU.

The United States must invest in its own future as well as the future of the
world. The world is increasing, on all levels, in its complexity and, as a part of the
world, the United States needs people who are able to think and to reason. The suc-
cessful future of our nation depends on knowledgeable people and skillful compet'
tion.

The student is a small but important part of the United States' future; they need
to invest together in a common future. This can be done through scholarships, feder-
ally sponsored loans, and work study programs.

Scholarships provide non-repayable aid to students for achieving a high degree of
excellence. Scholarships are essentially a gamble; a belief that the student will one
day be a great asset to our nation. Never before in the history of our country has it
been so important to have a college education and invest so heavily in our own
human resources The education of our people will ensure a continuance of excel-
lence in leadership in this complex world.

Again, the success of our nation's future depends on the education of all our
people, not just a few. Those people not able to qualify for scholarships need to fund
their education in another manner. This means that a viable loan program and a
work study program must exist. The investment in the future becomes a shared
burden between the student and the government.

However, the financial burden must not be co great that it defeats its purpose.
While in school, a student must be free to concentrate on academic achievements
rather than financial problems Additionally, after completing one's education the
loan repayment schedule must be commensurate with one's earning ability.

In summary, if the loan amount available to each student (the annual amount
and the total loan ceiling amount) does not adequately cover educational coots; and,
if the repayment schedule is impossible to achieve in terms of length of time and
monthly amounts, the investment will not provide the potential return

Suggestions: (1) Provide more scholarships for those already in college; (2) In-
crease the loan ceiling, annually and totally; (3) Establish a loan consolidation pro-
gram, and (4) Extend the loan repayment penod.

THE WESTERN ASSOCIATION OF STUDENT F"'ANCIAL AND ADMINISTRATORS
July 19, 1985

Hon. ROD CHANLDER,
District Office, Bellevue, WA

DEAR CONGRESSMAN CHANDLER: Enclosed are recommendations from the Western
Association of Student Financial Aid Administrators regarding the Reauthorization
of the Higher Education Act.

We understand the time constraints at the field hearing and appreciate the oppor-
tunity to have our written comments made part of the permanent record.

Should you have any questions or wish further information, please feel free to
contact me at Lewis & Clark College, 0615 S W Palatine Hill Road, Portland, OR
97219, (503) 293-2676.

Sincerely,
DIANE TSUKAMAKI,

WASFAA President.

REAUTHORIZATION RECOMMENDATION, WESTERN ASSOCIATION OF STUDENT FINANCIAL
AID ADMINISTRATORS, JULY 1985

During the 1984-85 year, the Western Association of Student Financial Aid Ad-
ministrators (WASFAA) sponsored two "Reauthorization Roundtable" invitational
meetings, one in Portland, Oregon, and one in Los Angeles, California Experienced
aid administrators from each of the segments of poet - secondary education including
private four-y,ar, public four-year, community colleges, and proprietary schools
were invited. The purpose of these meetings was to discuss five issues that
WASFAA believes to be potentially the most divisive issues facing the financial aid
community in the reauthorization of federal student financial aid programs.
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WASFAA believes it important that we attempt to achieve concensus on these
issues These five issues are as foPows.

1 The institution campus-based fending formulafair share, conditional guaran-
tee; state allocations.

2. Undergraduate versus graduate funding priorities.
3 The definition of need and dependency status.
4. Loan programsstructure; eligibility; debt burden.
5. The Pell Grant ProgramMaximum grant and percentage of cost provisions.
It is imortant to note that there are many other equally or perphas even more

important reauthorization issues to be decided by Congress. However, these five
issues are ones that WASFAA believes important to achieve consensus positions
within the region.

The recommendations of the Portland and Los Angeles Reauthorization Roundta-
bles were consolidated and reviewed by the WASFAA Executive Council, which is
the elected leadership of the Association. The WASFAA Executive Council recom-
mends the following:

I. THE INSTITUTIONAL CAMPUS-BASED FUNDING FORMULA-FAIR SHARE; CONDITIONAL
GUARANTEE; STATE ALLOCATIONS

1. The present method for allocation of campus-based funds should be reviewed,
revised and updated by a "Panel of Experts". By the time the Higher Education Act
is reauthorized, it will be almost ten years since the original "Panel of Experts" met
to make their recommendations regarding the campus-based allocation process.
Since the original panel assumed significant increase in funding of campus-based
programs over the years, and since the recent and current economic and political
environment has not allowed this to occur to the degree envisioned, it is possible
new directions may be recommended by a new "Panel of Experts". The present
method is not only outs. tied and inequitable, but definitions of the components
which comprised the formula need clarification, i.e., poverty levels and enrollment
criteria. Additionally, WASFAA recommends that the possibility of regional versus
national poverty levels be explored in establishing the criteria within the formula to
reflect the significant variations and economic conditions within our country.

2. A conditic Al guarantee feature within the campus-based allocation process
should be continued. It is essential that institutions be able to forecast a minimum
level of federal student financial aid support with sufficient lead time to make
timely awards to their students.

3. WASFAA supports the concept of distributing new funds on a "fair share"
basis. Again, a thorough review of the criteria for distributing funds through fair
share should be conducted by a 'Panel of Experts"

II UNDERGRADUATE VERSUS GRADUATE FUNDING PRIORMr./3

1. The national commitment to providing equal opportunity for all students to
pursue higher education derived from the recognition that the political, social and
economic health of the nation depends on a finely educated citizenry. This commit-
ment demands the federal government authorize and fund those student aid pro-
grams necessary to augment reasonable parental and student resources in order to
uphold the commitment to that educational opportunity. These programs should
provide fur the proper balance between grant and self-help assistance regardless of
the student's chosen field of study. Funding these programs must continue to be the
major national priority. Unitl such time as grants for undergraduates are fully
funded, WASFAA would not support the extention of federal grants in graduate f ti-
dents.

2. This country's commitment to excellance and leadership in all areas of life,
from the arts and humanities to the sciences and the professions, has led it to pro-
mote post-graduate education in all fields. This commitment demands the funding of
appropriate programs to ensure that highly qualified sche:ars will have the opportu-
nity to pursue their education at this level. It is further amongst the highest of na-
tional interests to provide supplemental program authorization and funding to
ensure adequate manpower in areas critical to the national interests and to ensure
access to groups h;otorically undorrepresented in poet- graduate programs because of
political, religious, social, economic, or any other artificial barriers

III. THE DEFINITION OF NEED AND DEPENDENCY STATUS

1. The Uniform Methodol,igy should be the system used for determining expected
family contributions and financial need for all federal programs. In corjunction
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with this recommendation, we strongly suggest that Uniform Methodology be modi-
fied to be more sensitive to the home equity of a family's principle residence. In
addition, Uniform Methodology must maintain the ability for the financial aid ad-
ministrator, according to his/her professional judgement, to adjust the family con-
tribution from that derived under the Uniform Methodology in exceptional cases.

2 The current federal core document and application has largely been designed to
use information reported from a family's 1040 federal income tax return. Greater
emphasis should be placed on determining the total resources available to the
family, versus adjusted gross income, in the determination of family financial con-
tributions. The 1040 income would be used as a means to verify select types of
income and expenditures.

3. WASFAA strongly recommends simplification of the application process
through the development of applicant-oriented modular forms in order to promote
receiving greater numbers of applications from the neediest students For a signifi-
cant portion of the population with fairly uncomplicated income and asset portfo-
lios, the current Need Analysis forms already are fa too complicated. More study
and design work should be made to determine if modules could be designed in order
to walk persons only through those parts of the application that are applicable to
their specific family financial situations.

4. Students should be considered dependent for financial aid purposes if less than
22 years of age as of July 1 of the current application year. Students who are or-
phans or wards of the state or who are in an adverse family/home if. .ation would
be exceptions to this criteria. Students beyond the age of 22, must meet the current
federal definition for independence. This new definition for independence would
place with the parents the responsibility of funding the costs of education for stu-
dents of traditional college age (18-22). Beyond that age, WASFAA believes that stu-
dents should not be considered as independent for financial aid purposes until they
have met the requirements of a lengthy separation from their parents and have
indeed been self-supporting.

IV. LOAN PROGRAMS-STRUCTURE; ElIGIBIISTY; DEBT BURDEN

1. Students who wish to borrow through the Guaranteed Student Loan (GSL) Pro-
gram must be accepted or enrolled in courses leading to degrees or certificates. This
would prevent borrowing from students who may be casually taking courses and
would bring program eligibility in line with the campus-based and Pell programs.

2. Only students with demonstrated need for funds should be eligible to receive
Guaranteed Student Loans. As indicated previously, WASFAA recommends that the
Uniform Methodology, assuming that the modifications we recommend are incorpo-
rated (see item III), be used for all federal funds including GSLs. It does not make
good public policy to automatically allow one set of students to be eligible for funds
(i e., those from families with adjusted gross incomes of $30,000 or less) while being
much more stringent with those earning over $30,000. In addition, the adoption of
one Need Analysis method would simplify what is now a very complicated process
for students and aid administrators.

3 There have not been increases in GSL loan limits for many years With educa-
tional and living costs having increased significantly over the years, increases
appear in order. Therefore, WASFAA supports increases in loan amounts but
strongly recommends that extended repayment periods and loan consolidation be
implemented. WASFAA is also extremely concerned about increased indebtedness
and student understanding of this debt burden. Therefore, we recommend that con-
sumer information be required before such increases would be approved.

4. Student without demonstrated need as well as those who are not eligible for the
maximum need-based GSL should be allowed to borrow loans on an unsubsidized
basis up to the same amounts students can borrow under the GSL program (minus
any eligibility for the need based GSL) These students normally should bear the
full interest costs (perhaps, though, with a maximum interest rate of 15% being
charged to the student should interest rates go beyond that level). The program
should be structured to allow students to capitaize in-school interest costs in order
to repay such after they leave school. This would allow students at little or no cost
to the federal government the opportunity to borrow funds if they believe they were
in need of assistance and did not othewise qualify for a maximum need-based loan.
This would also allow some flexibility for students to attend a post-secondary educa-
tional institution if their parents refuse to provide the contribution expected of
them in the need analysis determination.

5. The current 5 percent loan origination fee should be eliminated Students
should know that they can borrow a fixed amount of funds to use for educational

IC/
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is:rposes. The loan origination fee only diminishes the students' abilities to receive
the amounts they need for their educational costs

6. The National Direct Student Loan (NDSL) limits should be increased to $5,000
for the first two years of undergraduate study; $10,000 for total undergraduate, and
$20,000 total for combined undergraduate/graduate study Once again, it is time
that loan limits increase due to the considerable increases in costs over the recent
years. Extended repayment periods, loan consoldiation, and consumer information
should be implemented if such increases are approved.

7. The PLUS/ALAS program has minimal costs to the federal government
WASFAA recommends the elimination of the ceiling on PLUS/ALAS programs and
to allow standard banking loan procedures to rule the meximums allowed by par-
ents to borrow. Independent undergraduate and graduate students would be able to
borrow a maximum of $5,000 per year, not to exceed the costs of education.

8. Loan consolidation prwrams for students which would permit loan repayments
to extend up to 20 years, depending upon the amount borrowed and the student's
ability to repay, should be reinstated. The benefits from the education that most
students receive will be spread out over their entire lives. Although it is an appeal-
ing thought, and the desire for most to repay all educational loans as soon as possi-
ble, many are willing and better able to repay their loans over longer periods of
time This option would assist in decreasing default rates in the Guaranteed Student
Loan Program and could be provided with minimal cost to the federal government.

9. Institutions should be required to return GSL and PLUS/ALAS loans to lend-
ers if at the time of disbursement the student is no longer maintaining satisfactory
academic progress. The current GSL Program regulations which require disburse-
ment of GSL and PLUS ALAS loans in such cases even if the student is no longer
maintaining satisfactory academic progress, is an affront to common sense and over-
all program integrity. These programs should be brought in line with the other
campus-based and Pell Grant programs.

V THE PELL GRANT FORMULA-MAXIMUM GRANT AND PERCENTAGE OF COST PROVISIONS

1. Maximum Pell Grant awards should be increased to $2,700 by the 1986-87 aca-
demic year. Future grant amounts should at least keep up with the level of ir.flation
by requiring annual adjustments to the meximum awards by at least the amount of
the annual Consumer Price Index (CPI) increases. The grant components compared
to the loan-work components of many needy undergraduate students' financial aid
awards are now out of balance. There needs to be a significant counterbalance to
reverse and correct this imbalance. The $2,700 figure would make up for at least
several years of lost purchasing power of Pell Grant recipients.

2 The cost of education provisions should be revised in order to be more reflective
of true costs. By the 1986-87 academic year, such costs should be at least $1,500 for
students living with parents; at least $2,500 for students off campus but not living
with parents; and the documented or average costs for students living in campus
residences. In addition, an allowance for books, supplies, and mi,cellaneous expendi-
tures should be added along with actual costs of tuition and fees as determined by
the institution. Such reasonable costs, once determined, should be upadated annual-
ly by increases in the CPI.

3. Assuming larger maximum grants (as recommended in Item 1), and more rea-
sonable educational costs (as recommended in Item 2), the meximum grant should
be limited to 50 percent of the cost of attendance.

4. WASFAA strongly recommends that the Multiple Data Entry (MDE) processors
such as the College Scholarship Service and Amercian College Testing be able to
determine Pell Grant eligibility and that the central processor be eliminated. The
Student Aid Report, as we know it, is an unnecessary, confusing, time consuming,
and frustrating process for students, parents, and institutions. Nearly identical re-
sults could be achieved at far less expense and frustration if MDE processors such
as CSS and ACT were able to communicate Pell grant eligibility on their existing
forms to both students and institutions Additional savings to the federal gover-
nemnt would also occur

SEATTLE 'ERSITY,
Seattle, WA )ber 7, 1985

Hon ROD CHANDLER,
Member of Congress, Washington, DC

DEAR ROD I appreciated very much having a chance to appear in Jul., before Con-
gressman Ford's Committee which was holding a hearing in Seattle on Lie reauthor-
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aation of the Higher Education Act In response to your written questions, I am
attaching information prepared by our Director of Financial Aid. I hope this will be
helpful to you and is the kind of information you are seeking I would, of course, be
happy to provide any further information or clarification which you or the commit-
tee might want

Thank you for your interest and efforts on behalf of higher education
Sincerely,

WILLIAM J. SULLIVAN, S J.,
Pre8tdent.

1 What are the academic and practical limits of the Work Study Program?
Academic limits are set by federal regulations which require that students must

make satisfactory academic progress to be eligible to participate in the Work Study
Program Defining "satisfactory academic progress" is left up to the individual insti-
tutions, but includes the minimum cumulative gpa which must be maintained, and
the number of credits which must be completed.

Practical limits for the number of hours a student can work are set by federal
regulations at twenty (20) hours per week that the student can work while enrolled
in school and forty (40) hours per week during periods of non-enrollment.

2. Several people testified that a majority of students work to supplement educa-
tional costs. Where do most students work? What percentage are in a Work Study
Program? Do institutions help with placement? Are efforts made to coordinate
career goals with jobs?

The majority of students do work to supplement their family's contribution
toward educational costa. Many students work on campus in positions (ranging from
grounds maintenance to teaching assistants). The majority, however, work off
campus. Approximately 90 percent of the students at Seattle University work. I sus-
pect this is fairly typical for students at independent institutions. Of that percent-
age 12 percent work on-campus in work study positions (80 percent of wages funded
by the federal government/20 percent by the institution), 7 percent work off-campus
in State work study positions (65 percent of wages funded by state government/35
percent by employers) and the balance in non-work study jobs (100 percent of wages
funded by employers) in the community.

At our institution, not unlike many others, any student interested in working
part-time is assisted in finding a job in two ways. Filat, a concentrated effort is
made to locate part-time positions in the general vicinity of the University including
downtown Seattle, for both the student who is eligible for work study and the stu-
dent who is not. Second, students are assisted in selecting the employers they will
contact about positions that will best fit their needs. Whenever possible, students
are referred to positions which are educationally related (i.e. bears relationship to
their formal academic program) and/or educationally beneficial (i.e. provides valua-
ble learning experience). This is, in fact, a requirement of our State Work Study
Program

3. In working with businesses in the community and across the state, how would
you structure a work study program to best suit the needs of the student? Please
keep in mind budget constraints

In my estimation our State Work Study Program presents an excellent model.
Perhaps there would need to be some consideration given to a requirement that a
percentage of the funding be used for off -campus positions The State's requirement
for specific job descriptions, educational relatedness, comparable wages for compara-
ble work, all contribute to generating valuable on-the-job training opportunities for
students.

4. Studies seem to indicate that many students in higher education facilities are
older than in previous years. How do you believe our loan and grant programs
should be revamped to assist these students?

One suggestion would be for a portion of the assets of an independent student to
be protected in a manner aimilar to the manner in which the parents assets of a
dependent student are protected Currently they are treated quite differently.

For example: Dependent student; Family size of 3; Adjusted gross income of
$30,001; Family contribution. $2,890; Eligible for Guaranteed Student Loan of $2,500
as undergraduate or $5,000 as graduate

Independent student; Family size of 3; Adjusted gross income of $30,001; Family
contribution: $16,500, Eligibility for Guaranteed Student Loan: $0.
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THE UNIVERSITY OF Puc tfr SOUND,
September 3, 1985.

Hon. ROD CHANDLER;
House of Representatives, Washington, Dr

DEAR Ron: Thank you for the opportunity to respond to your questions about fed-
eral financial aid programs. I shall attempt to do so as succinctly as possible, taking
each question in order

1. The academic and practical limits of the work-study program are virtually un-
limited. The program is not difficult to administer, it is equally beneficial to stu
dents and employers, and its applications are limited only by the imagination and
creativity of the student employment staff. Work-study positions, as the program is
currently structured, may be eeveloped in any field. Given budget restraints, the
only practical limitation is therefore one of balancing the priorities of the needs of
employers and the financial and educational needs of students

2. It is true that most students today must work part-time and during the summer
to finance their education. About two-thirds of the students at the University of
Puget Sound are employed during the academic year, and nearly all students work
during he summer.

People are often surprised to find that the need for student employment opportu-
nities is even more pronounced for students at independent colleges than it is for
their counterparts at public institutions. The image of the independent schools as
the exclusive preserve of the wealty, however, is quickly dispelled by reference to a
study a few years ago which reported that the average family income for students at
the state's two largest public institutions was $1,000 higher than for students at-
tending the state's independent schools. Similarly, studies for the State of Washing-
ton bear out that there is a significantly higher percentage of employed students at
independent colleges than at the two largest public universities.

Of our own students who are employed during the academic year, approximately
40 percent are employed through federal or state work-study programs. These stu-
dents work in every conceivable capacity, from writing to computer programming,
both on and off campus. Every effort is made to assist students with placement and
to develop jobs that offer meaninful work experience and that relate closely to indi-
vidual interests and aspirations. Students' skills and previous experience are as-
sessed individually by trained staff members. On the basis of this information, stu-
dents are then individually assigned to positions for winch they are qualified or in
which they have express .d a particular interest.

I should also observe, however, that the University does not specifically attempt
to place students in career-related jobs. As a liberal arts institution, we seek instead
to place students in positions where they will develop excellent work habits and a
breadth of skills and interests which can then be applied to any career. It is not
wise, we feel, for students to seek narrow vocational training, or even to make a
final career decision, until they have had an opportunity to gain the broader intel-
lectual skills that will enable them to succeed in whatever careers they eventually
choose. For this reason, we hope that the federal work-study program will be left
relatively unconstricted so that it can be used to support this particular and very
important mission of the liberal arts schools.

Student emp! qment is a trend that we will continue to encourage at our institu-
tion not only because it enables students to contribute to their own financial sup-
port but also because students who work tend to perform at a higher level academi-
cally and are more likely to complete their degrees. Student employment funds,
moreover, will become increasingly important in the coming decade for the simple
reason that a larger proportion of the college-age population will consist of minority
students, most of whose families do not have the financial resources to sent their
children to college, let alone to independent institutions, without generous grants of
financial assistance.

Yet it is particularly these students the low-income and minoritywho need to
enjoy the same choice that wealthier students have to attend any college, whether
public or independent, that best meets their individual needs. Repeated studies con-
firm the fact that low-income and minority students consistently perform better and
are more likely to complete their degrees when they are able to take advantage of
the personalized learning eny;ronment of the small .lependent colleg' It should
also be noted in his context that minority enrollment at independent institutions
tends to be far higher than is commonly supposed TI e University of Puget Sound,
for example, currently has the fourth highest percentage enrollment among all 15
public and independent colleges and universities in the State of Washington. (The
University of Washington is the only public university that ran:.s higher than the
University of Puget Sound in this regard.)
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3. Higher rates of pay and meaningful work experience arc the two most signifi-
cant needs of students employed through the work-study program These two needs,
of course, are quite closely related since the more interesting and challenging jobs
are also the ones which command the higher rates of pay.

A third need which I would like to emphasize is the need for students to find em-
ployment on campus if at all possible. This eliminates the problems and costs of
transportation, increases effective study time, and contributes significantly to aca-
demic and personal growth through closer interaction with the campus community.
Certainly the most important consideration for students is being able to particip te
in a workstudy program with minimal disruption of their class schedules and s ndy
time. I need hardly emphasize that students are on campus to study, aot to work,
and that the primary purpose of the work-study program is to provide financial as-
sistance to students so that they can do what they are here to do.

4 We do not feel that current loan and grant programs need to be changed sig-
aantly in order to meet the needs of an older student body. Indeed, I question

whether older students in fact have greater financial r -.ted and whether they should
he given special consideration. Many older students have already gained experience
in the job market; and others have spouses earning income to cover at least part of
the cost of an 'oducation. The students we should be helping more, it seems to me,
are the younger students who have no income of their own and who are not yet in a
position to assume as much of the responsibility for their educational costs

There are, however, several changes in current programs that would significantly
benefit all students, whether younger or older. Three in particular deserve the clos-
est possible attention.

First, I would urge careful consideration of the proposal for the Pell Grant Pro-
gram which has been submitted by the National Association of Independent Col-
leges and Universities. The proposal is complex but what it basically does is to con-
centrate Pell Grants on direct educational costsprimarily tuition and feesrather
than the indirect costs, or living expenses, which are roughly the same for all stu-
dents regardless of the institution which they attend. The most needy students, of
course, would also be able to receive support for living expenses, but this proposal
would enable them to select the college or university, whether public or independ-
ent, which most closely meets their educational needs.

Secondly, I would like to see the definition of an "independent" student revised
and tightened so that parents are called upon to provide support when they are ca-
pable of doing so. With certain exceptions, such as orphans, wards of the state, and
honorably discharged veterans, students under age 23 should be considered depend-
ent upon their parents for financial aid purposes. If a student's parents are unable
to provide support, their lack of ability will be taken into account in the calculation
of the student's financial need. If they are able to provide support, they should do so
in order to make more aid available to students who need it.

Thirdly and finally, the Guaranteed Student Loan Program should be limited to
need remaining after all federal grant, work, and loan benefits, together with all
expected parental and student contributions, have been taken into account. In an
era of limited funding, there is no justification for a program based on consider-
ations other I' an financial need. If families can afford the cost of an education, they
should be ask,d to assume that responsibility. Any other policy undermines public
support for the whole concept of aid to higher education.

These three measures, if adopted and rigorously enforced, will do more to address
the needs of the 1980s than any other actions which could be taken at the federal
level. If must be borne in mind that the states are now providing substantial and
ever increasing subsidies to the public institutions Independent institutions, which
must raise tuition to cover the cost of education, are being placed in an increasingly
disadvantageous position as a result. The rising tuition gap between public and inde-
pendent institutions will be the single most important challenge facing American
higher education in the next decade. It is vital to take the necessary steps now that
will preserve our dual system of public and independent education so that we do not
force more and more students into the public sector at a far greater cost to the tax-
payer.

As a final note on providing assistance to older students we would also like to
suggest that the administration of the Pell Grant Program oe handled at the insti-
tutional level in order to facilitate the application process. Many older students
must now complete the Federal Special Conditic_i Application, a lengthy, frustrating
experience for most applioants. Processing at the institutional level would stream-
line this process consider 'aster responses would be of great assistance to older
students who suddenly f. ',elves in changed .inancial circumstances and in
need of timely information -nal available aid.

1 5 1
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I realize I have only touched on some of the issues that could be raised in re-
sponse to your searching questions Please let me know if there is additional infor-
mation we can provide either in response to these or other questions you may have
Thank you for your continuing interest in the financing of higher education

Sincerely,
PHILIP M PHIBBS,

President, University of Puget Sound

SPOKANE COMMUNITY COLLEGE
Spokane, WA, July 18, 1985

Congressman ROD CHANDLER. Bellevue, WA
DEAR CONGRESSMAN CHANDLER' Please accept the following as testimony to be

submitted on Postsecondary Education in their field meeting on July 22, 1985 in Se-
attle, Washington

I encourage you to support the reauthorization of the Higher Education Act, in-
cluding the Cooperative Education Program, Title VIII

Title VIII grant awards not only allow higher education the opportunity to estab-
lish one of the most cost effective programs in education, but the outcome are
almost a necessity For today's changing work environment

Listed below are some major benefits derived by students, colleges, and employers
as a result of Cooperative Education Title VIII funds.

The student (reasons students give for wanting Co-op).
Obtain a practical work experience in my field of study.
Personal growth (develop confide.PP and learn to intema professionally)
To enhance my classroom training.
To earn money to support myself in college
To help in choosing a career
To work with equipment the college doesn't have
Obtain full-time placement upon graduation
Th., college (reasons administration and faculty give for working with Co-op).
Co-op puts instructors in direct contact with business and industry so we (educa-

tors) can develop curriculums that are relevant, applicable, and up-to-date withpractices from today's work environment.
Cooperative Education creates an exciting partnership with he business world for

developing relevant college programs for the students.
Community colleges with Co-op programs are teaching students to meet rnmuni-

ty needs
Cooperative Education provides opportunities for individualized instruction and

can effectively overcome the barriers for handicapped and minority students
The employer (reasons employers give for wanting Co-op).
To become part of Cher educational process
To provide experience, space, and equipment educational agencies are unable to

fund.
To pay students an acceptable wage to help d-fer the expenses of their rising col-

lege costs.
To help bridge the gap of theory in the classroom and the practical application

found in the work place.
To hire a better prepared and more qualified graduate.
Cooperative Education is a self-help program and not a handout or loan It rein-

forces the work ethic in students and instills in all people a respect for American
free enterprise and for the value of money earned through work It makes education
affordable to students from all income levels

Again, I encourage your support for the Cooperative Education Title VIII Pro-
gram as a -vital pan of the Higher Education Act.

Sincerely,
ROBERT A FAILING,

Cooperative Education Director,
Spokane Community College.

CENTRA', WASHINGTON UNIVERSITY,
Ellensburg, WA, July 17, 1985.

Congressman Ron CHANDLER, Bellevue, WA
DEAR CONGRESSMAN CHAND...ER: Please accent the following as testimony to be

submitted to the House Subcommittee on Postsecondary Education in their field

52



148

meeting on July 22, 1985 in Seattle As principal administrator for Cooperative
cation at Central Washington University since 1972, I can attest to the value of Co-
operative Education and I urge that every effort be made to continue the important
federal initiative on behalf of this concept through Title VIII of the Higher Educa-
tion ' ct.

The level of funding for Cooperative Educatica, approximately $14 million annu-
ally, is almost microscopic by comparison to entitlement, grant and loan programs
for financial assistance to students, which together are funded at about 1000 times
the level of Cooperative Education. However, "Co-op" yields disproportionately high
beneficial returns by comparison. Funding Cooperative Education amounts to
"spending smarter" rather than spending higher

Co-op (Title VIII) funding promotes establishing programs within colleges and uni-
versities for these purposes and benefits:

Co-op students are placed in career and academically related professional work
experiences with employers of ail kinds, public and private, who pay students regu-
lar, unsubsidized wages for their work.

Co-op students are tax on their earnings, which generate revenues to the gov-
ernment many times great:: than the amount of funding allocated to set up the
programs.

Co-op experiences are repeatedly alternated with on-campus study periods so that
academic theory is extensively integrated with actual experience in directly related
work assignments

Co-op students earn their own way a, ocqh school, while also getting a more bal-
anced education

Co-op schools and Co-op employers ere drawn :a, ,-..ork more closely together which
provides mutual and reciprocal benefit for improved human resource development
on the one hand and for more up to date curriculum development in more critically
important fields on the other hand

Co-op is openly available to all students without regard to race, creed, sex, socio-
ec momic class, or ther non job relatei distinctions.

Beyond financial help, Co-op students benefit by improved self confidence and mo-
tivation resulting from having a more meaningful role in society, by gaining an im-
proved understanding of their academic field based on real, concrete experiences, by
improving their opportunities to test, confirm and develop in the career directions
they are considering, and by improving their odds for successful career placement at
graduation.

With all these benehtg. at such a low cost, one might wonder why any federal
subsidy at all is needed for Indeed, at a few institutions, including Northeast-
ern University, University of Cincinnati, Drexel University and Antioch University,
Cooperative Education was establisheu independently. But other institutions have
not been quick to adopt their models, particularly outside of engineering and a few
other fields, and only as a result of the limited federal incentive funds that have
been available in recent years. The reasons for this slow movement are that Co-op is
a relatively recent federal initiative, it has never been funded in an amount suffi-
cient to firmly establish a viable alternative to other methods of financially assist-
ing students, and it supports an ethic that is fundamentally different from a prevail-
ing attitude on campus, i e., toward education that seeks greater involvement with
the real world rather than withdrawal and toward learning, at least in part, on the
actual job rather than by abstraction in the classroom.

This is a worthy ethical pursuit, and a cost effective way of supporting students
and promoting cooperation between industry and academia and it deserves the
strongest possible support for continuation in the reauthorization of the Higher
Education Act Indeed, it is time to extend the Cooperative Education concept to
more students of more disciplines at more institutions by funding Title VIII at a
substantially higher level. I ask your support and that of the House Subcommittee

Sincerely,
V GERALD REED,

Director, Coop!rattve Education and Internships.

OREGON ASSOCIATION OF STUDENT FINANCIAL AID ADMINISTRATORS,
July 1.9, 1985

Hon. ROD CHANDLER,
House Education and Labor Committee, Bellevue, .(A

DEAR CONGRESSMAN CHANDLER The Oregon Association of Student Financial Aid
Administrators appreciates the opportunity to present written testimony to the
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House Education and Labor Committee. We will limit our comments and recommen-
dations to the following topics

Campus Based Aid Program Funding FormulasState allocations, fair share; con-
ditional guarantees.

Undergraduate versus Graduate Funding Priorities
The Definition of Need and Dependency Status
Loans ProgramsEligibility; loan limits; l'an consolidation
The Pell Grant ProgramMaximum grant amount, determination of need
Satisfactory Academic Progress

CAMPUS BASED AID PROGRAM FUNDING FORMULAS

1. The current components that make up the State Allocation Funding Formula
need to be updated to make the distribution formula a more fair process These com-
ponents include: definition of the poverty level, specific enrollment criteria, and rel-
evant demographic data.

2. We support the concept of conditional guarantees of funding to preclude states
and institutions from receiving precipitous reductions in student financial aid allo-
cations. After the conditional guarantee factors are taken into consideration, any
"new" funds should be distributed on a fair share basis. However, we believe that
the elements that determine the fair share allocations should be reviewed, and
where appropriate, revised to more accurately reflect the need of students at institu-
tions with large non-traditional or part-time student populations.

3. We compliment the Department of Education for bringing in a "panel of ex-
perts" to make recommendations regarding the campus based allocation funding
process. However, since it has been approximately ten years since the original panel
was formed, we recommend that a new pr of experts be commie iioned by the
Congress and the Department of Education to review the current fair share/condi-
tional guarantee system and make recommendations for how the system should be
best structured in the years to come.

UNDERGRADUATE VERSUS GRADUATE FUNDING ealoamss

We support the concept that federal student financial aid programs should strive
to provide access and, to a degree, choice for undergraduate education over graduate
education.

TEE DEFINITION OF NEED AND DEPENDENCY STATUS

1. We believe that the current Uniform Methodology is the best system now a-rail-
able for determining expected family contribution and financial need and that the
Pell Grant system for determining family financial contributions is inferior and
should be eliminated. Therefore, we recommend that Uniform Methodology should
be the system used for determining expected family contributions and financial
need for the r-l1 Grant, College Work-Study, National Direct Student Loan, and
Supplemental Educational Opportunity Grant programs.

2. We recommend that more stringent requirements be developed for a student to
meet before the student would bt ,:onside red independent of parents for financial
aid purposes.

LOAN PROGRAMS

1. Eligibility for borrowing under the Guaranteed Student Loan program should
be limited to students who are regular students of the institution and are pursuing
a degree or certificate program.

2. The current five percent loan origination fee should be eliminated
3. We recommend increasing the National Direct Student loan limits to $5000 for

the first two years of undergraduate study, $10,000 for total undergraduate study,
and $20,000 total for combined undergraduate/graduate study.

4. We recommend increasing the Guaranteed Student Loan limits to $3000 per
year for undergraduate borrowers and $7000 per year for graduate borrowers. The
aggregate loan limits should be increased to $15,000 and $35,000 respectively.

5. Parents of dependent undergraduate students and graduate student borrowers
should be allowed to borrow up to $5000 per year from the PLUS/ALAS program.

6. We support reinstating a loan consolidation program for students which would
permit loan repayments to extend up to 20 years, depending upon the amount bor-
rowed and the student's ability to repay.
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THE PELL GRANT PROGRAM

1. Maximum Pell Grant awards should be increased to $2700 for the 1986-1987
school year and future grant amounts should at least keep up with the level of infla-
tion by requiring annual adjustments to the maximum awards by at least the
amount of the annual Consumer Price Index increase

2. The cost of education provisions for this program should be revised so as to be
more reflective of true cost.

3. We recommend that the Multiple Data Entry processors, such as the CSS and
ACT, be allowed to determine Pell Grant eligibility without the need for a central
processor The process as it now exists, with the use of a central processor and the
Student Aid Report, is an unnecessary, confusing, time consuming and frustrating
process for students, parents and institutions Nearly identical results could be
achieved at far less expense and frustration if the Multiple Data Entry processors
were able to communicate Pell Grant eligibility on their existing forms to both stu-
dents and institutions.

SATISFACTORY ACADEMIC PROGRESS

We strongly support the premise tnat students should be expected to maintain
satisfactory academic progress toward completion of their educational objectives
while receiving financial assistance. However, we recommend that Title IV of the
Higher Education Act, Sec. 484(aX3) be amended to read as follows.

(3) "If the student Is presently enrolled at an institution, be maintaining satisfac-
tory progress in the course of study the student is pursuing while receiving such aid,
according to the standards and practices of the institution at which the student is in
attendance";

We appreciate your attention to our written testimony and if further clarification
is needed, please contact us.

Respectfully,
EDMOND VIGNOUL,

OASFAA President
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