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inancing Nontraditional Students
Seminar Overview

Judith S. Eaton

4 4 ontraditional" students constitute the majority population in the nation's colleges andN
universities. Based on filll-year estimates, this population approaches 11 million.

Who are these students? To what extent do the structure and scope of financial aid assist them
in realizing their goaLs? What needs to be done to further assist these students.in the future?
During the past year, these and other questions about this growing student population within
colleges and universities have been the focus of several conversations held by educators in

various higher education associations in Washington, D.C.
To fu-rther pursue this issue, representatives of higher education associations, faculty,

college administrators, and officials of government agencies were brought together by the

6 nerican Council on Education to meet at the Brookings Institution in Washington, D.C. on
September 27, 1991. The group considered important questions about nontraditional students
based on the papers written by Laurent Ross and Diane Hampton, Lawrence Gold, Arthur
Hauptman, and Martin Kramer that are presented in this monograph.

The authors of the papers and the participants in the seminar identified a number of
important public policy questions relative to nontradit'onal students:

How can higher education better accommcdate a growing population of part-time
student% who attend several institutions over many years and whose educational goals
include many variations on the theme of the traditional educatipnal goal of degree

acquisition?

Should student characteristics such as age, sex, and income constitute the basis on
which decisions about financing nontraditional studlits are made? Alternatively,
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should individual student enrollment behavior and educational goals provide the basis
for these decisions?

Should higher education financing place the needs of traditional students before those
of nontraditional studentson the theory that traditional students (who are younger)
ought to be the primary focus of the nation's investment in higher education?

What could or should be done to provide more adequate financing for nontraditional
students in the future? Should this future financing evolve from existing efforts or are
alternative mechanisms needed?

The authors provided seminar participants with a thoughtful foundation for discussion of
future policy direction regarding aid for nontraditional students. Both presenters and partici-
pants saw themselves as initiating an important dialogue that could affect the future quality and
adequacy of financial support for this rapidly growing student population within higher
education.

How Do We Define "Nontraditional" Students?

Authors Ross and Hampton identify nontraditional students as having one of the
following characteristics: either part-time, or older than 22, or pursuing clock hour rather than
credit hour instruction, or financially independent of parents, or neither high school graduates
nor GED recipients. They provide an alternative methodology by which to identify the
numbers of these students. Relying on the National Postsecondary Student Aid Study
(NPSAS) data for fall 1987, they attempt to document the number of students enrolled in
higher education institutions during the entire calendar year. This contrasts with the snapshot
method of enrollments for the fall of each year provided, for example, by the National Center
for Education Statistics (NCES). Based on full-year estimates, Ross and Hampton identify 17
million students for 1987, with 11 million characterized as nontraditional.

Gold defines nontraditional students based on personal characteristics and enrollment
behavior: those 24 or older and who had not completed an undergraduate education immedi-
ately following high school.

Hauptman defines nontraditional students based on a combination of student characteris-
tics and living conditions: students are nontraditional if at lea.st one of the following conditions
pertain: they are older, working full time, attending school part time, financially independent of
parental support, or not high school graduates.

Kramer prefers not to define nontraditional students. Instead, he describes them
through three categories based on enrollment status and work: full-time students working half
time or less in self-supporring jobs, part-time students who can work full time, and part-time
students who cannot work full time.
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The seminar participants struggled with these various definitions. Like the authors, they

did not reach ageement on a definition or description of "nontraditional." Some pointed out
that the term is confirsingsomething to be used as an umbrella for a variety of sometimcs
conflicting finiding issues and concerns in higher education. Others challenged the viability of

a distinction between "traditional" and "nontraditional"they maintained that we should be

talking about all students and effectively meeting their total financial need.
The seminar brought participants to the realization that the effectiveness of future policy

decisions about nontraditional students would require corning to some agreement about how
to describe these students. Disagreement about who these students are has hampered the

capacity to build a viable financial assistance system. Participants shared the conviction that
these disagreements should not preclude needed action at the federal level. The seminar also

helped to clarify the generic elements that should be considered in future efforts to define
nontraditional students: the conversation focused on student characteristics, living conditions,

and how they use the higher education system as key elements.

Are Nontraditional Students Provided Adequate Assistance?

The authors do not provide an unequivocal answer to this question. Using the current
definitions of financial need on which Title IV programs are based, Ross and Hampton
conclude that federal financial assistance provided through Title IV of the Higher Education
Act appears to serve.full-time nontraditional students as effectively Is traditional students. Part-

time students are significantly less likely to get aid. Those who are nontraditional by virtue of

age, type of instruction, dependency status, or high school completion are as likely to receive

Title IV aid as traditional students.
Gold stresses the extent to which Title IV and other federal programs may contain

barriers and thus may underserve nontraditional studenN. His paper focuses on the comparative
fairness of Title IV aid programs for nontraditional students rather than on the question of
whether they get enough aid. He concentrates on the issue of obstacles o college participation
inherent in progams outside of Title IV. During the discussion, he indicated that both sets of

programs may be the best that we can do for these students. His analysis covers both gant and
loan programs available to these students under Title IV of the Higher Education Act,.and
other federal programs such as unemployment insurance, welfare, food stamps, and child care.

Hauptman maintains that there is "...general agreement that the current system of aid
does not adequately address [nontraditional students] present needs." He outlines a system of
grants, loans, work-study, contracts for services, employer-paid tuition benefits, tax provisions,

and service proposals that would move us beyond traditional forms of aid.
Kramer does not state that nontraditional students are underserved. He points out,

however, that the financial aid system was built for traditional students and offirs a number of
structural and programmatic suggestions for modifying and adding to the present system. One
might infer from his call for change that current assistance to nontraditional students is inadequate.
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The discussants, reviewing the authors' comments, did not agee on the question of
adequacy of aid. Some of the discussants contended that aid to nontraditional students is
adequate. They pointed to the data provided by Ross and Hampton showing that
nontraditional students (other than part time) are served as well as traditional students. They
stressed the range of programs available to nontraditional students. They suggested that many
nontraditional students may not need assistancethat these students are using the financial
assistance system to the extent of their need. They pointed to available federal fimds that have
gone unused by part-time students year after year. Some discussants maintained that traditional
students should be given priority over nontraditional students.

Other discussants found aid to be inadequate. They stressed the difficulty that
nontraditional students face in financing their education, especially in the support service areas
of child care and living costs. They pointed to congressional failure to fimd more fully grant
support to part-time studenm They focused on the limitations of contracted service programs,
e'h)ecially in the area of workforce retraining. They were not convinced by the argument
offered by some that nontraditional students need less aid. Rather, they felt that the current aid
system functions to discourage the nontraditional student, arguing that the definition of need,
limited availability of assistance for part-time students, and primary eniphasis on servicing the
traditional student all work against the nontraditional student.

What Should We Do in the Future for Nontraditional Students?

The authors were asked to look at different dimensions of this question. Gold, for
example, concentrated on what needs to be done in the context of existing Tide IV and other
federal programs. His answers to the question are to ensure fatness in Tide IV and to bring
better coordination to the other programs so that they do not conflict with one another and
produce obstacles for students. He urges a more careful definition of the nontraditional student
and details a series of changes in all programs that would help these programs to further assist
nontraditional students.

Ross and Hampton acknowledge that their comparison does not extend to the amount
of aid awarded per student and that per capita aid may vary significantly, usually to the detri-
ment of nontraditional students. They also acknowledge that they are relying on a definition of
need as established by federal legislation that excludes large numbers of nontraditional students.

Finally, their analysis shows that part-time students are significantly less likely to receive Title IV
aid than full-time studeimwhether traditional or nontraditional.

Hauptman wants to broaden the base of responsibility for financing nontraditional
students. He focuses on major programmatic changes that could be made to better serve this
population. He concentrates on ways in which working adults can receive additional assistance
from employers, the extent to which federal support through matching or incentive funds can
aid employers to help employees, and increasing the reliance on loan programs for working
adults. Hauptman also urges the establishment of contracted service programs for special



populations (such as those on welfare) that would channel funds into these programs rather
than making aid available directly to the student.

Based on the three categories into which he has placed students, Kramer wants to build a
"second system" in which nontraditional students devise their own support system. He stresses
flexibility of assistance programs, the great differences among students, and the importance of
dealing with individual cases. Kramer argues for continued reliance on grants and loans for full-
time students who are part-time eameis, loans for full-time workers who are part-time stu-
dents, and a combination of grants and loans for part-time students who work part time. Like
Haupunan, Kramer sees the extent to which a student works as a critical determinant of the
assistance package.

Summary

While not arriving at a consensus about serving nontraditional students, the seminar
discussants did offer some thoughtful suggestions for continuing the discussion. Their sugges-
tions reflect the range of thinking and differences of opinion they expressed at the meeting.
The suggestions do not reflect consistency of thought or approach, but they do provide ideas
on which to build an action agenda for the future.

Continue the distinction between traditional and nontraditional students while
further clarifying what is meant by "nontraditional" in the awarding of aid;

Alternatively, end the distinction between nontraditional and traditional students and
build an aid system focused on encouraging human potentialwhatever the use of
the higher education system;

Continue current Title IV programs with some structural modifications;

Continue to remove obstacles in other federal progranis that finance nontraditional

students;

Expand efforts to coordinate Title IV and other federal programs;

Establish new financing initiatives such as a College Line of Credit or expansion of
the Earned Income Tax Credit to help pay for tuition expenses;

Broaden the discussion of iiontraditional students to incl,ide, at the federal level,
participants from the Departments of Labor, Commerce, Defense, and Health and
Human Services, as well as representatives olthe Department of Education and the

higher education community;
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Share the responsibility for aid to nontraditional students among levels of government
(state and local) and the private sector.

Fundamental to the seminar's discussion was the difference of opinion about whether or
not financial aid for nontraditional students should be viewed as lying within the mainstream of
American higher education or whether these students should continue to be treated as "add-
ons" to assistance programs that were developed for traditional students. Until there is some
agreement about whether or not nontraditional students are central to public policy decisions
about financing higher education, it will be difficult to fully meet the needs of this growing
student population.

In addition to the challenge of positioning the nontraditional student within the financial
assistance arena, the vexing issue of "What is a nontraditional student?" remains. It became
clear from the papers and the discussion that the definition of the nontraditional student drives
decisions about financial aid programs. The seminar provided some clarification, at least to the
extent that a definition of nontraditional students in terms of personal characteristics is different
from defining nontraditional students based on, for example, their use of educational institu-
tions, It is in the area of personal characteristics that we seem unable to agee on a definition.
Defining the nontraditional student based upon enrollment behavior and educational goals may
be a promising avenue of consideration for the future.
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ow the Nontraditional Student
Finances Her Education

Laurent Ross and Diane Hampton

How many nontraditional students attend postsecondaly educational institutions? How

do they finance their education?

To answer those questions, we must first define what the "nontraditional" student is. A
"traditional" student is generally defined as being 17-22 years old, financially dependent on

parents, and a high school graduate who takes courses on a credit-hour basis and attends school
filll time. Hence, the nontraditional student is someone who fails one or more of these criteria.

Based on this.definition, nontraditional students represent over two-thirds of all under-
graduate students attending postsecondary institutions in any one year.

Number of Students

The number of students, both traditional and nontraditional, attending school during any
year is much higher than published estimates would indicate.

Most enrollment counts are snapshots: they enumerate only those students attending at a
particular time. The usual snapshot count is taken in October, at the beginning of the aca-
demic year. But many institutions, particularly proprietary schools and community colleges,
enroll students on a rolling basis all year long. The snapshot count thus seriously
underrepresents the total number of students who attend these types of institutions during the

course of a fidl year.
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Table 1 (on page 12) compares the National Center for Education Statistics' (NCES)
snapshot count of undergraduates in the rail of 1990 to a full-year count calculated using data
from the Department of Education's National Postsecondary Student Aid Study (NPSAS) and
the Fiscal Operations Report and Application to Participate (FISCOP) submitted to the
Department of Education by institutions. (See the Appendix for details on how a full-year
count was calculated.)

The full-year count shows that 17 million students attended postsecondary institutions as
undergraduates in 1990-91. Of these, 5.6 million (33 percent) were traditional students and
11.3 million (66 percent) were nontraditional. By contrast, the NCES October snapshot
estimates add up to only 12.5 million students. The largest differences between the NCES and
full-year estimates are, not surprisingly, in the proprietary and community college sectors.

Demographic and Academic Characteristics

Table 2 (on page 13) displays sonic of the demog aphic and academic characteristics of

traditional and nontraditional students by the type of institution attended. The typical tradi-
tional student is 20 years old, dependent, a high school graduate, and studying full time in a
credit-hour program. She (53 percent are female) is white (only 18 percent are minority),
single (only 2 percent are married) and comes from a family earning $41,000 per year. She is
most likely to live with her parents (40 percent of traditional students do); however, she is
almost as likely to live in a university dorniitory (38 percent). Her annual cost of education will
conie to $5,600, but her family can afford to contribute $8,600 to her education. Therefore,
she will have no need for financial aid according to federal student aid standards.

Her nontraditional counterpart is also typically a white female (57 percent are female).
However, there are higher percentages of minority students (25 percent) among the
nontraditional population. Like the typical traditional student, she is a high school graduate (92
percent), single (60 percent), and taking courses on a credit-hour basis (87 percent), but, at an
average age of 29, she is a good deal older. She attends school only part time (63 percent). She
is financially independent of her parents (62 percent) and lives off campu., (68 percent). From
her $25,000 average annual income, she is expected to contribute $17,000 toward her $3,600
cost of education. Thus, she will also be ineligible for student aid by federal standards.

It would be interesting to examine the characteristics of single parents in the undergradu-
ate nontraditional sector. However, in NPSAS 87, the number of single parents is too small to
produce statistically significant results. Single parents represent less than 2 percent of all
nontraditional students in the NPSAS 87 data base. Preliminary results from NPSAS 90 suggest
that many more single parents were captured in that survey. When this paper is updated using
NPSAS 90, closer attention will be paid to the issues fking single parents.

The nontraditional student in the community college sector tends to be older (average
age 30), and is more likely to be independent, attending school part time, and married. I Ie./she

is more likely to live off campus than other nontraditional students.

8
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At four-year public institutions, nontraditional students are younger, and they are more
likely to be high school graduates, taking courses on a credit-hour basis, single, and living off
campus. Nontraditional students in the public four-year sector are more likely to be male (48

percent) than in any other postsecondary sector.
Nontraditional students attending private institutions are the least likely to be minority

(20 percent). They also have the highest average annual income $31,000.

The profile of nontfaditional students in the proprietary sector differs considerably from
that of their counterparts ill the collegiate sector. They are younger (27 years old on average),
less likely to be high school graduates (84 percent), less likely to be enrolled on a credit-hour
basis (39 percent), less likely to be part-time studenm (25 percent), mom likely to be minority
(40 percent), more likely to live with their parents (37 percent), and mom likely to be female
(67 percent). Their average income of $16,000 is far below that of nontraditional students in

any other sector barely half that of nontmclitional students in the private sector.

Patterns of Financing

Thirty-eight percent of all undergraduate students attending postsecondary institutions
receive some sort of student aid. While 48 percent of traditional students receive som., type of
student aid, only 33 percent of nontraditional students do. Table 3 (on page 14) breaks out the

type of aid that traditional and nontraditional students receive. It also divides nontraditional

students into various categories to see if any particUlar characteristic is related to the probability

of receiving aid.
While nontraditional students are more likely to receive a Pell Grant than traditional

students, they are less likely to receive any other form of aid. The part-time nontraditional
student is less likely to receive any type of aid than traditional and fiall-time nontraditional
students. Nontraditional students taking courses for clock-hour credit are considerably more
likely to receive Pell Grants and Stafford Loans than traditional students.

In conlimmity colleges, only 21 pen:ent of all students receive any student aid at all.
Thirty-one percent of traditional students receive aid, but only 18 percent of nontraditional
students do. (See 'Inbh, 4 on pnge 15.) Nontraditional students in this sector are less likely to
receive any type of aid, even Pell Grants, due to the large number' who attend part time.
Clock-hour students tend to get more Pell, Stafford, and state aid than traditional students and

credit-hour nontraditional students.
At fbur-year public institutions, 37 percent of the nontraditional students receive aid,

compared to 44 percent of the traditional students. (See Table 5 on page 16.) Once again, part-

timers fare worst of all. Because there are fewer part-timers in the four-year public sector,
nontraditional students are only slightly less likely than traditional students to receive aid.

In private institutions, the nontraditional student is far behind the traditional student in all

areas except the Pell Grant. (See 7nble 6 on p(ge 17.) Again, part-timers get considerably less

aid than full-timers, both traditional and nontraditional.
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By contrast, in the proprietary sector, nontraditional students, who inake up 83 percent
of the sector, are as likely to receive aid as traditional students. (See Thble 7 on page 18.) Sev-

enty-eight percent of nontraditional and 79 percent of traditional students receive aid in
proprietary institutions. Nontraditional students ar e. more likely, or only slightly less likely, than
traditional students to receive all forms of aid except state aid.

Needy Students

Not all students actually need assistance to attend a postsecondary institution. By federal
student aid standards, 56 percent of traditional and 75 percent of nontraditional students can
afford to pay for their own education; that is, they have no demonstrated financial need.
Because efibrts probably should be concentrated on those students who do have need, it would
be useful to examine the characteristics of this group.

The typical needy nontraditional student is also a single white female vith a high school
degree (see Table 8 on page 19), hut she is younger (26 years old), attends school full time (70

percent), and is more likely to live on campus (11 percent). Her full-time status means she has
a much higher average cost of education: $7,600. She can afford to contribute only $3,100 of
her $11,400 annual income to purchase that education, and therefore has an average need of
$4,500.

Needy nontraditional students in community colleges have the lowest total costs of
education and the smallest need of all needy students. They also are the oldest (27), and the
most likely to be part time (46 percent), independent (66 percent), and living off campus (64
percent).

In the public four-year sector, needy nontraditional students have the smallest ability to
contribute to their own education (average expected Emily contribution of $2,650), and are
the least likely to be married (15 percent) or female (51 percent).

Needy nontraditional students in private institutions can afford to contribute more than
needy students in any other sector ($3,800), but because they attend the most expensive sector
(the average cost for needy nontraditional students is $10,300), they still have the highest need:

$6,500.
Needy nontraditional proprietary students are more likely to be minority (46 percent),

female (67 percent), attending school full time (80 percent), studying on a clock-hour basis (64
percent), and non-high school graduates (16 percent).

Interestingly, the needy nontraditional student is more likely to receive a Pell Grant or a
Stafford Loan than the needy traditional student. (See Thble 9 on page 20.) Even part-time,
needy nontraditional students are more likely to receive a I'd! Grant than their traditional
counterparts. Needy nontraditional students are less likely to receive campus-based aid, state
aid, or institutional aid than needy traditional students.

At community colleges, needy nontraditional students are more likely than, or nearly as
likely as, traditional students to receive all forms of aid except institutional assistance. (See Table



10 on page 21.) The same is true in the public four-year sector, except that needy traditional

students are somewhat more likely to receive state aid than nontraditional students with need.

(See Table 11 on page 22.)
In the private and proprietary sectors, the reverse is true. (See Tables 12 and 13 on paqes

23 and 24.) For virtually all forms of aid except the Pell Grant, the traditional needy student is

more likely to receive assistance.

Full-Time Students

Many analysts argue that, because federal need standards were developed with the

traditional student in mind, meaningfUl conclusions about nontraditional students' share of

student aid may be problematic. These analysts claim that the way "need" is defined may be

the problem facing the nontraditional student; examining only needy students may define away

the real problem.
Returning to the original distribution ofaid for all students (sec Table 3 on page 14), part-

time nontraditional students are far less likely to receive any type of student aid than traditional

or full-time nontraditioml students. The problem with Table 3 is that part-time students, who

represent two-thirds of nontraditional students, "contaminate" all the nontraditional cells in the

table.
Tables 14 and 15. (on pages 25 and 26) control for this by displaying distributions for full-

time students only; Table 14 displays all full-time, nontraditional students, and Table 15 displays

those with a need of $200 or more. As these tables show, full-time nontraditional students are

more likely to receive aid than traditional students. Traditional students are only more likely to

receive Work-Study and institutional aid than full-time nontraditional students.

From these analyses, it appears that nontraditional students seem to have two basic

problems in getting their fair share of student aid: their part-time status, and the degree to

which they do not receive institutional aid. These are the areas in which it would be most

fruitful to concentrate efforts to help the nontraditional student.
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Appendix

The best data base available for examining the characteristics of traditional.and
nontraditional students is the National Postsecondary Student Aid Study of 1987. NPSAS 87
was a survey of nearly 60,000 students undertaken by the Department of Education. The
survey asked studem parents, and institutions questions on financial aid, cost of attendance,
and enrollment.

The major weakness of NPSAS 87 is that it was designed to study a sample of students
enrolled in the fall of 1986. Many nontraditional students, particularly in the community
college and proprietary sectors, do not enroll in the fall semester. The original sampling and
weighting scheme of NPSAS 87 allows only for estimates of fall 1986 enrollees and their

characteristics. When these criticisms were raised, the Department agreed to partially correct
the data base with new weights that would provide full-year estimates, but only for federally

aided students.
Using the original weights of NPSAS 87 and defining traditional and nontraditional as

described in this text, one can estimate that approximately 11.2 million undergraduate students
attended some form of postsecondary institution in the fall of 1986, 4.3 million traditional, and
6.9 million nontraditional. (See Table A-1 on page 29.)

Full-year estimates can be roughly calculated using the Department's own reweighting
work. All students in the data base can be reweighted using the ratio of the full-year estimate
of federally aided students to the fall 1986 estimate of federally aided students. (See Table A-2 on

page 30.) Reweighting was done controlling for the type of institution and the traditional or
nontraditional 'status of the student.

An example of the calculations involved will clarify the methodology. The cell for
nontraditional students in the community college sector in Table A-1 shows that about 3.5
million students of this type attended school in the fall of 1986. Of these, nearly 500,000
received some sort of federal aid. By using the full-year weights of the Department, one can
estimate the number of nontraditional community college students who received federal aid for
the entire 1986-87 academic year. Table A-2 shows this to be close to 700,000 students. The
ratio of the flill-year estimate to the fall 1986 estimate of federally aided community college
students (666,893/473,324 = 1.409) can be used to inflate the original fall 1986 estimate of all
nontraditional community college students, 3.5 million. Multiplying 3,497,832 by 1.409 gives a

new estimate of 4.9
Using the above methodology to inflate the fall 1986 estimates to full-year estimates

gives a new projection of 14.1 million undergraduate students,A.8 million traditional, and 9.3
million nontraditional. (See Table /1-3 on page 31.)

Perhaps the best source for full-year enrollments is the Department's Fiscal Operations
Report and Application to Participate (FISCOP), which all institutions must submit to be
eligible for campus-based federal student aid (SEOG grants, Work-Study, and Perkins loans).
Institutions imist provide full-year enrollment figures, month by month if they have rolling

27- 49



enrollments. Unfortunately, FISCOP does not provide data on individual students, but the
enrollment totals from FISCOP can be used as targets to reweight the full-year estimates in
Table A-3. The same reweighting philosophy used to create Table A-3 was used to inflate the
full-year NffAS 87 estimates so that the sum of traditional and nontraditional students in any
one sector added up to the full-year count for that sector in FISCOP.

This strategy worked well for all sectors except the proprietary. Many proprietary
institutions do not apply for campus-based aid; therefore, enrollment totals for that sector are
low. To compensate for this, total proprietary enrollment from FISCOP was reweighted by
the ratio of total Pell Grants received by these institutions to Department figures on total Pell
Grants to all proprietary institutions. See Table A-4 (an page 32) for these estimates.

Another problem with the FISCOP data is double-counting. Students who attend one
institution in the fall and then transfer to another institution in the spring (or any other time)
are counted once by each institution. NPSAS 87 conducted interviews in the spring of 1987,
but only students who were enrolled in the fall of 1986 were interviewed. Students were asked
if they were attending the same institution as they had been in the fall of 1986. The ratio of
students who said they were not attending another institution to all students was used to
downsize the estimates of Table A-4. The final estimates of 17 million undergraduate students
attending postsecondary education in 1990-91 are used in Table 1 in the text.
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mproving College Access
for Needy Adults Under Existing
Federal Programs

Lawrence N Gold

Two years ago, I wrote a paper called campus Roadblock. My premise was that federal

policy should encourage, not impede, adults who have the ability and motivation to go

to college, especially "at-risk" adultspeople whose lack of education and training leave them

unable to fiinction effectively in the job market. Instead of a federal policy that encourages
adult college participation, my research uncovered laws and regulations under ten programs

that placed serious obstacles in the path of adults attending college.
Sornetithes the obstacles were unintended; other times, they served a program purpose

but turned a blind eye to the educational impact. In either case, I found that many ofthese

obstacles had a chilling effect on adult college attendance and could be removed without
significantly damaging other policy interests.

In preparation for this conference, I was asked to revisit some of these issues. Before

undertaking a program-by-program review of the Roadblock findings, however, I want to

define the kind of student I focused on, the kind of education I focused on, and the yardsticks

by which I evaluated policy options.

About Whom Are We Talking?

The term "nontraditional college student" can mean many different things. Among

other things, the term is often taken to connote: (1) part-time students, whether youth or

adults; (2) educationally deprived students, whether youth or adults; and/or (3) noncollegiate

.33
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educationspecifically, education below the two-year degree level, in colleges as well as in
proprietary schools. (This last is really a type of education, not a type of student.)

In Roadblock, I defined a "nontraditional college student" as an adult age 24 and up who
had not completed an undergraduate education immediately following high school (or had not
completed high school altogether). As noted earlier, the Roadblock recommendations were
particularly focused on "at-risk adults," such as welfare recipients, displaced homemakers, and
displaced workers.

What Kind of Education Are We Talking About?

The recommendations in Roadblock were focused on degree or certificate programs as
those temis are currently defined in higher education law, which includes short-term
postsecondary vocational training as well as traditional collegiate work.

This does not have to be the case. For example, as we consider new policy options, we
might want to tiAten our focus. One alternative is to develop recommendations applicable only
to students in associate or baccalaureate programs. Another option is to expand our.focus, for
example, by recommending policies to encourage continuing education of a nondegree,
noncertificate nature.

What Yardsticks Do We Use to Evaluate Policy?

I used two different yardsticks to evaluate policy options in Roadblock.

In evaluating existing student aid programs, the }iardstick was, "Does the system treat the
financial position of adults in college fairly, compared with the way it treats the financial

position of traditional-age, dependent students?" This standard of comparative fairness was the
basis of the reforms enacted in 1986, and will probably be the basis.on which they are re-
evaluated in 1991 and 1992. This is not the same as evaluating whether adults receive enough
aid in relation to their "need."

In evaluating federal programs outside student aid, the yardstick was, "Does the program
(or lack of one) create obstacles to college participation that could be eliminated without
detracting from other important public policy purposes?"

As we begin to examine options for new, long-term initiatives, a third consideration will
assume center stage: whether we can construct programs that provide help to nontraditional
students appropriate, in size and nature, to their actual financial position. That said; let us re-
examine the program-by-program Roadblock findings.

- .3 4
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HOW COULD TODAY'S FEDERAL STUDENT AID PROGRAMS
TREAT ADULT STUDENTS MORE FAIRLY?

Roadblock addressed eight key issues.

1. Financial Aid Discretion/Base Year Income

Original Finding:
Pell Grant eligibility is determined in part by assessing the family's "base year income,"

based on the assumption that the financial capacity of the family breadwinner(s) is not likely to
change over a two-year period. However, "base year income" is not a reliable predictor of the
financial capability of older, independent students who may be recently unemployed, or

displaced homemakers, or those whose income will be significantly reduced by attending
college. In 1986, Congress recognized this concern by permitting campus financial aid officers
to exercise discretion in deternfining Pell Grant eligibility. This discretion, however, has been
withdrawn in appropriations legislation since FY 89.

Original Recommendation:
Congress should restore financial aid officer discretion. Among the factors triggering the

use of such discretion should be a projected reduction (f income dm* the enrollment period by 10

percent compared to the base year. The U.S. Department of Education should encourage financial

aid officers to employ this discretion.

Update:
The conditions giving rise to this recommendation still pertain. The National Associa-

tion of Student Financial Aid Administrators (NASFAA) and the rest of the higher education
conmiunity have strongly.supported the reinstitution of financial aid officer discretion. Con-
gress is also considering the. option of dropping base year income as a way to determine the
financial need of any independent student, and to using the student's anticipated income for the

school year instead.

2. Less-than-half-time Pell Grants

Original Finding:
In 1986, Congress provided that students attending college less than half time are eligible

for Pell Grants if they meet the program's need requirements. However, the eligibility of less-
than-half-time students has been withdrawn through appropriations legislation since FY 90.
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Original Recommendation:
Pell Grant aid to students attending college less than half time should be restored.

Update:
The conditions giving rise to this recommendation still obtain. The cost of restoring the

less than half-time provision is estimated at $40 million. The American Council on Education
(ACE) and the Coalition for Aid to Adult and Part-time Students (CAPS) support restoration
of aid eligibility for less-than-half-time students. NASFAA opposes the provision on grounds
that full-time students should have a priority on aid, that part-time students have a worse record
of persevering in school, and that the provision allows too much time for students to complete
their education.

3. Campus-based Aid for Part-time Students

Original Finding:
Colleges rarely spend their federal campus-based student aid allotments on part-time

students. To correct this, Congress in 1986 mandated that institutions devote at least a "reason-
able proportion" of their campus-based student aid funds to part-time students. However,
subsequent federal regulations in effect negated the provision and released schools from having

to fulfill this obligation.

Original Recomtnendations:
A. Congess should alter the campus-based application to ensure that enrollment

status is cross-referenced to income and dependency in the following manner:

FORMULA FOR DETERMINING AID,
BASED ON INCOME, DEPENDENCY

AND ENROLLMENT STATUS

Full-time Part-time

Dependent Undergraduates
$0-$2,999
$3,0(X)-$5,999, etc.

Independent Undergraduates
$0-$999

$1,000-$1,999, etc.

Dependent Graduate students
$0-$2,999, etc.
Independent Graduate students
$0-$999, etc.
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B. To enforce the "reasonable proportion" principle, Congress should require that

institutions provide aid under their campus-based program allotment to at least 5

percent of their part-time students in the lowest income cohort.

Update:
Because the tenn "reasonable proportion" was so loose, and the Department of Educa-

non chose not to effectuate it, there has been no discernible shift in aid as a result of this

provision.
At least two proposals have been advanced since Roadblock to bring more concreteness to

the concept of reasonable proportion. The American Federation ofTeachers has proposed that,

"If the total financial need of students attending the institution less than full time equals or

exceeds 5 percent of the institution's allotment, then an amount equal to at least half of that

percentage will be made available to such students." The National Education Association

advances the same type of proposal with different percentages. NASFAA would oppose such a

change, as it opposed "reasonable proportion" in the first place, because it diminishes financial

aid officer discretion.

4. Needs Analysis

Original Finding:
The statutory Congressional Methodology for evaluating student eligibility for campus-

based student aid fails to account for differences in the financial situation of adult heads of

household in the low-income range.

Original Recommendation:
The federal needs analysis system should be more sensitive to differences in the income

and assets of adults with dependents, and family expenses should be fully counted at their actual

level in assessing financial need.

Update:
The relative position of independent students and part-time students in relation to full-

time, dependent students is a key consideration in developing a new needs analysis system

under reauthorization. While Roadblock's recommendations would strengthen the position of

independent students on grounds of comparative fairness, some observers believe that the

advances made in 1986 swung the pendulum too far toward independent students and they have

put forward proposals to moVe federal policy in the opposite direction.

One proposal, to raise the Standard Maintenance Allowance for all families, would have

the effect of moving more dependent students into the category of greatest need, thereby

decreasing the system's sensitivity to gradations of need among low-incoine applicants. This

proposal is coupled with another to remove nine months worth of living expenses from the

1,1
r



Standard Maintenance Allowance, and to rely instead on the cost-of-attendance calculation to
account for these expenses. This would have the effect of decreasing the aid eligibility of
independent students in relation to dependent students.

Proposals to tighten the definition of "independence" and raise the cutoff age for
independence are based on a concern that current criteria may consider younger students
eligible although they are not genuinely needy or genuinely independent. Some believe that
independent students who are married but have no other dependents are getting more aid than
other students in comparable need; they call for harsher treatment for students in this category.
In short, there are serious calls for retrenchment as well as expansion with regard to indepen-
dent students.

5. Pell Grant Care Allowance

Original Finding:
The Pell Grant formula permits students to count only $1,000 of day care costs, regardless

of the number of children or other dependents. This arfificially low allowance reduces the
grants of some students at low-cost institutions, because Pell Grants cannot exceed 60 percent
of total attendance costs.

Original Recommendation:
Dependent care costs based on a full-time maximum of at least $3,000 per care recipient

should.be allowable educational costs in determining eligibility for Pell Grants, campus-based
aid, and loan programs.

Update:
The original recommendation was based on the way day care allowances interacted with

the current Pell Grant formula, particularly the 60 percent rule. If that rule is eliminated in
reauthorization, and if the method of computing living costs is also revised, the most appropri-
ate way to compute day care expenses would also change.

One possibility would be to add an amount ($1,000 has been suggested) to the calcula-
tion of living expenses in a new Pell Grant formula. Another option would be to include actual
day care expenses up to $3,000 among the elements (such as medical expenses) that are de-
ducted from income in calculating the expected family contribution of each applicant.
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6. Loan Forbearance for Part-time Students

Original Finding:
Students who attend school less than half time are ineligible for either a Perkins or a

Stafford loan. They must also begin loan repayment as though they have completed school and

are earning a living.

Original Recommendation:
Before they must begin repayment, all borrowers should be informed of their right to

apply for deferral or forbearance of repayment. Continued attendance, even on a less-than-

half-time basis, should be one criterion for granting deferral or forebearance.

Update:
Many Roadblock commenters considered the original recommendation too open-ended,

especially as it implied that forbearance would automatically be extended, regardless of how long

the adult is in school or the size of his or her income. The recommendation might enjoy

greater acceptability if forbearance was made subject to periodic review during the time of

attendance and restricted to those who can demonstrate a financial reason not to repay.
A. "Student Borrower Protection Plan," which the major higher education associations

have put forward, is relevant here. Under a plan of this nature, borrowers whose debt exceeded

their income could be eligible for extended repayment, igaduated repayment or some kind of

income-contingent repayment. This would alleviate many of the concerns that gave rise to the

Roadblock forbearance reconmiendation.

.7. Financial Aid/Welfare/Food Stamp Conformance

Original Finding:
Federal student aid not directly attributable to tuition and fees is often counted against an

individual's eligibility for welfare and food stamps, and beneficiaries ofthese programs are given

the impossible choice of either getting an education or feeding their children.

Original Recommendation:
All student financial aid under the higher education act should be clearly defined as

contribution to the education-related costs of those who receive aid. Such aid should not be

counted as personal income, in whole or in part, in determining an individual's eligibility for

food stamps or welflire.

- 39-
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Update:
This problem is still with us, and a change in the law would be of significant benefit to

welfare and food stamp recipients trying to attend college.

8. Financial Aid Information

Original Finding:

Financial aid information habitually fails to reach part-time and evening students, who
make up the bulk of the adult student population.

Original Recommendations:
A. Doubling the Educational Opportunity Centers program would assure greater

outreach to this population.

B. Financial aid training that the government currently conducts for high school
counselors should be expanded to include professionals who deal with adults
human resource officers in business, labor counselors, and unemployment and welfare
counselors, to name a few.

C. Easy-to-read, well-highlighted informational materials specifically targeted to adults
should be required of all colleges that serve a large adult population.

Update:
These condition still exist, and in fact have worsened as the Department of Education

no longer conducts training for high school counselors. NASFAA has proposed a reinstitution
of training funds for college financial aid officers, but not for others. ACE has put forward a
proposal for a broad media-based public information campaign about college and financial aid.

- 40 -
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WHAT CAN BE DONE TO REMOVE OBSTACLES
THAT OTHER FEDERAL PROGRAMS PLACE IN THE PATH

OF COLLEGE ATTENDANCE FOR ADULTS?

Unemployment Insurance

Original Findings:
Roadblock found that too many states treat the idea of education and training for unem-

ployment insurance recipients as a probable evasion of the individual's responsibility to look for

work, rather than as a way for individuals to build better, more stable careers. Claimants were
often left unaware of the training option; decisions about whether to allow training were made
in an inconsistent, almost haphazard manner; and postsecondary education was treated with

particular suspicion.

Original Recommendations:
A. The Department of Labor (1)OL) should undertake a new and truly complete, state-

by-state survey of state practicefi-om the kinds of notification the states use, to the
types of training they approve, to their manner of making decisions.

13. IDOL, by regulation, should insist that the states clearly notify beneficiaries of the

training option, and that they develop and employ objective criteria for evaluating

training providers and approving training requests.
C. Federal unemployment law should be amended to place the burden on the state to

prove that training proposed by the beneficiary is not satisfactory, rather than placing

the burden on the individual to justify the training.

D. Finally, federal unemployment law should be amended to specify that attendance at

an accredited institution of higher education, if the claimant is making satisfactory

progress toward a recognized degree, constitutes approved training for the purposes of

the unemployment insurance program.

Update:
The conditions giving rise to these recommendations still pertain.
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Welfare

Original Findings:
Roadblock found that welfare recipients usually were not told by their local caseworker

that postsecondary education is an allowable training activity, and that the recipient can con-
tinue to receive subsistence benefits without abandoning college for a menial job or short-term
training. Furthermore, federal financial aid in excess of tuition and fees was routinely counted
as income and therefore reduced welfare eligibility.

Original Recommendations:
A. Welfare legislation should be amended to require that the states allow welfare

recipients to fulfill their education and training requirement in college, if they so
choose, as long as satisfactory progress is being made in school and the course of study
is consistent with the individual's career goals.

B. The law should be amended to ensure that student financial aid is not counted as
personal income, in whole or in part, in determining an individual's eligibility for
welfare benefits.

Update:
No good data have been collected yet about whether the states are allowing

postsecondary education more often, and, if so, whether this policy is changing behavior at the
caseworker level. Since the incentives of the system still reward short-term as opposed to long-
term training, it is highly doubtful whether much change in behavior has taken place. The
Ways and Means Subcommittee staff director does not believe a change in either policy cited
above is necessary or desirable.

Food Stamps

Original Findings:
Roadblock found that adults who want to attend college must meet special eligibility

requirements to receive food stamps, including a requirement that they work 20 hours per
week no matter how many courses they are taking. They may not deduct educational ex-
penses from their income in applying for food stamps, but the student aid they receive is often
deducted from their food stamp allotment.

Original Recommendations:
A. No federal student assistance should be counted as personal income, in whole or in

part, in determining an individual's eligibility for food stamps.

42



B. Documented education-related expenditures made by food stamp applicants should

be excluded from personal income in determining food stamp eligibility.

C. The policy of imposing a 20-hour-per-week work requirement on college students

who otherwise qualify for food stamps should be abandoned. The requirement is

extraneous to financial need, and only serves to prolong or interfere with the

individual's ability to complete his or her education.

Update:
Last year's food stamp reauthorization made no changes in any of these areas.

Child Care

Original Findings:
The lack of accessible, affordable child care is a considerable obstacle to adults seeking a

college education. Roadblock found that Title XX state social ssrvices block grants rarely help

adults meet day care costs, that the future of child care provided by welfare reform is question-

able, and that other sources of potential federal support, including a Higher Education Act

program, are either unauthorized or unfunded.

Original Recommendations:
A. Child care support under Title XX social service block grants should be continued

and enhanced, and the law should be amended to prohibit the states from

disqualifying eligible recipients simply because they are attending college.

B. The campus child care program authorized under Title IV of the higher education

act to provide funding for on-campus day care centers should be reauthorized and

funded.

C. The Senate Finance Committee, the House Ways and Means Committee, and the

House Education and Labor Committee should carefully monitor the

implementation of welfare reform to ensure that postsecondary education is not being

unduly restricted by the states and that child care services are made available to

eligible beneficiaries as mandated.

Update:
Ways and Means staff do not foresee legal changes in either Title XX or welfare reform

to accommodate the concerns raised. Prospects for reauthorization of the campus child care

program are uncertain.
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Employee Education Benefits

Original Findings:
Section 127 of the tax code, which makes employer-paid educational benefits tax free to

the employee, was found to constitute a significant incentive for genuinely needy individuals to
attend college.

Original Recommendation:
To ensure that employers continue to promote the education and training of their

workers, Section 127 of the tax code should be extended permanently.

Update:
At the end of the last Congress, Section 127 was extended for 15 months, to the end of

1991, and eligibility of graduate students was restored. Another effort will be made to extend
the program.

Job Training Partnership Act

Original Findings:
Roadblock found that the Job Training Partnership Act (JTPA) rarely supports training for

adults in postsecondary institutions because: (I) local decision makers appear to distrust college
programs; (2) federal performance standards for adult JTPA participants do not count educa-
tional achievement as a successful training outcome; and (3) local officials often require provid-
ers to offer only short-term, noncredit, open-entry/open-exit programming.

Original Recommendations:
A. DOL should conduct a study to deterniine the circumstances under which different

kinds Of providers are most likely to promote long-term self-sufficiency and
productivity. The federal government should immediately begin to compile
systematic data on the employinent and recidivism rates ofJTPA clients trained
through postsecondaiy education compared to other types of training.

B. JTPA performance standards should be amended by legislation to count educational
advancement as a successful outcome for adults under the same terms as it is counted
for youth.

C. To ensure that somewhat longer-term training options are not shut out ofJTPA
participation, JTPA legislation should be amended to prohibit local authorities from
restricting JTPA participation to open-entry/open-exit programming or to noncredit
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progxamming, especially when credit would otherwise be accorded for similar

tTaining.

Update:
In 1990, Congress tried unsuccessfully to enact new JTPA legislation. The bills did not

directly address performance standards, although there was language encouragin- a greater
emphasis on educational outcomes. Concerns about the other issues outlined above were not
addressed. Another attempt will be made to enact legislation this year.



ontraditional Financing
for Nontraditional Students

Arthur M Hauptman

INTRODUCTION

How Do We Define "Nontraditional" Students?

When federal student aid progyams were initially developed in the late 1950s and the

early 1960s, they were designed with the traditional college student in mind: the 18-

to 22-year old high school graduate enrolled full time in a degree-granting program and

financially dependent on his or her parents. The underlying premise of needs analysis, the

expectation of a family contribution, and the calculation of room, board, and other related

costs of attendance are all rooted in this particular notion of a college student.

In the quarter-century since the 1965 passage of the Higher Education Act, however,

the characteristics of the students enrolled in American colleges and universities have changed

dramatically. Over 40 percent of all undergraduate students are now 22 years of age or older,

compared to less than 25 percent in 1965. Part-time students now constitute more than one-

third of all undergraduate collegiate enrollments, compared to less than one-quarter in 1965.

More than half of all student aid recipients now qualify as financially independent, and one-

third of all current college students are independent. These figures, taken together, make it

obvious that traditional college students have become a distinct minority ofall students en-

rolled.
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In response to these shifting demographic trends, policymakers have tended to expand
eligibility for the student aid programs to accommodate various groups of nontraditional
students. For example:

The category of "independent student" was created in the 1960s to address the needs
of students who could not be categorized as being dependent on their parents for
financial support.

Students enrolled in vocational trade school programs were first made eligible for the
student loan programs in the late 1960s, and were incorporated into the other federal
student aid programs in 1972.

Students without a high school degree or its equivalent were first made eligible for
student loans in 1968 under the "ability to benefit" provisions, which were expanded
in 1978 to apply to all federal aid programs.

Students attending at least half time have always been eligible for federal aid, but less-

than-half-time students only became eligible for Pell Grants in 1986, and this
provision has not been fimded. Less-than-half-time students have also been eligible
to receive federal campus-based funds since 1986 at the discretion of the institutional
financial aid administrator, but far less than 5 percent of campus-based aid is provided
to these students.

In recent years, an increasing number of prisoners, particularly in certain states, have
received federal student aid for the education and training they receive while
incarcerated.

Underlying these and other changes in the rules of eligibility for federal student aid has
been the presumption that all students attending postsecondary education should be eligible to
receive student financial assistance in the form of need-based grants, loans, and work-study.
Despite adjustments over time in the eligibility of different goups of students for federal
financial aid, however, there is general agreement that the current system of student aid does
not adequately address their present needs. It seems both ironic and unfortunate that the fastest
growing group of college students is the one least well served by the current system of student aid.

The current system of student aid is inadequate for nontraditional students in part
because the formula used to determine need was designed for traditional students. Although
adjustments have been made in this basic needs analysis approach to recognize the kinds of
situations faced by nontraditional students, they have not been sufficient to accommodate the
needs of these students. ("Nontraditional" is defined here as meaning students who do not fit
the traditional mode of college students in that they possess at least one of the following

characteristics: they are older than the traditional age, working full time, going to school part
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time, financially independent of parental support, or not high school graduates) If overall
funding for student aid does not increase, however, any attempt to tilt the needs analysis system
more toward nontraditional students would result in fewer funds for needy traditional students,

for whom the current system is also inadequate.
To address this basic zero sum reality, mechanisms other than the traditional student aid

programs ought to be considered that might be capable of providing at least comparable
assistance to nontraditional students without detracting from the financial aid that traditional

students now receive.
This paper first describes the types of assistance that could be used to help nontraditional

students finance their postsecondary education and training needs, including the traditional

forms of student assistance grants, loans, and work-study, contracts for services, employer-
paid tuition benefits, and tax provisionsas well as loan and service proposals that would move
beyond the traditional forms of aid. The paper then explores which of these types of assistance
would be most effective in helping different goups of nontraditional students.

Summary of Recommendations

A variety of forms of financial assistance other than the traditional student aid programs

of grants, loans, and work-study could enhance educational opportunities for nontraditional
students.

Individuals in the laborfarce should have greater access to a number of financing approaches

that would vary by the type of education and training being provided and the employment
situation of the individual. For example:

Employers should be encouraged to provide more assistance to ft4ll-time employees who take a

course or two (i.e., less-than-half-time students) through either a federal matching program or

low-interest loans for the employers who provide such benefits. Federal matching grants or

low-interest loans would be far more effective in providing assistance and less costly

to the federal government than a provision that simply makes less-than-half-time
students eligible for Pell Grants.

The federal Earned Income Tax Credit (EITC) should be modified to cover a portion of the

tuition expenses incurred by individuals who enroll in postsecondary education or train*

programs. Individuals who qualify for the existing tax credit could receive an

increased amount to cover all or part of the tuition expense for courses they
complete. Limiting the benefit to individuals who already qualify for the credit

would target this provision to low-income workers.

All individuals who enroll in a postsecondary education program half time or more should be

eligible to borrow through a new federal College Line of Credit (CLC) that would replace the
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existing set of unsubsidized federal student loan programs. The CLC would: be fiilly

guaranteed by the federal government, be available through banks and other private
lenders (and possibly institutions acting as lenders), vary in amount by type of

educational program, provide loans at largely unsubsidized terms, and not require a
needs test. Individuals could use the CLC repeatedly as long as they maintained a
satisfactory repayment history. To ensure that borrowers could repay their CLC
obligations, an income-contingent repayment option should be made available that
would limit annual repayments to no more than 10 percent of income.

A new partnership effort should be established to help dislocated workers and fanners as well as

displaced homemakers people who needfiirtlter education or training in order to remain active

or to return to the laborforce. Employers could help pay tuitions for individuals who

qualify as dislocated or displaced, educational institutions could reduce or waive fees,
and federal and state governments could pay the living expenses of these individuals
(and their families) while they were enrolled. Dislocated or displaced people would
also be eligible to borrow through the College Line of Credit, as described above, to
help meet their costs.

For individuals not cwrently in the labor force, such as welfare recipients and prisoners,

education and training benefits could be more efficiently provided on a contract basis rather
than through student aid.

The organizations that provide education and training to prisoners or welfare recipients should be

fully reimbursed on the basis of the reasonable costs entailed. Postsecondary education and

training would in effect be provided free to these students. This approach could
eliminate the reliance on loans that now places large debt burdens on these groups of
"at-risk" students. No student aid, however, should be made available directly to
prisoners or welfare recipients to pay for their living expenses, since they would then
be better off as a result of deciding to become a student. Providing student aid to pay
for living expenses seems particularly inappropriate in the case of prisoners.

A contract-for-services approach should also be used to pay for the education and training costs for

ability-to-benefit students wherever they enroll and for all students enrolled in vocational

programs qf less than a year, regardless of whether they are "nontraditional." Such a policy

shift would eliminate borrowing by these at-risk students until they demonstrated
their ability to benefit from the education or training being provided. Unlike
prisoners and welfare recipients, however, these students should remain eligible for
that portion of student grant programs that could be reasonably attributed to meeting
the living costs of the students and their dependents.
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THE FORMS OF ASSISTANCE AVAILABLE
TO NONTRADITIONAL STUDENTS

The existing forms of postsecondary education and training assistance include: the
traditional student aid programs of grants, loans, and work-study; contracts for education and
training services; employer-paid tuition benefits; and tax credits ofdeductions for educational

and related expenses. In addition, several proposals have been made for loans or national
service; if adopted, these proposals would substandally modify traditional aid programs. The
financing approaches discussed in this section should be considered as an arsenal of tools that

might be available to help meet the financing needs of the various groups of nontraclitional

students.
The Traditional Student Aid Programs. Nontraditional students participate in varying

degrees in the traditional forms of student assistance. Most current Pell Grant recipients, for

example, are nontraditional students. Roughly 60 percent of current recipients are financially
independent, and about half of them are older than 23 years of age. Less than 10 percent of

Pell Grant recipients appear to qualify for assistance under the "ability to benefit" provisions.

Although accurate data are not fully available, nontraditional students also appear to be

frequent participants in the Guaranteed Student Loan (GSL) program. According to the
National Postsecondary Student Aid Survey (NPSAS), about L'M percent of undergraduate GSL

borrowers are over 22 years of age and over one-third are financially independent. From
NPSAS, it appears that less than 5 percent of GSL recipients are ability-to-benefit students.

The campus-based programs, in contrast, are distinctly less oriented toward nontraditional

students than Pell Grants or GSLs. The NPSAS data base indicates that one-fifth orfewer of

campus-based student aid recipients are nontraditional, far fewer than those who receive either

Pell Grants or GSLs.
All states now administer at least one grant program, and most have several. By and

large, these state programs appear to be less directed toward nontraditional students than the

federal aid programs. The NPSAS data base also indicates that the aid that institutions provide

from their own funds is less directed to nontraditional students than the federal aid programs.
Contractingfor Education and Training Services. Another prevalent form of financing the

costs of participation in education and training programs is for federal and state governments or

private employers to contract directly with the providers. Virtually all of the individuals who

now benefit from contract-for-services are nontraditional students in that they arc typically

older, independent, and not full-time students.
If the Jobs Training Partnership Act (JTPA) can be classified as contract-for-services, this

kind of assistance is one of the largest forms of aid currently used in training programs. Many

of the contracts and the training stipends in JTPA are directed toward individuals who might

reasonably be classified as nontraditional students, although typically participants in the JTPA

are not classified as "students."
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Another contract-for-services approach is embodied in the Family Support Act of 1988,
which sought to break the welfare cycle through its emphasis on education and training. It

created the Job Opportunity and Basic Skills (JOBS) training program, in which the federal
government provides funds to states and localities to support the education and training of
individuals receiving welfare assistance. The JOBS program provides fairly wide latitude to
states in the design of their education and training programs; as a result, it is difficult to general-
ize about how these state programs are structured. Some states run their JOBS programs
through the local JTPA offices, others through the local welfare agency. Although the arrange-
ments vary widely, most states appear to use a contract-for-services approach to provide the
training component ofJOBS, often supplemented by student aid, particularly Pell Grants, for
which the welfare recipient is eligible.

Government programs are not the only examples of a contract-for-services approach.
Local businesses such as banks and department stores often enter into agreements with the local
community college, trade school, or other institution to provide education and training for
their employees. The employer usually pays the institution directly for the training that is
provided. Sometimes, the employer is charged the actual tuition that applies at that institution
so that the employer is being subsidized to the same extent that other students are benefiting
from the low tuition level. In other cases, the employer pays a cost-based fee for the training,
which largely removes the element of subsidy.

Employer-Paid Benefits. One of the largest current sources of assistance to nontraditional
students are tuition benefits that employers provide to their employees. Virtually all of the
individuals who receive this kind of assistance are nontraditional: they typically attend part time
(since they are full-time employees), few are still dependent financially on their parents, and
most have been in the workforce for a while and are older than the traditional college age.

Precise figures are not available, but it seems safe to say that employers spend at least

several billion dollars annually on tuition benefits that their employees use at postsecondary
education institutions. These tuition expenditures, however, constitute a fairly small percent-
age of the total spending by industry on the education and training of employees, since most
industry expenditures are focused on in-house or contracted training.

For the past decade, the principal issue related to the tuition benefits that employers
provide is whether the employees for whom these tuition payments are made must report
them as taxable income. As a result, recent lobbying efforts on this issue have been directed at
making the overall set of provisions a permanent part of the tax code.

Tax Benefits for College Students. Over time, a range of tax benefits has been available to
college students or their families. A principal benefit has been the exclusion from taxable
income of employer-paid tuition benefits, as discussed above. Another substantial tax benefit
related to college attendance is the tax exemption granted to the family for children older than
18 years of age if they are students. This benefit, however, is not available to many
nontraditional students, since being claimed as an exemption by one's parents automatically
defines a student as dependent for financial aid purposes. One historical tax benefit that was
eliminated in 1986 was the deduction of interest on consumer loans, including student loans.
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Tax credits for education, of course, have over time been one of the most hotly debated
doniestic policy proposals. Typically these proposals would provide parents with tax credits or
deductions for the tuition expenses of their children. Some of the proposals would cover only
elementary and secondary education tuition expenses, others would apply only to higher
education, and many would cover both. Inability to resolve issues such as separation of church

and state has caused the popularity of a broad-based tuition tax credit to lag in recent decades.
One twist on this idea that might merit more support than the traditional tax credit

proposal for parents, however, would be to provide tax benefits for the tuition expenses of the

taxpayer who goes back to school. Tax credits or deductions for education or training ex-

penses would seem to be ideally suited for helping nontraditional students who find themselves

left out of the student aid mainstream. Most of these prospective students are taxpayers, and a
tuition tax benefit could serve as a powerful incentive for them to reenter the world of educa-
tion. Rather than put these individuals through the process of applying for financial aid

programs that are not designed to meet their needs, it would seem far simpler and effective to

provide some form of tax credit or deduction to cover at least a portion of their expenses.
Loan and Service Proposals. A number of proposals have been made to overhaul the

traditional student aid programs. These proposals have addressed concerns about the current
student aid system, including simplifying what has become an excessively complex process and

reducing federal costs. At least two of these broad proposals could have a significant impact on

the financing available to nontraditional students.
One set of proposals would replace or supplement the existing student loan programs

with a national student loan bank that would require all borrowers to repay on the basis of their
income once they left school. A variant on this loan theme would be to provide a range of
repayment options, including income contingency for borrowers for whom repayment

represented a substantial burden.
Another income-contingent loan approach is contained in a proposal by David

Longanecker to establish a Worker's Education and Training Trust Fund. Longanecker's
proposal would have both employers and employees contribute to a fund that would then be
used to make loans to individuals in the labor force who wished to begin or return to
postsecondary education and training. Loans would be repaid through deductions from
borrowers' paychecks. In effect, repayments of the loans would be contingent on the income

of borrowers once they reentered the labor force.
Another broad set of proposals to alter the traditional student aid system would tie the

provision of aid to the performance of national or community service. The most often dis-

cussed version of this proposal, however, which would require students to perform national or
community service in order to receive student aid, would not materially affect many
nontraditional students, since it is designed to apply to traditional college age students and

specifically excludes students over 26 years of age from the service requirement.
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MATCHING ASSISTANCE WITH THE NEEDS
OF NONTRADITIONAL STUDENTS

Given the various types of assistance identified in the previous section, which might best meet
the needs of different groups of nontraditional students? In order to answer this question, this
paper divides nontraditional students into two categories. One is the majority of nontraditional
students who are employed in the labor force when they consider going to school. The other
comprises those students, such as welfare recipients and prisoners, who are not active members
of the labor force when they enroll.

Helping Those in the Labor Force

The mismatch between the current student aid system and the needs of individuals in the
labor force stems in no small part from the fact that the current system was designed with the
traditional college student in mind. It simply does not plan for the student who is fully em-
ployed and wants to return to school, or for the student who is not dependent on parental
financial support. The current needs analysis system treats the 30-year-old who has worked full
time for a decade the same as the 20-year-old who just broke off from his or her parents and is
working at odd jobs. The system is deliberately designed to discourage the artificial declaration
of independence by the 20-year-old, but it also affects the 30-year-old who would like to go
back to school but whose salary makes him or her ineligible for student aid.

One way to address this problem would be to relax the needs analysis rules for older
working students by asking them to estimate their projected income in the year they would go
to school rather than assessing they are currently making. But using estimated income would
result in a differential trea,, nent of dependent and independent students. Also, since estimated
income is unverifiable, student aid for independent students would be placed on the honor
system.

Another way in which the current student aid system is slanted against Potential
nontraditional students in the work force is that it limits both their eligibility and the amount of
aid available to them. For example, workers who would like to take a course or two are not
eligible for GSLs. They a_e theoretically eligible for the campus-based student aid programs,
but receive little of the available funding. The obvious solution would he to expand eligibility
in these programs to include less-than-half-time students.

The difficulty with any of these "fixes," however, is that as long as overall fimding for
student aid is limited, increases in the amount of aid available to older, working students will
restrict how much is available for younger, more traditional students. This raises the question:
Are there nontraditional forms of assistance that might be more suitable to the needs of
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nontraditional students and that would not entail a tradeoff with the traditional studentaid

programs of grants, loans, and work-study?
To answer this question, it is useful to differentiate among the types ofindividuaLs in the

labor force who may be seeking postsecondary education and training: those who continue to

work full time while they take courses or receive training; those who leave the work force in

order to return to school fitll time; and those who involuntarily seek additional training as

dislocated workers and farmers and displaced homemakers. The types of assistance that make

the most sense for each of these three groups may well differ.
Full-Time Workers Who Enroll Pan' Time. Many workers do not give up their jobs when

they reenter the world of education and training. Some take a course or two at the local

college or university while they continue on the job. Many of these students receive tuition

benefits from their employer. Others work for employers who contract with a college or

university to provide employee education or training, or who directly provide in-house

education and training.
The solution most often suggested to help these individuals is to extend the Pell Grants

program to students enrolled on a less-than-half-time basis. But this approach is likely to be

ineffective for a number of reasons. Since a less-than-half-time student would receive an

amount prorated from the full-time level of award, the award provided generally would be

quite small, often several hundred dollars or less. Also, a substantial proportion of student aid

awards are provided to meet the incremental nontuition costs of attendance, which students

who are working full time really do not face. In addition, if individuals are already receiving

tuition benefits from their employers, why should they also receive Pell Grants? These consid-

erations, plus the limited availability of student aid funds, suggest the importance of identifying

alternative sources of financing for these nontraditional students.
It seems reasonable to look for mechanisms that would not require full-time workers to

answer questions irrelevant to their current situation. One such mechanism already exists in

the form of employer-paid tuition benefits, which typically help precisely the individuals who

are working full time and want to take a course or two. The trick is how to expand the'

coverage provided through this form ofbenefit, and this probably will require more than

continuing the current tax exemption.
A federal matching program might be established to encourage employers to expand the

tuition benefits they now provide to their employees. To mjnimize the federal costs of such an

effort, the burden should fall much more on the employer than on the federal government. A

ratio of 1 federal dollar for every 5 private dollars, or even a 1:10 ratio, would not seem

inappropriate. In addition, the federal match,dollars should be available only for assistance

provided to employees below a certain income limit. It would not be good public policy for

the federal match to help higher income employees in their retraining efforts.

Alternatively, a program of low-interest loans to employers might be created to allow for

expansion of employee education and training efforts. These loans could be used in a. variety of

ways, including establishing or expanding a company's tuition benefit program; serving as a

source of capital for low-cost loans to employees who wished to further their education;
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paying for education and training services that employers purchase from colleges or other
organizations; or financing the costs to employers of providing the education and training
directly to their employees.

To ensure that the levels of assistance to these students are adequate, it may also be
necessary to provide the aid more directly to the students themselves rather than simply to rely
on incentives and funding to their employers. One possibility along these lines would be to
expand the Earned Income Tax Credit (EITC) to cover all or a portion of the tuition expenses
of individuals who are already eligible for the EITC.

Although it has not been widely publicized, the EITC represents by many accounts the
federal government's most successful effort at targeting direct cash assistance to the working
poor. This tax break is limited to workers earning substantially below the median income.
This is also the group for whom additional financial assistance is most needed to allow for
greater participation in education, training, and retraining activities. A marriage between
college tuition credit proposals and the EITC could provide substantially more assistance than
an extension of the Pell Grant program to less-than-half-time students. It would also be highly
targeted to lower income workers, since they are the population that currently qualifies for the
E1TC.

Full-Time Workers Who Become Full-Time Students. For individuals in the workforce who

wish to return to school full time, the current system of student aid is lacking in several critical
respects. First, needs analysis is an insensitive mechanism for determining ability to pay; by
asking what students' income is now in order to determine their ability to pay next year when
they will be a student. The individual who is making $15,000 a year now probably will not
have that income stream as a fiill time student.

Second, the aid system fails to recognize the tangible opportunity costs of the individual
who leaves the workforce to become a student. In fact, the needs analysis system ignores the
opportunity costs of all students, but this is particularly troublesome for individuals in the
workforce, for whom income forgone is the most apparent.

One obvious way to address this shortcoming is to treat individuals in the workforce
differently from aid applicants who are not working fitll time when they apply for aid. For
example, individuals in the workforce could be asked for their estimated income for the next
year when applying for aid, while more traditional students could be asked for their parents'
current year income. Or, opportunity costs could be added to the costs of attendance for
students reentering from the labor force, but not fot more traditional students.

But these solutions are at odds with a basic premise of needs analysis: the notion of
horizontal equity, which holds that students in similar circumstances should be treated alike.

Once one embarks on a strategy of differential treatment, it becomes very difficult to draw the
line at any one category of student. Why shouldn't all student aid applicants be allowed to
estimate their income for the next year? Or, why shouldn't the opportunity costs of all
students be recognized in the needs analysis calculation?

The best way to avoid a needs test is not to provide a subsidy. If no subsidy is available,
then there is substantially less reason to assess a potential student's need for financial assistince.
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This principle can be most effectively adopted by using nonsubsidized loans, which also
represent the most feasible way of incorporating opportunity costs into the student aid calcula-

tion.
This kind of thinking has led to proposals such as David Longanecker's suggestion to

establish a worker's education and training trust fund. There is.much to recommend such an
approach: it would allow borrowers to repay their loan obligations through a well-established

and reliable payment mechanism the Social Security Trust Fund; it also would ensure that
both employers and employees make a contribution to meeting this national need.

One concern with the Longanecker plan, however, is that many if not most current
employees who would be obligated to contribute to the fund would never receive any benefit.
Unlike under Social Security, the required contributions would not result in benefits for many
of the contributors (or their survivors). In effect, one group of workers would subsidize the
decision of another group of workers to return to school. Many in the first group of workers
rightly would object to such a mandatory contribution. In addition, if the benefit being
provided were in the form of a loan and therefore repayable, why would it be necessary to
require a contribution from either employees or emploYers? If loans are the designated vehicle
for helping workers return to school, financial institutions could simply provide expanded loan
capacity to meet their needs.

To be sure, a readily available form of credit is critically needed for older, working
students. To accomplish this purpose, a federal College Line of Credit (CLC) could be
established to replace the various imsubsidized loan programs that the federal goverrnnent now
administers. Banks and other private lenders would maintain the lines of credit, which would
be fully federally guaranteed against default. Many educational institutions could also offer such

a line of credit to their students. To minimize federal costs and to simplify program administra-
tion, the terms of the CLC would be largely unsubsidized. In return, there would be no needs
test to determine eligibility for the CLC. The amount that students could borrow should
instead be dependent on the type of the educational program in which they are enrolled. For
example, medical and other health professional students should be eligible to borrow much
more than undergraduates and even more than most other graduate students.

The CLC would be similar to a home equity loan: once a line of credit was established,
students could draw down from the account. Unlike a home equity arrangement, however,
there would need to be annual limits on how much could be borrowed through the CLC, as
well as a limit on the total amount available. To reflect the situation of many nontraditional
students, the CLC could be utilized several times during a lifetime, as long as a satisfactory
repayment record were maintained. With little or no subsidy entailed in making the loan or
providing the line of credit, little problem would be posed to providing augmented loan limits
to meet the higher costs of attendance and opportunity costs that these students face.

These borrowers, however, would need a safety valve to turn to in the event that, once
they complete their training, their income proved insufficient to repay their loans. The
Longanecker approach automatically remedies this concern by arranging repayment through
additional Social Security taxes geared to income. If the Social Security approach were not
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used, then some other form of income-contingent repayment should be found to protect low-
income borrowers. The set of flexible repayment options proposed by the higher education
associations as part of their reauthorization package would also provide this kind of protection.

Dislocated Workers and Farmers and Displaced Homemakers. Despite a great deal of rhetoric

about the plight of dislocated workers and the critical importance of providing them with
retraining opportunities, the student aid system in fact does very little to help in this transition.
To be sure, a number of provisions in current law are designed to help individuals who are
dislocated from their normal employment or homemakers who have been displaced. For
example, estimated year income rather than current year income is used in calculating family
contribution to determine the student aid eligibility of dislocated workers. In addition, a
separate title of the JTPA legislation is devoted to dislocated workers. But these provisions
typically are only marginally helpful to individuals who often need many thousands of dollars of
assistance to get back on track.

A program is needed both to reduce tuition and to provide for the living costs of
dislocated and displaced individuals and their dependents. Such a program would require a
broad-scale partnership among the federal government, the states, colleges and universities, and
the private sector to ensure that an adequate level of financing is made available.

Institutions should be prepared to reduce their tuitions substantially or entirely for
individuals who qualify' as dislocated. A handful of colleges currently provide this kind of
tuition reduction for selected groups of dislocated students, but the practice must become far
more widespread to make for a successful national effort. And ernployers should be required to
contribute to a fund that would help to pay for the educational and retraining costs of dislo-
cated workers.

The federal and state governments should be willing to contribute to such a partnership
by providing living costs stipends during the period of retraining. This could be done through
the various student aid programs. The proposed CLC would also be an important potential
source of financing for dislocated workers and farmers and displaced homemakers.

Helping Those Not in the Labor Force

For individuals in the labor force, a primary question is how to assess their income and
assets for purposes of calculating an expected family contribution. With those who are not in
the labor force, measuring financial strength is clearly a less important issue. How should we
treat those who do not have material income or assets in a system designed to measure the
financial strength of the applicant? Welfare recipients and prisoners are two groups for whom
this issue is important.

Paying.for the Train* of Welke Recipients. Over the years, we have come to recognize
the importance of providing education and training opportunities to enable those on welfare to
reenter the labor force. We have also seen the need to coordinate between welfare and student
aid policies to ensure that receipt of one form of aid does not lead to a reduction of the other.
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It makes little sense to provide student aid to individuals if thosFr benefits will serve to reduce
the amount of welfare benefits that they receive. Similarly, if welfare benefits are counted as
income in the calculation of family contribution, they could serve to reduce the student aid that

the individual would be eligible to receive (although normally the income of welfare recipients
is low enough for them to qualify for the maximum student aid award). Perhaps the worst case
is the instance in which a child in a welfare situation goes to work to help support the family:

under the existing needs analysis rules, virtually all that income is counted as family contribu-

tion, which substantially reduces the child's eligibility for aid.

A number of reports have argued that welfare benefits should not be counted as income
for purposes of needs analysis and that student aid should not lead to reduction in the welfare
benefit. One way to address this issue is simply to declare the welfare recipient automatically
eligible for the full degree of student aid. This has been suggested in a number of quarters and

may well become law as part of the current reauthorization of the Higher Education Act. But

this suggestion does not address the issue of reducing the welfare benefits of student aid recipients.

To prevent a reduction in welfare benefits for students, the government could contract
directly with the various organizations that provide education and training. The amount of the

contract could represent the reasonable costs associated with providing the training and should

vary depending on the type of training being provided. Sincc the payment would be made

directly to the provider, funds provided through a contract-for-services approach would not

count as income to the student.

If the contract for services would cover the costs of providing the education or training,
what about the living costs of the student? Student aid should not be provided to cover the

living costs of welfare recipients, as is currently the case. It should not be the purpose of

student aid to improve students' standard of living. Reports of the increased degree of borrow-

ing by community college students in recent years indicate this growth is at least partially a

result of welfare recipients and other low-income students hearing that they can receive money

for living costs if they enroll in school.

Financiq the Training qf Prisoners. Although no comprehensive figures are available,

anecdotal evidence indicates that in the past several years, the number of prisoners who receive

student aid has grown remarkably. This trend appears to be related to the worsening financial

condition of the states, which are substituting federal student financial aid for funds that would

otherwise come from the state correctional system. It may also be attributable to the 1986

legislative change that expanded student aid benefits for prisoners to include the payment of

both living costs and tuition.
Whatever the reason for this growth, this trend in the use of student aid for prisoners is,

on its face, one of the most inappropriate applications of public policy imaginable. What sense

does it make to ask about a prisoner's income and assets? What are a prisoner's living costs

while incarcerated? Moreover, debt only adds to the strikes that prisoners already have against

them when they leave prison. This practice of using student financial aid to fund prisoner

education no doubt further undermines the credibility of a student aid system already under

siege.
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As with welfare recipients, it would make much more sense for the education and
training of prisoners to be paid for through contracts for services. The prison system would
simply contract with local education and training organizations, including community colleges
and trade schools, to provide the kinds of training needed by the prisoners and be compensated
on a reasonable cost basis.

Other Contractfor-Service Possibilities. The contract for services approach could also work
for other groups of students. For example, students who have not completed high school or its
equivalent are currently eligible for federal student aid under the ability-to-benefit provisions.
The logic of making this group of nontraditional students eligible for aid is that a certain
proportion of them will in fact succeed and will benefit from the postsecondary educationor
training that they receive. It is certainly true that some proportion of students will benefit from
postsecondary education without first receiving a high school diploma. It is also true, however,
that a large percentage of these students more than half will not benefit because they are
not prepared academically to do the work. It seems particularly foolhardy to allow these
students to borrow given their limited chances for success.

Given the inefficiency of the student aid approach for most ability-to-benefit students, it
would make much more sense to finance their additional education and training, at least until

they prove themselves, through contracts for services that allow for greater monitoring of their
progress. Perhaps the first six months or year of the postsecondary education and training of all
ability-to-benefit students might be paid for through contracts for services. Students who
successfully complete this probationary period of time might then be moved into the regular
student aid system.

A contract-for-services approach would also make a great deal of sense for all students in
short-term vocational programs of less than a year, regardless of whether they are

"nontraditional." The traditional practice of using the costs of attendance for the purpose of
calculating need is generally a reasonable policy for nonprofit institutions where price is far
below the cost of educating a student.

But there is evidence that the practice of using institution-reported cost figures has been
abused by a number of proprietary schools. From the little data available, it appears that many
of these schools are setting their prices in relation to the availability of federal student aid. For
many of these schools, federal student aid represents well over half of their total revenues, and it
makes good business sense to set tuitions at a revenue-maximizing level. But good business
sense does not always make for good public policy.

Instead, the federal government, in conjunction with the states, should pay for all short-
term vocational training, just as is done through JTPA. The training providers are compen-
sated on the basis of the reasonable costs entailed in providing the training. The type of
training provided could be matched to regional labor market needs. In addition, students
would be eligible to receive living cost stipends through the student aid programs or other
sources.

In this regard, the system for financing students in short-term vocational training would
differ from that being proposed for welfare recipients and prisoners. Individuals who are
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neither on welfare nor in prison should be eligible to receive federal student aid to help offiet

some or all of their living costs as a student. That is an important premise of the needs-based

student aid system. Only when a student's living costs are already being paid for in some other

way, such as through welfare or as a fiinction of being incarcerated, is the notion of using

student aid to pay for living costs inappropriate.

This paper has attempted to show a number of nontraditional ways to expand postsecondary education and

training opportunities for nontraditional students. Table 1 summarizes both the principal problems that

different groups of nontraditional students face in the current system, and the suggestions offered in this paper

to improve their situation.
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he Financial Needs of Nontraditional
Students:What We Know and What
We Can Do

Martin Kramer

In "Stresses in the Student Financial Aid System," I argued that the situatias of
nontpditional students are simply too various for the usual kinds ofneeds analysis to be

applied with real fairness and consistency. This paper will, in a way, reply to that other paper,

exploring the question of whether we can nonetheless, work out a small number of groupings

in which all such students can be placed. We can then ask whether appropriate student aid

treatments can be devised for students in each category, with the objective of a stronger
...second system" in which nontraditional students construct their own support packages.

Because nontraditional students are so various, such an exploration requires that we

accept, and allow for, the realities of an untidy world. In particular:

1. Many nontraditional students will not fit exactly or comfortably in any of a small

number of categories.

2. Some anomalies, notch effects, Catch 22s, and the like will remain, and we can only

minimize them, not eliminate them altogether.

3. Because of the variety of nontraditional student situations, the treatment for each

category should allow for a safety net there should be some access to a financing

package that will accommodate individual circumstances.
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Three broad categories seem a good place to start this exploration:

Category I:

Category II:

Category III:

Full-time students who can work only half time or less in a self-
supporting job

Part-time students who can work in a full-time job (because, for
example, they are enrolled in evening, weekend, or telecourses)

Part-time students who carmot work in a full-time job because of
handicap or family responsibilities

The problems with this classification are obvious. In times and places of high unem-
ployment, there can be a big difference between being able to work and actually finding a
job. Holding a job can make great demands on the good will of employers and the ingenu-
ity of students in scheduling their lives, and sometimes these problems can be insurmount-
able. There is, further, the bureaucratic problem of who shall certify .a student's category, on
what evidence, and subject to what kind of accountability? These problems are complicated
by the fact that the judgments involved must be prospective. That is, the usual needs analysis
approach of looking at base-year financial resources is not adequate. Going back to school
may involve giving up some or all of base-year resources. Those making the category
determinations would have to ask not about previous eaming capacity, but about the
eamings potential of the student when enrolled as proposed.

Still, the suggested categories take into account the most important difference in
resources among nontraditional students. Those who can keep a full-time job while studying
have far more money than those who can't. They commonly enjoy a higher standard of
living as well. To ignore this large difference between Category II and the other categories
would virtually ensure unfairness in the spreading of avaihnble aid funds.

Although it is not my purpose to argue that only the three suggested categories do the
job of aid-relevant classifications of nontraditional students, other taxonomies do seem much
worse. Our criterion for classification must, after all, be financial or economic, because it is
the distribution of money we are talking about.

After earnings potential, the next most important difference in the finances of
nontraditional students is gift support (or, in some cases, scrounge support) from members of
the student's family of origin, or from spouses, roommates, or friends. A student clearly has
less financial need (often much less) if he or she receives such resources than if he or she does
not. However, we really cannot hope to use such differences in constructing a simple
taxonomy of nontraditional students. Remember all the trouble we used to have (some
would say, still have) in categorizing students by dependence and independence? Well, the
problems of using gift and scrounge resources to make distinctions are even more difficult to

solve. The resources are not, in many cases, reliable prospectively, and we cannot expect
willing documentation, except perhaps from parents and legal spouses.
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It doesn't help to move from the income side of a student's budget to the outlay side
in looking for simple criteria of categorization. The biggest differences among nontraditional
students according to strictly educational outlays is whether or not they have to pay public,
private, or public out-of-state tuition. While there are very strong arguments for leveling this
playing field, treating students differently on this basis seems politically impracticable.

Thus, if we look for a simple, feasible, and financially relevant taxonomy of
nontraditional students, it is hard to find a classification better than one based on earning
capacity, as determined by the student's enrollment statu, handicapped status, and custodial

dependents.
Before thinking about how we should treat students in the three different categories, it

is perhaps best to say something more about how we might allow for individuals who would
not seem to fit very well in any of the categories. There needs, as pointed out before, to be

some safety net in any system that tries to reduce the immense variability of circumstances

among nontraditional students to a few clear categories.
Two sources of flexibility could be built into any such scheme. At what might be

thought of as the high end of urgent need, a nontraditional student could be allowed to fall
back on the traditional need-based system for dependent students. For example, a student
recuperating from major surgery'could be well enough to go back to college part ,tirne for a
semester, but not well enough to take a job and not really disabled either. If someone can be

empowered to make a responsible determination of this state of affairs, the student could

receive the same treatment as a dependent student under age 24.
At the other end of the continuum, where a nontraditional student has no great or

urgent need, but some need nonetheless, there could be access to an extra amount of
unsubsidized borrowing. If, for example, a nontraditional part-time student needed to spend

a few months in another town or country to complete a research requirement, and could not

be expected to find a job there, then aid could be made available.
It should be added that students attending many institutions have access to discretion-

ary aid fimds belonging to the institution. For these students, such funds would constitute a

third source of flexibility.
It is not, however, just the student who does not fit neatly into an established category

who needs recourse to nonstandard aid. The best-laid financial plan of a nontraditional
student can go awry, sometimes suddenly. When resources a student has reasonably counted
upon simply evaporatea job is lost, parental or spousal resources are suddenly needed for

something else, or living arrangements change and become more expensivethere must be
somewhere to turn. Such students may simply need money to tide them over for a short

period, but some recourse is essential.
This need for "give" in the system is so important to nontraditional students that it

should not be thought of as just a matter of marginal flexibility. It should be thought of as a

major premise in considering funding priorities. Most nontraditional students know that they

must depend on earnings and loans to accomplish their objectives. Most probably feel they

can accept this dependence, especially if their earnings provide them with a standard of living
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higher than that of young full-time and dependent students. It would surely be much harder
for them to live with and accept a financial collapse for which there is no remedy. If our
priorities are to be set according to what nontraditional students probably want and need, we
should give higher priority to funding programs that provide safety-net resources than to
programs such as interest subsidies and entitlement grants. Of course nontraditional students
would like interest subsidies and entitlement grants. The great Catch-22 of the existing system
is that they do not get much support of this kind and the more they work, the less they get.
But flexible and fail-safe resources are surely more important to thcm than any well-
intentioned parity with the treatment of traditional students.

Given, then, that there should be considerable flexibility to deal with hardship cases,
collapse of financial plans, and requirements of individual convenience, what general rules
could we have for federally provided aid to students in each of the three categories? For
students in the first category (full-time students, part-time earners) the currently available mix
of loans and grants seems appropriate. We can say this without deciding exactly what the
grant limits and loan limits should be or the desirable proportionality between the two. The
purpose of including grants in aid packages for these students would be the economists'
rationale: to induce more of the desired behavior, in this case the pursuit of more education.
To say that such grants would be for the purpose of avoiding undesirable levels of debt as a
condition of enrollment only sounds different; it is really the same rationale.

What of the part-time earnings of these students? If there are adequate fail-safe
resources in the system, we can be fairly tough here. In assessing the resources and estimating
the need of these students, there could be a high "tax" rate on these earnings, but well short
of the 100 percent rate on College Work-Study earnings. The reason, of course, for a lesser
rate would be to maintain an incentive to work. Some would say that earnings expectations
should be "taxed" at 100 percent, but experience suggests that such a standard would end up
either too low, or too easy to evade, or both. There is, however, no inconsistency with the
three-category scheme in having such a standard expectation.

The need of Category I students remaining after earnings and grants would, of course,
need to be met by borrowing. Should these be subsidized loans? It is very hard to see why,
for all the reasons opponents of interest subsidies have cited in the past. I have argued above

that there is a further reason: These students, so dependent on earnings despite their full-
time enrollment, surely need more access to emergency grants within institutional control
than they need interest subsidies. Somebody should take the trouble to ask the students if this
is not so.

Category II students are a much easier group. If their schedules allow for full-time
employment (the criterion for inclusion in this group), then they need not forgo earnings
that allow them a good deal more than basic subsistence. Moreover, it is typical of this group
(though not defining) that they can expect to go right on earning after they complete their
educationthat is, they probably can carry a good deal of debt. Indeed, the core members of
this group are people already in relatively secure jobs who stand to increase their incomes
upon receiving degrees or other credentials. In fact, that often is their reason enrolling.
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These students face hardship, to be sure, the hardship of working all day and studying into
the night. But this is not a financial hardship or disincentive. The only major financial
problem these students face is the bunching of educational expenses at a particular period of

their lives.
This situation strongly suggests that Category II students be expected to rely entirely

on loans They are, typically, the best credit risks. Loan limits could be generous, but do not
need to be, for these will largely be loans of convenience. And surely these loans do not
need to be subsidized. Access to fail-safe aid and, perhaps, some kind of repayment insurance
scheme would be all Category II might need if the good prospects they typically enjoy

should run up against some disaster.
It is Category III that confronts us with difficult cases. Because they have handicaps or

custodial responsibility for other people, these students can neither go to school full time nor

engage in much income-producing employment. Unless private resources, spouses, rela-

tions, or friends help out, they.face years of financial difficulty.
The obvious policy problem regarding the Category III students is to draw a line

between how much help they should receive through student aid programs and how much
through general income support programs for poor families and the handicapped. Not
drawing a line runs two risks: that students will "fall between the cracks" or that they will
get duplicate support. Since support for the dependents of the student as well as the student
would rapidly deplete scarce aid resources (as traditionally permitted), it would be sensible to
draw the line just here: A Category III student should not receive a larger or more favorable
standard aid package than a Category I student with low earnings. The rest of the support
the student's family needs should come from other sources, or from fail-safe funds as a very

last resort.
This sketch of some possible treatments of nontraditional students is perhaps a good

stopping place. It stops short of describing the detailed program rules that would be needed
to make such a scheme work. That is where the discussion tends to bog down, because any
set of program rules immediately gets us into issues of parity of treatment between traditional

and nontraditional students. A focus on these issues then causes the discussion to assume that
entitlement grants and interest subsidies should somehow be equalized between them.

Instead, I have attempted to draw attention to what I think we know about

nontraditional students:

1. Their financial situations are very different from those of traditional students, and

from one another.

2. A major difference among them is in the role of earnings in their finances.

3. Earnings are the most plausible basis for distinguishing appropriate aid eligibilities.
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4. For many nontraditional students, access to flexible, fail-safe aid is likely to be far
more important than grant entitlements and interest subsidies, whether this aid
provides parity with traditional students or not.

' "Stresses in the Student Financial Aid System," in Hauptrnan, Arthur M. and Koff,
Robert H. (eds.), New Ways of Paying for College. New York: Macmillan, 1991.
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