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EXECUTIVE SUMMARY C

_examine the _impact of changes in
student aid policies on the way students and their families pa; pay 7 £0F «
colleges Because student loans have been the largest component in the
recent increase in Federal student assistance, a major focus of the paper

is how student loans fit into the overall framework of student finance.
; - W

o

The Department of "Education-administers. two _major student loan pro-
grams: National Direct Student Loans, (NDSL) and Guaranteed Student Loans~
(GSL). Whilé-the two programs differ greatly in terms of how they are
financed and administered, they present a similar .set of terms and condi-
tions to the student borrower, the most importart of these are che oppor-
tunity to .borrow at a below-market interest rate and the interest-free

in-school and grace periods. Bv setting these terms and conditions, the

‘“government~makes-it~possible—£or students_to_receive more in ec0nomic

_benefits than they later repay. The difference, referred to as the “non-
returnable” portion of a student loan, is measured using a "net present
value" calculation. The net present value of a student loan is highly
sensitive to a student's “discount rate,” the amount: of time the student
spends in school and in deferred activities subsequent to taking the loan,
and the length of the repayment period. .

In the next section of the paper, “two major data bases on student
finance are considered for their utility in indicating how much nonre-

" turnable loan aid the government dispenses and who receives it. s The first
source, the annual freshman survey -of the Cooperative Institutional Research
Program (CIRP) is found to be lacking because it covers only frestmen
and because its data on family income and student aid awards are collected .
in a manner that makes them difficult to use. (Nevertheless, the CIRP
data have frequently been used to advance various student aid policy
options. An example:of this is descrited.)

The surveys conducted as part of the Education’ Department's "Study
of the Impact of Student Financial Aid Programs” (SISFAP) avoid many of °

the drawbacks of CIRP. They do not, however, provide a complete picture
—of—how-students-pay for_. college. Still SISFAP is probably ‘the best source

I

of ‘reasonably current data’on student finance. The data are used-to
estimate the average "net student burden” (the amount that a student must
contribute “from work and loans, minus the nonreturnable portion of loans)
faced-by students at public two-year colleges, -public four-year colleges,
and private four-year colleges in 1978-79 and 1979-80. It is found that
the burden is generally.fairly low ~- no more than 25 to 30 percent of
the student's cost of education. The burden appears to be roughly equal
across all income groups: there is little evidence of a "middle-incgme

- squeeze," either before or after passage of ‘the Middle Income Student
.. Assistance Act. Finally, the impact of MISAA on participation in the

GSL program is not found in the data. This is attributea_to_problems . .

with_the surveys (as a source of information on GSL) or to a delajyad
. reaction by high-income families to changes in the legislation.
The paper closes with a discussion of the implications of these
findings for future data collections for Federal student aid policies,

-
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Better 1nformation on participation in the student.aid programs is neqded, :
patticularly on participation in the GSL program:” This should .include B
) .. data on graduate students, on other students who receive only GSLs, and - ’
o prpatterns of repayment. A lodk ‘at the amount of assistance provided :
through the 8ix major ED student aid -programs shows the increasing pre- :
dominance of GSL. Unless changes are made in ‘the program, GSL will soon e

be providing students with moré nonreturnable assistance than do the two

T largest need-based grant programs, BEOG and SEOG. This presents a dilemma .
‘ . for policy-makers congerned with student aid and with tbe possible enact- - -
e ment of tuition tax credits. - .
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. Introduction
1 : ) . @

- - . N -

-— - - ' . - PR . o —— .‘ - .
In recent' years, the Federal government_has provided major,and unpfece~ -
Y — N

v A,

E", den increases in financial assistance to college students. As the .

am nt of aid has increased, the distribution of beneficiaries by family

income has changed. programs once directed at the most needy now provide
!

- substantial benefits to middle—income~students. The Guaranteed Student o

\ e »

Loan (GSL) program, which is now open to students at all income levéls,

. has undergone the most rapid expansion. The result has beenvan alceration o

Y

in the basic’ character of Federal student assistance: loans have come to L

%f play a largcr role in student finance, the loan programs require sharply o ,f
c - /f' increasing subsidies from the U S. Treasury, and many more students .
‘r,’ »
f - - i ;e

i participate. , ®

: " ' These rapid changes in the student aid programs have strained the

-

avility of analysts to determine how well the programs are operating--

v e -

‘- - that’ is, how successful they are at eliminating the financial barrie:s,to
- - . . - \
postsecondary education. Traditionally, the gggls of student assistance

. A
g * ' have been framed in ter.s of access, the ability of students ftom all

kY

“————*———income—groups—to—afford~some type—of—postsecondary_education,_and choice, ) “3;

;u"" ,the ability ‘of a student to attend the appropriate institution regardless

L

- of price. A variety of statistical indicators have been devised to measure

- the“performance of the*prograus in achieving these goals, 1/ To make such

na

: measurements, data of reasonable validity and currency must be available. » k

Yet recently, the programs have changed so quickly (in'terms of cost, rate ; L

v - - "I’ - - m s

- ~ ~

_/ Some of these indicatore are used in the Annual Evaluation Report on .
Programs Administered by the U.S. Office of Education, Fiscal Year 1979.
U.S. Department of Health, Educaticn, and Welfare, Office of Education,

I : Office of Evlauation and Dissemination, pp. 246-263.




- Y participation, and Basic terms andNconditions)mthat—thefapplicablé‘ -

= - . . - . .. s
- w

> . - oo N )
program and survey data” are often obgolete-as soon as they are produced.

h.

Data on the GSL program are in particuiarly sorry condition, frustrating

- . -
Te e . ’ .

: ‘_ _ any attempt to answer such basic questiong as: "What ire the characteristics

of students who receive GSLsf;"‘”How much'do typical’ GSL recipients boirow

0

and how much 'cnonomic benefit' do they receive/;” and~”How—do the.loan __ .

-programs fit into the overa11 framework of student finance?"

I ., The purpose of this paper is to suggeﬁt a framework for considering
the current state of college student finance (with emphasis on student loéns)

. P

and,Ltheh, to make some téntative conclusions about: the iupact of financial

;. assistance on student finance. The paper is organized as follows: after
a brief description of® the terms and conditions of the major ED stI‘icIEn‘t"r N

loan programs, a "net present‘Jgiue" procedure 1is, set_out for mé?suring

: the benefits students receive from'loans. Although fairly simple, this
measure dﬁes,not seem to have been employed in earlier .analyses of the’,

student loan programs. .

.
S ‘e
u

? ) In the next section of the paper, cwo major data bases are examined
for their ability to provide valid and reasonably complete information
on.how stddents finance their education, particularly on how much assist-

e . ance_students in different circumstances receive from loans.. Problems ’

"

with the existing data bases are considered and some suggestions made

for future col;ection of daﬁaa Using the best available source of infor-

mation, the “gtudent burdens” faced by students at different inconie

““levels and attending different types of collegiate institutions are
examined. The final section of the paper suggests some implications of & ‘-

the analysis for Federal student. aid policies,’
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T o NDSL™ and GSL T -

" At the present time the Federal government runs two. major student loan

. ©

programs. _j Funds for National Direct Student Loans (NDSL) are allocated

. by the Department of Education to’postsecondary institutions on the basis

-

of student need and the level of previoys institutional participation in

the program.” From“these funds, financial aid»officers~provide -loans..to

-

. students with demonstrated financial need.' The institutions also make

loans from ° revo g funds. of money they collect from previous borrowers.

s a .

- »

.
u H . t

In the Guaranteed.§tudent Loan program, loans are made by'eiigible

1ending institutions (banks, satings'and loan associations,'credit unions,

. State agencies, and some educationai institutions) using private capital.

The loans are guaran\eed by State and private nonprofit "guarantee agen-

-

B cies (and reinsured by the Federal govérnment) or insured directly;b§”'

- . o . .

- s LT o= - . -
the Deparfmént—of-Education. -Federal-appropriations are used‘to pay

the in-schcol,interest subsidy to botrrowers; to _pay the * specia1 allow-

ance" to 1enders (to assure them of an equitable return on the loans); to

-~

repay lenders znd guarantee agencies for c1aims resu1ting frbm default,
bankruptcy, death and disabilxty, and to provide administrative-cost

allowancesfto guarantee agencies. Currently, students at a11 income levels

- - MY

~'mayapply to 1enders for fully subsidized GSLs. ' i -3 J

3 . L] < T >

- s

\ While the two programs - are c1ear1y quite different in how they are

financed and administered they present“a*similar set of terms and conditions
A R -

. . -

—to—the—student~borrower:

°

’

‘the’ health professions, one for yeterans, and one for law enfgrcement
pensonnél. In addition, eligibility to participate in the .Guaranteed”
Student Loan programais now Yeing extended. to patents under different ,
terms than those applying.to students.

w22/* There. are also five sma11er programs: three for financing education in ,;

.~

e
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o

-2 In NDSL repayment may be waived for up to one year in order to avoid

o borrowing at a below-market interest rate. For an NDSL the rate-
is .3 percent. (It will increasé to 4 percent on July I, 1981,)
For a GSL, a 7 percent rate applied until recently. Students ‘who
take GSLs for enrollment beginning after January 1, 1981, and who
have no 7 percent .GSLs outstanding are charged a 9 percent ‘rates -

«
a period during which no principal or interest is required “
to be paid. In both programs this covers the time the student
—- ——is|in-school~ (on-ar—least~a—half—time basis) and a “grace period.”
NDSL and new GSL borrowers, the grace peried is now six months.
or old NDSLs and old GSL borroWers, a ‘nine-month grace period .
-~ - - -applies. . o . . . . a

.0" 2 number of conditions under which repsyment of the loan can be .
defarred beyond ‘the normal in-schonl and grace periods., In both® -
’ programs, deferral is authorizeéd for the -following reasons: - .
(1) réturn to school on-at least a half-time basis; (2) up to
three years of service in the. Armed Forces -or the Gommissioned Corps
of the Public Health Service; (3) up to three years of full-time
volunteex _work for the Peace Corps’, VISTA, or a nonprofit agency,
¥ (4) up to three years if the borrqwer is- temporarily totally, o
.+ disabled or is caring for a spouse who is so disabled; (5) up to .
«#*+ *  two years for a preprofessional internchip., A porrower may B
" .. take a six-month grace period after each period of deferment.
¢ . In addition, a GSL borrcwer is. allowed to defer payment for up |
to one year during which he or she is seeking but is unable to
find full-timé employment._/

o a set of: conditions,goyerning the rate at which a loan must be

_repaid once the repayment period begins. Traditionally,
. " both programs have had a ten-year maximum repayment period._/ )
Under the 1980 reauthorization, NDSL ‘repayment may be extended o
# an additional ten years for low-income individuals. In both .

programs borrowers must repay at a rate of at least $360 a
year, 2/ which will limit the repayment period for a persén

N I
P
h N o }

£3

3/ In addition, repayment obligations under either program are cancelled *
if the borrower dies or becomes pertanently and totally disabled. GSL
obligations may be forgiven if: the ‘borrower declares personal bank-—
ruptcy (generally .only if this cccurs. at- least_five_years_after_the_ - N

< beginning of the repayment period). All or a portion of a borrower's I
NDSL obligations may be caficelled for full-time service as a teacher —

.in. a school serving a substaqtial number of disadvantaged -students or S
as a. teacher of -the-handicapped, for full-time employment -in—Head- S
Start, or for militarytservice in an “"area of hostility."  The pro-
portion of the obligation -that -can -be-cancelled depends -on -the- length - - et
of service. - A

-
. -

ﬁ/ This- dees not include deferment periods that occur after the initial
repayment perioduhas beguri.

&

economic hardship to “the® borrower.
e




-

- - with a low aggregate 'debt." In tases where a husband and vife
. each have a GSL‘outptanding,'thcir combined annual payment
; must be least $360. A GSL mast be repaid within 15 years of
2 ' dts original date 'of disbursement. (This does rot include any
. - authorized deferment periods.) Both types of loan tend to be - - -

repaid in equal monthly, bimnuthly, or quarterly installments,
but- that is not required: ar NDSL borrower may request a
* - graduated repayment schedule, and the payment schedule for a
—-y¢SL is’determined between the borrower and the lender.

3 d : . A
Ih.édditfbn; GSL lenders are required to pay an insurance premium to

—_ - ‘-the’Federai—government or to a-State guarantee agency, and the lenders may
v, L) L - oL

.

el in turn pass these chérges on to the. borrowers. The amount of the premium
. - . .
~ . ‘ .
varies. Borrowers obtaining GSLs ender the Federally Insured Student lLoan
. re

(FISL) program pay a premium of 1/4 percent per year of loan principal for

-
3 3

the period beginning_tﬁe month fnllowing the month the loan is made and

ending 12 months after the borrower's anticipated date of graduation.

This premium is paid at the time fhe étugent obtains the loan. Under the .
- & .

Guarantee Agency program, State agencies may cﬁarge up to 1 percent of

S the unpaid balance for a period not to exdeed ‘the life:of the loar.

DUy © (Most agencies charge either 1 percent or one-half of 1 percent).

The "Nonreturnable" Portion of a Student Loan R :

1

From the preious discussion, it should be evident that students seldoﬁ, if

- _ . -ever, repay the full value of the student loans they receive. In an economic’

. sense, certain terms and conditions of the sloan progrars (below-market

interest, ig~sch061 interest subsidy, additional deferment periods) serve
. Q

¢

. to féﬁd@g the amount that is repaid to the government. The remainder \\

accrues, to the student, like a direct grant, as. "nonreturnable” aid.
- The amount of nonreturrable aid received by a student will depend on

the pirticular,éircumstances that apply: type of loan taken, time spent in
] ) ’
school (and in other deferable activities) subsequent to taking the loan,

. e ' -
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ey

pattern of repayments, and length of repayment period. For a patticulai

< [

student, the amount <of nonéetugnable aid received can be measured using a
Y o .
"net present value” calculation., The procedure for making this calculation

is described below.

° ’ . :
.

Calculating the Net Present Value .

»

A net piesent value calculation permits us to compare the current bene-

5

fits the student receives with the costs to be borne in the futdre, both

_hgxptessed—in terms of present valoe to the student. This calculation will

»

first be demonstrated for a particular student in a particular. set of
citcumstancgs. Then the assumptions refarding those i rcumstances wi}l be

relaxed in order to demonstrate the range of né't present-values that may Qf

apply. “ ° ' .
{

- i
.

Start with student John Dde, who receives a $1,000 GSL (under FISL)"

in September 1980, the ﬁeginning of his sophomore year. Assume that he

also bo;tow5'$1,000 at the beginnipg‘of his junior and-seqiqg ygats.é/ > . ,;
Finally, assume that he. graduates on schedule, that he selects (and his

bank permits) a ten-year repayient; that he Joes not receive additional

authorized deferments, and that he is faithful in hizbtepayment, never

going into defau;t. For $3,000 in FISL loans, tbe student will pay about

$20 in insurance pteéiums and $4,145 19 fépéyéenfé.':Thus each $1,000 bor— B
rowed will cost about 51,388 in insurance ;remiums'and tepay;ents. John

<o

Doe's stream of receipts and repayments is shown in Table 1.

Comparing the aggregate of receipts and repayments does not tell us

[y

LY} With an aggregate debt of $3,000 the student can take advantage of the
full ten-year repayment period without violating the %360 annual repay- . °
ment requirement. . -122 ;

el S T o
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S per caes s

" in the _Guaranteed .Student Loan Program
2 N - R o~

=

AR s

<

v

. Calendar Year - - Pa

’
v

-

T 19860

vy . ehina,

- .1981

e e

1982
19837 - . . B

R L T

i9se : $310.77
1985 | 414,45

&
i
o3

1986, . : ’ 414:45

s

1987 - : , 414,45

R R

log8 . . R 414,45

98 -, 414.45. -

1990 . . - . 3 © T 414445
1991 S 414445 .
b

11992 I 414
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1993 , 414445

AT s

R

D1994 .0 "7 103.59

T $2,979.84  $4,144449
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‘where C is the cost (it will have a negative value) and the Bs are bene-.

o . -
*

: much about the net benefit (that. 1s, the amount of nonreturnable aid) the

student actually receives. What is needed is a way of reducing the stream

of benefits and ‘payments to a single value, meaaured at one moment in. ..

time, The standard method for accomplishing this is called "discounting.

»
Iy

‘ The mechanics of discounting are very sim?le.' The first step,is to

select a rate, called a "discount rate,” for comparing present versus fu-

. turelgains; 1f, to the individual. in questicn‘(in this case. the student

. 'borrower), $1.00 today has the, same value as $1.05 to ‘be received one year

-
s

'>from‘now, we can say that that individual has a discount rate of 5 percent

The equation for this relationship is:

.

.

Se+1 ) .

' k ' Mt '

,Wwhere Sy is the sum of money at time t, Sg4 is,the sum at time_t+l, and
r is the discount rate. (In this case Sy = $1.00, S¢4] = $1;05, and

.05 ) . The.same type of equation can be used in situations where costs

*

-and benefits occur in several time periods. For instance, an individual

may face a situation in which an impediate cost is to_be éxchanged for'some

A

.benefits that will be received immediatelx and other benefits that will be

received in -one and two years. We calculate the net present value (NPV) of

this transaction as: -

A Be+l Ces41
< ‘ NPV = Cp + By + +

T ' 1+r (1 +.r)2

—~

-
£

fits. The general equation for determining a net present value where costs

ef ey




and benefits occur over n time periods is:

St+1 St+2 S¢4n
NPV = S, + + +o. ot
1+r (1 + r)2 . (1 + )"
I .
»

This equation can be used to determine the net present value of a

student loan across 14 years of in-school, grace, and repayment timetZ/

First, however it is necessary to select’an appropriate discotnt rate.
It is most common te use an estimated ”opportunity cost of capital"--that is, ©
the rate of return ‘that could be %arned on the money in question‘> if it were
placed in an alternative invesgment., For a government*projectjjit~isr-—«~—~——e—~**w__;;
proper to estimate the rate of return that the funds would achieve if left’
in private,mone&‘markets, since funds for pubiic projects must be removed'
from the private sector through taxation or borrowing. Alternatively, anal-

ysts usé the government's cost of borrowing money, such as the interest rate

on long-term bonds, as a discount rate.

A similar "opportunity cost” concept can be used to derive a discount rate | "; :
- for student borrowers. One ¢an asgume that if John Doe did not receive his , ‘ -ﬁ
GSL, he or his’parents~wou1d have to makefup for it with funds from savings - o Q
o:\étherAinvestments."Thus; the discount rate is the rate of return earned o ., |
if those funds are left in the private investment markets. This approach
could produce discount rates varying from the low return (5 to 6 percent)
still earned on funds in savings accounts to the returns of 15 percent' and

i -

even higher available through money market mutual funds, certificates of

_/ JFor a more -detailed éxplanation of discounting, a good source is
Edith ‘Stokey and Richard Zetkhauser, A Primer for Policy Analysis
(New York: W.W. Norton, 1978), PP. 159-176. -

H
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"‘deposit, and other opportunities now open tofs;all investors.ﬁ/ Clearly,

I

‘the nét present value should be calculated using a range of discount

2 -

_rates. This will be done shortly, but for now we will use a rate of 10

percent for an initial, baseline estimate..

. B . kN

Returning’tofJohn Doe, suppose we want to know the net present value

of the first $1,000- he borrows. Using the formula:

Net Present Value = ( ace Value of ‘Loan minus- Insurance Premium)
'minus Discounted Value of Repayments

we can make the following ca1cu1ation 9/

68.90 + 137.80 + o o « + 68,90

——— . NPV= 990.76 -

) ~(1.1)3 (.14 L (L.)13
= 322.28 ' - :

»

‘ Wwhat this means is that, out of his $1 000 loan, John Doe will receive

%

$322.28 that is never repaid to the Treasury. The remainder, $677 72, is

- the economic value of his insurance premium and repayments as measured

<
. )

using his own valuation of future. versus present funds,

. .
This measurement is highly sensitive to-a number of assumptions. The'
first assumption, as noted above, is the choice of discount rate. Oné

might believe that because most Anericans keep their money in savings

< e

i

8/ while these investment yvehicles are increasingly available to pe0p1e
with small sums to invest, they are (because of liquidity lim{tations
.~ and other factors)~ still used mainly by-what may be loosely termed the
"investment class.” It is therefore possible that high-income people
havé higher average discount rates’ than. low-income people. If that ©

R is the case, then in general a GSL will;. ceteris paribus be wotrth
more to a high-income student than to a low-income student, . .-
. 2] The numerators in this equation were derived by calculating the’ monthly
payments for a $15,000 GSL and then adjusting the annual payment to con~-
;y form to a year beginning September 1.

oo o 16 ‘

.
anad L

e e




accounts, a better choice of discount rate would be something on ‘the order

of 6 percent. At 6 percent the value of a $1,000 GSL (everything else as

before) would be $113.11. On the other hand, the press has reported that

it is increasingly common for families to.use GSLs as capital for invest- o 4

°

ment in money market mutual funds. The discount rate might be-set at 14 U

percent, which would yield a- net present value of "$471.62.

f R - . . . ..
° \ . N

The second assumption is that the loan is taken out at the beginning of

K © . -—«--—e--— - -

the student's sophomore year, - The $1,000 loans taken by John Doe in his .
junior and senior years will have smaller net present values because they
are subject to smaller in-school_(and therefore interest-free) periodsb A
loan taken out in the freshman year would be most valuable of all. Table

2 indicates, under several discount rate assumptions the net present value

G\ P eewws e

of a $1,000 GSL taken out by John Doe in any of his four years of college A0y

€
-

Another assumption is that the loan is repaid in exactly ten years, Ex-

.‘cept at a discount rate below 7. percent, the longer a loan is in repayment, ';

the higher its .net present value. Yet students may have valid reasons for . ”'ig
. P PR = . ) . . R - . i -

completing repayment in less than the maximal allowable time. Tbus, one might
decide to assume a shorter repayment period. If John Doe makes his final pay-

ment only five years after beginning repayment the net present value of

Athe loan he borrowed as a sophomore would be $287. Alternatively,. the

ten-year maximum‘can be extended if the student returns to school or.takes

-, e

-, . .- s
- M . 3

19/ Note that the net present value of a §l, 000 loan taken by a senior is only A'f
' $4 -when a 6 percent discount rate is used. If the ,discount rate were only o
a fraction of a percent. less, a negative NPV would result. At even lower <
.discount rates one could obtain a fiegative NPV for the loans taken by fresh-
men, 30phomores, and juniors. Yet it seems clear that at any reasonable
rate, the student comes out ahead.

IR e AT e Y 0 s
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L Net .Present Value of a $1,000 Guaranteed Studegt:'Lq&n'-

_‘Ux'l_c'*le'r' r:<ferent Agsumptions Rega"i'ding School Year

<" .' )

: ' ' aen Money is Borrowed -and Discount Rater - : s

-l . ‘ .
M A » ’ : - <t . ) '
" .Discount -Rate - . ,
- - - -~ T e o i e, v oS ovmmena . )

. 4 . .

R T 6% 8x 0% 12% 4y
‘Year:.of Borrowing . . - : ’ . : .

“ “
. B
S . N . I ! . .
TP T - g
i : ; . ) _ : [

Dadtrai

Freshimn, . §162. | §28% $382 [, $465  $534

Sophomore 113 §2@ | §322. 0 §395 - §472 Lo
et . ) ) . I ) ! B
. Junior $61 . -$167 $256 © | $333 . $400 S o
seator. =T § . s sis3 sS4 s318
: v ‘ o

‘Assumptions ° ‘ : . ’ : |

* K

- »72:.é$L,‘take\n at the begirnning of the. school 'year

‘ St‘}d@nt-gradnates"(frbm a ‘4~year college) on schedule ’ : k o L
o ‘9-month grace: period . AU - T

‘lb-yea;‘repay'nient,",%it‘i' equal monthly amounts : - IR

K . .

N

. kY s . ]
. Noyadditional periods of deferment . C ‘ . s

e .

Al

.
"
¥
NERIEE . -
e R N I 24

* Y

o Ay i
S o i st b oo




E&j part in an activity that confers the ability to defer repayment. Many

students make *use of these deferments, If, two years after his graduation,

-~ Doe returns to school for three years of graguate work and then after another ’

T~ . .. |
grace$périogi_continues with a ten-year repayment of the loan he took
\\ ) . ) \‘

out as a sophomore,\Ehe<h§E\Efﬁfﬁi;1value of that loan (which will not be
fully repaid until 1999) will be $417% .
€ ‘ \\

<

. The final asumption is' that John Doe received-a GSL with—a-Z_percent
'interest rate. For new GSL borrowers, .0ld NDSLs, and new NDSLs, interest

rates of 9, 3, and 4 percent apply respectively. For John Doe {with his ten-

year repayment and 10. percent discount rate) the net present value of a
)
§l,QOO loan under each of these alternative program options would be $239

£or a new GSL borrower, $436 for an old NDSL, and $394 for a new NDSL.

- . - A,

By relaxing the assumptions for John Doe, we find that a fairly wide
',rangé of‘net'present.values may be calculated for a $1,000 student loan.
 Yet under all assumptions the NPVs have positive values. It should be

clear that through the loan programs, the government is conferring uponv

-

students a form of monreturnable aid. .

-

Studen.. _Loan Data

¢ ~

It would be useful, in calculating the impact of the student loan’

programs, to determine how much nonveturnable aid is actually being dispensed

-

and who is receiving it. In such an analysis,fthe following pieces -of
inférmation would be. important: - ; o
. . , . H :
distribution of students by total amount of money borrowed
(per year and aggregate) .o >

distribution of Borroving by year in school

o distribution of borrowers by time spent in repayment and




14

{‘l*.‘ ' in deferted activities (including graduate school and .

i additional grace periods)

3 v o distribution of _borrowers by family income and by

v type: and cost of institution attended

?{,o ) :' o distribution of borrowers by’ type and amount of other
oo student assistancé received

§~f.4 If. these data were available, it would be possible to consider‘issues

11ike. the equity of the distribution of nonreturnable loan aid and the '

‘<

— contribution -of ioans. in easing the financial burden on college students.

™
Unfortunately"«the»information is not readily available, at- least for GSL,

n

the larger of the two programs. Becausefparticipation_in GSL (including

?;f“‘ “eligibility~for the.. in-school_interest subsidy) is now open tJ a11 students

, .family inc a most important piece of information for policy analysis.

ected sporadically and are seldom‘(if ever)

\

The -lack of program information on GSL barrowing and borrowers ‘makes. it

%:‘;‘ Other data appear to be

aggregated into national-level distribut

"~ npecessary to rely on sample surveys for assessment of the program. A
‘discussion of these surVeys follows.

I

.Cooperative Institutional Research Program

The Cooperative Institutional Research Program (CIRP) colled a variety

of data through an annual 'survey of first-gime, full-time students attending

5 - _‘,;.‘ T —
coE collegiate institutions.__J The sirvey has: bcen in operation since 1966;

T .approximately 200,000 freshman students are surveyed each year. On .

,occasion, longitudinal followups have been run as well.

ardless of income, student applicants are no longer required to report their

i llj Alexander W. Astin, Margo R. King, and Gerald T. Richardson, The
American Freshman: National Norms for-Fall 1979 (Los Angeles: ‘Coop-
erative Institutional Research Program, Graduate School of Education,

* . UCLA) and earlier editions, '

]




| During the past decade, data from the freshman and followup'surveys
have been used in studies of a wide variety of issues, ranging from studente
. retention and attrition to campus protest and the changing attitudes of
. entering freshmen.lZI It has a1so'heen used to study‘the distribution of ;
stedent alid awards (by family'income and type of'institutlonl, although in’

this .area a number of cautions about CIRP are in. order. % .

First, a survey of entering freshmen will not be representative of the

entire population of Btudents eligible for Federal aid. It is doubtful Y ‘ ;
) thst a typical student_aid package received by a college freshnan will be .
similar to that received by an npperclasman, a graduate student or a - ~f
proprietary school student. ’For one thing, it is generally—believed o

that freshmen are less likely to take student loans.) In some analyses,

the specialized nature of the CIRP population seems to be ignored.

More crucial is the method by which CIRP data on students' family
. 1ncomes, financial aid awards, and other sources of financial support are )
collectcd. Studenta select; from 14 intervals, a "best estimate"” of their
parents? incomes. While the overall distribetion of responses to this

‘ \ . » s ‘
question has been reasonably close to the income distribution of all 18 to 24~

year-old .college ltudents,lél we have no basis for assessing the CIRP

-, ~
ar . . °

12/ Alexander W. Astin, PrevéhtingﬁStudents from Dropping Out (San Francisco: - -
Jossey-Bass, 1975); Alexander W. Astin, Helen S. Astin, Alan E. Bayer,

nd Ann S. Bisconti, The Power of Protest ~(San Francisico: Jossey-Bass,
:léiilnavid ‘B Drew and Alexander W. Astin, "Undergraduate Aspirations:

Te

. A of Several Theories, American Journal of. Sociology, May 1972,
PP.115I=64,

3

13/ The CIRP income distribution “as been compai2d to the income distribution
of students as“teported in the Current Population Survey of’ the Census
Bureau., See Cat Hendercon, “What:Do We Know About Students: A .
Comparison of ACE and Census/NCES Data," Washington: Policy Analysis
Service/American Counéil on Educaticn, April 1978 (photostat).,
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o £inancial-support<questions are unverified.

date for its validity in-actually reflecting the parental incomeg of first- P

time, full~-time students.

Similarly, in indicating how much financial assistance they receive

from each source (parents, spouse, grants, loans, work, savings, other),

students select from five intervals. (They can also select “néne.") For

some of the largest- student aid programs (Basic Eduuational Opportunity

Grants, bupplemental Educational Opportunity Grants), only three of the

Antervals ($1 to $499 '$500 to. $999, and s1, 000 to $1 999) are applicable,

although some responses outside the range of possitility are received. As

is the case with the parental income data students responses to the

A

In all, it .is difficult to

N

S e -, ” -

ta gleaned from the T o -

- %

know what to make of income and financial aid dzt

survey.
e .o0"
. 5 . 1

" A case in point is GSL. For 1979, the most recent year fof wh ch CIRP

.data  are now available, about 13 percent of the CIRY participants cldimed

to be receiving a Guaranteed Student Loan and the average reported loan was
something on tle order of $1,453. 14/ Looking at the GSL program data
for Fiscal 1979,15/, however, we find that lcans were made to about 16 to

»

17 percent' of ‘all eligible students and the average loan was $1,977. 16/ .

¢ !

';ﬁ/ The average loan was computed by multiplying the midpoint of each
interval by the number of students in that interval, summing the total
value of the loans, and dividing by the_total number of recipients.
the "“over $2,000" category, a value of’ $2 250 was used (the midpoint be-
tween $2,000 and the maximzl’ loan of $2,500). If the highest value in
each interval had been used, the average loan would =still have been
only $1, 702. . '

o .-

lé/ OSFA Program Book, U.S. Department of Education, May 1980, p. 31. - o

lﬁ/ The eligible ponulation is defined as all degree~credit students
enrolled on at least a halﬁutime basis. Available enrollment counts do

- ) .
Gl - -
<4 U - . . .
T B aen et xS F. - : -

For .
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a . .
Thus, the reported average loan and perhaps also the participation rate

°

s

-

-] . (
derived frow the CIRP data seem unreasonably low. Some of the difference

may reflect a lesser propensity to borrow among freshmen compared with other
,students (especially graduate and proprietary scnool stndents). IOn the
other hand, all CIRP respondents are enrolled full-time, and full-time
" students almost certainly borrow more frequently and take larger average ]

loans than do.paft-time students. In all, the data do not seem to reflect

the full extent of respondent student participation in the program-and

< cannot be of much use in determining the amount of nonreturnable loan

aid that students recgﬁne.ﬁl/

‘The "Middle-Income Squeeze”

Before turning away from CIRP, it may be useful to point out that data -

(‘.

from‘the freshman survey have been used to justify major changes in student

assistance policy. A noteble example occurred during the 1977-78 Congressjonal

3

not differentiate degree-credit. from non-degree~credit students; nor do

- they differentdate part-time students who attend at least lialf-time from _
those who' do not. Therefore, estimates of the size of the eligible pop-
ulation are necessarily tentative. The 16 to 17 percent participation

o 4 rate was calculated ow the basis of 1.51 million borrowers among an -
eligible population of about 6.9 million full-time students and 1.87 to
- 2,75 million eligible part-time students. Data on total number of

‘oans and average loan size are from the QOSFA Program Book.

o lZ/ An additional criticism of the data base comes from a recent evaluation

: of a report that used CIRP data to study academic persistence and ‘attri-

: tion: “CIRP surveys of that period (1975 and earlier) were marred by

1 high- within-school student non-response rates, Because the program is

: . a cooperative one, schools participate voluntarily. Self-selection for

L research-oriented school administration styles is likely. The fact

o : that students from CIRP are similar in some ordinary observed charac-

; o teristics ‘to-all students ..s irrelevant to the representativeness of

. . the sample on critical new variables- like _attrition.” Harry P, ~
Travis, Review of Three Higher Education Research Institute SISFAP -

) ~ Studies ‘of Student Aid and Postsecondary Participation. (DRAFT Edu-

: cation Policy Center report to the Department of Education, February

1981, pp. —20).
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. debate™Sver tuition. tax credits and middle-income student aséistance.

At that time some analysts had become convinced that students from .*
families in the income range broadly defined as "middle” were in need of

Federal assistance in meeting the costs of college. It was asserted that

+ »

¢ the existing student aid programs. had succeeded in lowering the financial‘

-
-

|
barriers raced by the poor, but that the middle c1ass, -who were not eligible

for much student aid, were falling behind. Th2 Congress, spurred by -

constituent pressure, he1d nany hearings to determine‘whether a “middle-

incohe squeeze” in fact existed and if so, what should be done about it.

. . Tmapn
' . . ., .

An oft~cited fproof" of a squeeze on middle-incomeéstudents was the - .

. <

table reprinted here as Table 3, from a report prepared for the ERIC

Clearinghouse on Higher Education __J The table uses data from the 1975
freshman survey to indicate the average Iproportion of total,college costs
that students in three *income categories meet from Family contriputions,

.0n the basis of this

.

grants, loans, work, savings, and other sources.

table, the author of the report concluded:
. .

<

. Total “"grants" plus family contributions comprise the -
"subsidies" to the student, who must make up the ~
. i difference by work, borrowing, drawing upon savings,

or other financing.

It is seen that the portion the Co

student must "make up"+-- i,e.

the student's net cost --

is greatest for the middle-income group and is 1east for
. students from high-income families. On the .average,’
middle-income students must provide for themselves or
. find other sources for about 41.6 precent of their
college expenses, compared to 32.2 percent for the low-
income group and 29.6 percent for the high-income group 19y

- -
) . ’

4 n

18y Larry L. Leslie, Higher Education Opportunity:

A Decade of Progress.

. ERIC/Higher Education Research Report No..3.
Association for Higher Education, 1977.

Washington:

©

lgf.heslie, pp. 25-26 (footnote omitted)

- . - . - . .
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¢ . ’ TABLE 3 (
i ' ) Percentage of Total Coliogg Costs Paid from’
i . . ____.Various Sources, by Income Level
s _, . - Parental Income
L ) . Low Hddle agh AlL Students
o . : (58,000~ (70,000 or ~
i . Source £<$8,000) 19,999) more) N
; ©BEos ' 2.0 73" 1.5 8.3
P SEOG 3.2 1.1 0.2 1.1
- Statc Scholarship  ~ * 5.9 4.7 1.6 3.7
- Local, Private Scholarship k0 4.5 2.6 3.8
: Student's GI Benefits e L9 1.0 0.4 0.9
U . Parents' GI Benefits. © 1.0 0.6" . 0.3 0.5
X . ' S5 Dependens' Benefits 5.4 1.8 0.7 1.9
(R » ‘
5 . :  Total Grants ) 48.4 21.0 _ .10 . 20,2
.5 - parents or Family 18.6 36.8 __ 62.9 43.1
Lot . ¢+
. Spouse 0.7 0.4 0.3 0.4,
i.o 0 tou‘1 Fanily Assistance 19.3 37.2 63.2 43,5
TR ‘rotal Grants and R XY . 82T U703 - T 63T
¢ N . Fuily Assistance - . .-
; ' ~yt . .
o - College Woxrk 3tudy ‘ 4.3 . 23 ¢, 0.6 2.0
. * Federal Guaranteed Student Loan 2.6 .6 . 1.8 . 2.8
‘National Direét Student Loas 3.0 ~ .26 - 07 2.0
. N . . . . - e .
T , sOther Loan . o 1.3 2.0 -~ 1.3 ' 1.6 *
- R A : ' ‘ ‘
e Full-time Work . . 2.0 2.5 : 1.8 2.2
Pltt("ti..e ngk : ' . ‘1000 15:5 i : '}202 1305
“savings 7,0 1.2 _ - 932 9.9
- * - o :
Other Financing s . 2.0 ] 1.9 .. ] 1.8 1.9
¥ - 4 N . .

. s Student Net Cost ' T 32.2 41.6 29.6 35.9
e Gnnd Toral . . * %99.9 ) 99,8 — 99,9 - 59.6
: . . Note. Totdo do not equal. 100.0 percent due to rounding.

H
.o ) Source: Unpublf/!;ed analyses conducted by the uigher'Education Fesearch Institute - -
HEE ‘Dased on data from the nationdl survey of freshmen entering college In 1975 as reported
- in Astin, A.H., King, M. R.; a chardson, G.T. The Anerican Frnhnn. Los Angelec:
‘::~ a a
‘ - xeprinted from Larry L. ‘Leslie, H ghen}:ducntion Opportunity. A Decade of Progress L
. ERIC/Higher Education Research Report No. 3. Washington: American Association
N for Higher Education, .197%,.p.26 oL L n s .
i ) ) R R -y ’ - * ; ’ ! P
Pos. ; K ' - !
LEFA N .
" A T ow e

PUA ot provided by eric [
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With little concern over the limitations of CIRP data in justifying

i ; such a conclusion, the data from Table 3 were inserted on many occasions
‘ into the public record. 207 Aside from the obvious prcblems associated with '

-

the use of CIRP as a comprehensiVe data base on studcnt finance, other

.
R

perhapL even more telling criticisms can be directed at the conclusions made

.
B

-on the basis of this table. .

: Most serious is that the table obscures the diffencés in average

~
P

- . educational- costs incurred ﬁ%\students at different income levels.zlj

- -

Tt is the case, and it has probably always beea the casey that students L & e

from ‘wealthier backgrounds choose more expensive types of higher education.

;* . Eyen within'the same institution, wealthier students may (because of personal :
) . . . . B 5? . :‘;
| ' tastéiin living styles and a greater ability to pay the additional travel |

T -

»

expenses incurred in‘attending an institution far from home) have higher

t ¥ « -

.- .
}1 total average costs. The Federal government's responsibility for eliminating
|

these differences'has not been well articulated. (There is a Federal

N

| 20/ The entire table was reprinted in Déscription of Bills Relating
| to Tuition Credits and Deductions, Subcommittee on Taxation and Debt
v Management, Committee on Finance, U.S,. Senate, January 17, 1978, p.9. \
" The author 8 conclusions based on Table 3 and the aggregate percentages
underlying these conciusions are found five times in Tuition Tax Relief
. Bills (Hearings before the Subcommittee on Taxation and Debt Management
_ ' Generally, Committee on Finance, U.S. Senate, January 18, 19, and 20,
1978, pp. 455-6, 458-9, 465, 497, 505), four times in College Tuition
Tax Credits (Hearings before the Task Force on-Tax Expenditures, Govern-
ment: Organization,;and Regulation, Committee on the Budget, U.S. House
of Representatives, April 28 ard May 12, 1977, pp. 41-2, 43, 47 and )
76); and three times in Tax Treatment of Tuition Expenses (Hearings . ' )
before«the Committee on Ways and Means, U.S. House of Representativ:s, :
February 14, 15, 16, 17, and 21, 1978, ‘pp. 198, 209, aud 679), Fina.ly, Tt
: the table is reprinted in Tuition Tax Credits. and Alternatives, ’ .
Washington: American Enterprise Institutiou (Legislative Analyses):
April 4, 1980, p. 6. Iu none of these instances is the validity of the
data questioned.

. 21/ The author of the raport acknowledges, in u fouotuote, that these dif<
[ERJ!:‘ ferences exist; but he does not take them into account in his analysis. o




“~eommitment ‘to enhancing student “choice, " butrhow much choice and what

:style"of:living dre to be supported have never been clear.)

-

The 1975 CIRP data indicate that low-, middle-, and upper—income students

:incurred an average total cost of $2 302 $2 432 and $3,100 respectively __/
IS
(Converting;the percentages in Table 3 to dollars, we find that middle~

K

‘ income students contributed $5. 00 more than upper-income ‘students from full~-

time work $37 00 more from College work-Stuéy earnings, $1 24 less from

"other part-time work, and $19 00 less from savings. it seems"that the .

3

—‘actual !oan-work-savings burden on middle~income students is- about equal
‘to*that\on‘their wealthier peers. In all, there is little'evidence of a

. "middle-income squeeze '3 the table is a good indication .of ‘how misleading

»

the "student burden measure can be when it is employed without disaggre-

- <
’ 4
e

-:‘gatipnibY*tYPe?°¥ cost of institution.

v

S - \ ; - . . .
Another important factor that is obscured by the table is the presence

. of many independent'students. For lack of further informgtion, one must

K assume that reponses from independent students are included in the averages

B

listed in the table and»that the independent students are‘grouped by

-

: . parental income. Yet parental income dots~hot influence how much Federal
. student aidjén independent student -can receive. Thus, the inclusion of

these students has aa_unknown but probably sﬁﬁ\\f icant impact on the overall

. . i PR
averages.zél ' s

>

P

o

ZZ/ The average costs were computed using the Leslie  report (table A-10,

P p.A—lZ), the 1975 National Norms, and a draft 1977 ‘paper, by Engin I.
Holmstrom of the American Council on Edﬂkation entitled “Who Goes .
Where and How’“ ’ ‘ a :

22/ What is certain is that many independenr students are now in higher -
education. ;n the 1978-79 .award yeéar, 37 percént of all. Basic Grant - , -
_?E?}B%éﬂ?sigé“@‘3399§'a?e ayailable,gnlyAto_undergraduates) were,inde~ EN

e

p ) . .
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Hhile other criticisms of Table 3 could be raised, no more are needed.__/

P

On ‘the basis of the dubious valuexof CIRP as a comprehensive student
. K3 cx:»\‘ O A '/’.s. ¥

finance data-.base and_ the wag»in which the,data\have been used it is not

Y R..q"»
= A g RO

going ‘too far to sa;\ihat as ‘a source of information on "s'tudent burdens,

Tablée 3 is simply irrelevant.
e b

‘The SISFAP Surveys ' ‘ . 3

-

¢ ‘As the battle over 1;d to’middle-students continued it became clear

-

that a better source of data on student finances was needed« Toéward this

~
~ r

;endiwthelutsvaffice‘of Education commissioned two student surveys; as part

TR S LY
R L

R R

Jprogramsﬁgél'(The studies com ed~under this effort are collectively
;referred to as SISFAP for "Study of the Impact of Student Financial

Aid Programs.") In 1978-79 and then again in 1979—80 after passage of
the Middle Income Student Assistance Act (MISAA), a mail survey was sent

'+ to some some 20,000 undergradtate students, from whom about 12, 000 usable

L]

-

responses were received in each year.

»

The SISFAP surveys avoid some of the drawbacksAof CIRP. Data were

collected from a random sample of undergraduate students enrolled on at

E]

least a half-time‘basis at ‘about 175 institutions,.including proprietary

1

t ,

.of‘a'continuing effort to evaluate.the effects of student financial assistance

rs

Zﬁ] One might question whether the averages shown in the table are an
indication of actual student finances. There is no way of knowing
whether the interval midpoints (on which one presumes these averages
are based) are’ really the average amounts that respondents in those

*  1intervals- received or how much variation occurred around the averages.

.

25/ The survey results are reported in Study of the Impact of Brogram
‘Management Procedures in the.Campus-Based .and Basic Grant Programs

- (. G=129)% Volume II: Who Gers Financial Assistance, How Much, and Why?

~e .and-Study. of ‘the Impa-. of thé Middle Income Student Assistance Act

. (MISAR)L Silver ‘Sp’.ing,-Md.: Applied Management Sciences. Inc.:

‘© " March’3l .and May, 1980, “ ] ¢

Xl

-

. o
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| students who were eligible for financial aid. . -

'copies of tax returns and other documentation.) Actual dollar figures were

~extracted from financial aild records for students' family income, assets,

23

schools. (The institutionsfwere stratified on the basis of type, control

size, and cost. ) Thus, the sample should be representative of undergraduate ',}‘2

Financial data for all students who applied for aid were collected from ;;
the:recoras kept by institutiomal financial aid offices. For a nuaber of
reasons, these data should be superior to the student-reported data in

CIRP. (One reason {8 that aid-applicants are often required to provide

>

and financial aid awards. A figure for Expected Family Contributiqn was
constructed from institutional records on “Calculated\parental contribution s
“Student's contribution from assets, “Spouse's contribution,“ and Social §
Security~and veterana' payments. 26/ Recording'of these actual dollar
amounts should permnit a more precise analysis than is possible with the

{ g

interval responses in CIRP.

Tables indicating the distribution of average budgets, expected family

' contributions, student aid awards, and other sources of . financial support,

by.students' type of institution, for all students in the SISFAP record
reuiew survey are included as Appendix A to this paper. 21y (Note again

3

26/ The authors of the SISFAP reports state that they computed expected
family contribution using the currently accepted assessment of the
family‘s ability to pay."” It is not certain whether' they used the
BEOG methodology the Uniform methodology, or “sonme combination thereof .
(such as whatever system the surveyed institution was using).

21y The figures in these cables do not correspond precisely to those L
included in the SISFAP reports. Reweighting of the data (which oc-
curred after publication of the final reports) has resulted in a new | .
set of numbers. The author would like to thank the American Institutes ;
for Research for- editing the reueighted data and preparing the revised H
tables. . . ;
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) that this includes only students who applied for financial aid.). The

-

SISFAB/surveys appear to provide information of unprecented value on the

‘distribution of Basic.Grants and Campus-Based student aidzgl‘to studentsg,
,attendingvdifferent tjpes‘of institution.

™

Unfortunately, the surveys.do not provide a complete picture of how

¢

students pay for college. As with the previous efforts, a major problem is

" ‘the collection of data on-Guaranteed Student‘ﬁoanh.

BN .. fbr 1978-79 the SISFAP data indicate that 450,837 students receiued a

'GSL;EE]“thisAis approximately 42 percent of the number of loans made during
the concurrent fiscal year: (FY 1978). Some of the difference is accounted
for by the faét- that graduate students (who are eligible for GSL's) were

/ﬁnot included in the SISFAP survey. Yet the SISFAP data indicated a GSL

participation rate of only 6-7 percent, sufficiently below the actua1 12-13
percent participation rate (for a11 students) to warrant the conclusion that

a good deal-of participation was not picked up in the survey.c_J

' ’
’

In 1979-80 a similar undercouqt occurred. Based on the student survey

data, an estimated 589 896 u1dergraduates took GSLs, or 39 percent of the

./

28y Supplemental Education Gppcrtunity Grants, Coliege Work-Study, and
> C y
National Direct Student Loans.

29/ on the basis of responses to the student survey, an egtimated 450,837
students received GSLs; however, only 274,492 students indicated an amount
of GSL received. In the record review survey, amount of GSL received is
provided for only 394 570 students.

22/ Participation rates are estimated on the basis of approximately 5 9

million full-time undergradiuates; .9 to 1.6 million eligible part~time
, undergraduates, .8 million full-time graduate students, and .9 to 1.0
: million eligible part-time graduate students in FY 1978. To have
accounted for all of the 634,000 loans not uncovered by the SISFAP ,
survey, graduate students would have had to participate in the program
.at a rate approaching 65 percent.

.o - 30.
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actual number of borroWers. The .data indicated about an 8 percent partici-
pation rate for undergraduates él/ well below the 16 to 17 percent overall

J - . e

rate that actually prevailed. .. s -

Beyond the issue of GSL under-representation, another problem occurs with

. the SISFAP data. this is the amount of ”unmet need"” that the authors of .

‘ the study assigneu to students. CSee the right-hand column of the Appendix

A tables,) - "Unmet need’ appears to be that part of the cost of college
that could not'be.attributed to expected family contribution or the various

kinds°of'financial aid recorded in-the financial aid offices. 32/ 1In cases

in'which'expected family contribution plus- other resources. came to more than
total ‘budget, a negative amount of “unmet need” would be found.’ In the
1978-79 survey, the average amount of "unmet need” found for different

types of students ranged from -21 percent to +36 percent of the average

budget. 1In 1979-80, the range was from =21 percent to 428 percent.

L

The authors of "the SISFAP reports contended that the ‘unmet need"” they

|

had found was, "an additional burden upon the,students,” Thus they concluded,

"The combination of loans, work, and unpackaged [i.e. unmet] need, there-

fore, must be considered the real 'net price' which the student pays for

-3

él/ Estimate based on 6.0 million full-time and 1.0 to 1.7 million eligible
.part-time undergraduates.

-
This definition of "unmet need” as a residual 18 uncertain., When
added to family contribution, grants, -loans, and work, the unmet
‘need does not always bring the total of all financial‘resources up
to 100 percent of anticipated budget.’ The sum of all (average) finan-
cial resources "for the different groups of‘students ranges from 87 to
- 104 percent of average budget- in 1978-79 and 96 to 102 percent in
1979-80. (In those data cells with many respondents, the totals tend
- to -bé closer to 100 percent.) The: authors offer no reasor for these
discrepancies. ’

£

-------
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his/her.education."géj Yet it seems that "unmét need" would appear in

‘:the dgta for a varieti of reasons, including: - .

'22/ Who Gets Financial Assistance, How Much and Why?, p. 6.33

o- incorrect specification of total cost of education.
In many cases the student will -spend more or lese
than the financial aid officer egtimates, This may
largely be a matter of taste in living styles,

o misspecification oﬁ,family contributions. As with’
total cost of education, the amount a family contributes
mdy be quite different from what is calculated in the finan— )
cial aid officess- — - . ‘< : . '

R T R L A AR

e Ay
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o GSL borrowing not uncovered in the survey. (We can assume
that some: additional borrowing occurred.)

. o uareported student contributions from work or savings

.
¥ e

‘The authors would be correct to conclude,thaf""unmet need” .should be -

-

considered part of the “student burden” if that need reflects only additional

student borrowing or contributions from work or savings. But differences oL

in individual choice with regard to family contribution and total cost will

2 6

not necessarily increase the net cost to the student. It seems most

appropriate to- think of the ‘unmet need” figure not as unmet rieed (it must

“ ~T

-somehow be met or the student would not be in school) but as a combination

,of "unaccounted-for need" and non-need. The presence of a large amount of

this “"unmet need" in many.of_ the data cells (particularly those for pro-
prietary school community college, and independent students) makes evalua- -

tion of student financial burdens using SISFAP data somewhat difficult. 1

.

Net Student Burden
i

Despite these criticisms of ‘the SISFAP data the surveys are the best

source of _ information on how students in recent, years have paid for college.

No other data source provides as comprehensive a picture of student finances

L
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for recent undergraduate students. While the problens with GSL under-

representation and "unmet need” should not be overlooked, the general.

i magnitudes -and directions of the numbers involved (1f not the precise : . ,%

numbers) _should be suggestive of what is occurring in student finance. e

For this analysis we return to the concept of "net cost™ or "student

S

burden ~~ that part of the cost of going to college that the student must

a

-come ‘up with after family contribution and 'nonreturnaple" student aid

PSPy
| o

|
.

e bt

have been’ received. It has been held that a key measure of the success. :

" of student'aid programs is the degree to which they equalize the ret

costs borne by students of different incomes attending institutions of the

. game cost 2&/ The SISFAPfdata (as.shown in the Appendix A tables) can

SN T A e Ao h

be used to ‘measure the extent to which ‘average "student burdens have

i been equalized for students at different types of postsecondary education
; i !

r

. 1Institution. . ) ..

‘In considering student burdens, we focus on the three largest sectors
oflpostsecondary education: public two-year colleges, public four-year
colleges, and private four-year colleges.'ééj The "student burden” is
computed (see Appendix B) as that part of total college cost which the
student must meet through loans and work, In addition, two adjustments .

are made: . . . -

34y The-concept -of -“student -burden” as a measure of financial equity is
discussed in the SISFAP report, Who Gets Financial Assistance, How Much,
and Why?, -pp. 6.4~6.7 and 6,33-6.38 and in the Annual Evaluation Report on
Programs Administered hy the U.S. Office of Educdtion, Fiscal Year 1979,
. PPe 2534, .

33y Students at these institutions make up about 90 percent of all students
. eligible for financial aid,’ according to the SISFAP weighted population
© . eéstimates,
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o the "nonreturnable” portion of student loans is subtracted -

" frém the total-student._burden, Becausé no valid measure of :
thé actual "nonreturnable” loan is wvailable, the "John Doe"
assumptions are® used. Thus, $332 of ‘each $1;000-in. GSL and
$436 of each $1,000 in-NDSL is considered a grant to the.

" student .38/

o, the average "unmet need” in-the da' a is subtracted from the ‘ }
average student budget, in order to reflect uncertainty- over . Lok
~how much of this need really exists and how it is met. The * S
resulting measure of "student burden” is thus obtained.by
dividing contributions from wofk and (returnable) loans by
the total amount of financial ‘contributions attributable to
any sourcé. - : E ' -

<
.

The estimated average "net student burdens” calculated by this process B

for tﬂe two years, ‘in dollars and in percentége.of total budget, are .shown = .

in Tables 4, 5, and 6. - : ’ ’

 'F:om the tables and from Appendix B, several inferences can be drawn:

o For students in all income groups attending public two-year

colleges, the average net student burden, in. dollar terms, -

. is not large and the amount of borrowing is' inconsequential.
On a percentage basis, the burden appears to be equalized
for students with family incomes up to $25,000. Middle-
income ($12-25,000) students appear to have had their burden
substantially reduced after MISAA. Independent studénts
appear to contribute substahtially more earnings from work

than do dependents. S . ;

1

o For students in public four-year colleges, the burdens appear
to be roughly equalized, in terms of both percentages and )
dollars, especially in the post-MISAA year. In that year, - -
independent students appear to have had only a slightly higher*
burden than dependents. - The impact of MISAA on different
groups of students is uncertain. (For some the burden :
- increased; for others it declined.) .

-

o For all gfoups’of students, including’ independents, enrolled
in private four-year colleges, the burden appears to be )
substantig;ly'equal. A slightly higher burden on students in )

1 ’ N

.. <

. 36/.To the author, the "John Doe" assumptions (three years of in-school

_interest subsidy, nine-month grace period, ten-year repayment, ten
percent discount rate) seem to be fairly neutral, balancing out borrow-
ers with higher and lower discount- rates, in-school periods, and defer-
ment and repayment periods. Readers may wish to adjust the “nonreturn—
able loan" estimates to reflect their own assumptions.

H P
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B : "TABLE 4
~ . . . ~ -*
—%. Estimated Avérage Net.Student Burdenr ‘
. s For Students in Public Two-Year Colleges \ -
s ‘g - mx h
Fanily .Income 1978-79 1979-80
- o : N $ . v 4 $ ’ * 3
| $0-5,999 792~ — 38.5 732 35,6
! RIS N .
$6,000~11,999. 625 ‘31,7 . 821 34.7
$12,000-17 ,999 916 38.4 688 27.3
© $18,000-24,999 1,058 34.4 663 ,  24.8
$25,000-29,999 | . 398 10.3 640 19.9
" $30,000-0r mote * Cok . 636- 18.2
Independent 1,148 42,0 1,200 35.5
e Students : ]
= N O B
_*Insufficient observations
. . - TABLE 5
‘Estimated’ .Average‘ _Net Student Burdens
For Students’in Public Four-year Colleges
Family I.ncome 1978-79° 1979-80
S - § A
$0-5,999 653 26.3 BV’ 22,9
© $6,000-11,999 772 27.0 969 29.1
$12,000-17,,999 981  _  32.9 1,092, 307
$18,000-24,999 - 1,211 35,3 1,040 £ 25.9
o $25,000-29 ,999 1,152 25.5 1,169 29.8
$30,000 or more 996 16.3 1,006 21.4
‘Tndependent, 1,462. 38.7 1,311 31.3
Students '
Py 7‘ . 35




. TABLE 6

, Estimated Average Net Student Burdens
For Students in Private Four-year Colle ges

.
¢, [l

_ objective that the combination of family contribution plus grants

Family Incove ©1978-79 . ° ' 1979-80
_ Cs Tk $ '
. . 3 L . . . . .

" $0-5,999 1,187 -25.1 1,205, -

$6,000-11,999 | 1,346 - 29.5 . 136l
. -$12,000-17,999 - 1,433 30,7 1,374 -

+ $18,;000-24,999 1,526 , 27.1 " 1,515
$25,000-29,999 1,379 © 242 01,603 .
$30,000 or more ‘1,413 21,4 1,494 °
Independent 1,393 ° 28.7° T 1,089

* .\Students . ’ - :
AN i
- \\‘

N
\the $6,000 to $18, 000 income range and on independents may
_have been eliminated\by MISAA. »

AN ° .- .
From all the data, a few general conclusions can also be made. First,

most of the average net student burdens aépear to_be huite.small. We

might recall tﬁat, as part.of the most recent reauthoriéation, the higher

education associations proposed and the Congress enacted into law a policy

maice up 75 percent of a student's cost of education (or, in other words, .

that ‘the student burden be only 25 pertent). 3y From the SISFAP data,

>

- - i

21/ Education Amendments of 1980. Report of ‘the House ComJittee on Educa-
tion and Labor (Report No, 96-520), October 17, 1979, p. 20, and Educa-
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it appears that this objective has already been achieved; in fact, it looks

like it was close to Seing_net even before passage of MISAA. 38/ - The only

. groups'with an average neé student burden significantly higher than 25

,percent;afé low-income community college students (for whom the burden in

=

.dollar terms is very low) and some independent students (for whom a 25

z

percent goal may bé inappropriate).

-

. ) 3 .
Second, the data provide little evidence of a “"middle~income squeeze, "

either beforé or after MISAA. For all three éypes of collegés, the differ-=

4

eﬁces in percentage burden for different income groups (within the broad

1

.ranée of- $0' to $25,000 .for community college students and $b to 30,000 for

four-year college students) are quite small, at most a few hundred dollars.
In thé post—MISAA year,}thése differences disappear almost entirely. In

terms of earnings contributed from work (perhaps_the best indicqtor of

7

immediate student burden), there appear' to have been no éignificant inter-

Y -

group differences in either ycare In all, the only students who seem to

.have had a smaller net student burden are upper-income sﬁudents, and their

major source of financial support was overwhelmingly fam'ly contribution.§2/

A final comment is that the impact 6§ the Middle Income Student Assist-
ance Act is only partially revealed in the data. Appendix A tables show

that the half;billion dollar increase in Basic Grants40/ and the $§70

38/ a necegsary caveat here is that, of course, the figures in these tables
are only averages; many students will face a higher or lower college cost
burden than the data indicate..

22/ We might also note that the amount of money contributed from work by
students in.the over-$25,000 categories was about the same as that
contributed by other students.

2

40/ The actual increase in program expenditures for BEOGs between FY 1978
. and' FY 1979 was about $890 million. Some of this increase (which the

-
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millien funding increase for Supplemental Grants resulted iﬁ“aharply higher

.

grant averages for middle‘-income students. 'Upper-income, and in some cases,

°

. lower-income students also appear to have benefited from the increased

-

availability of grant assistance. One change in the law for which little

impact is found, however, is the elimination of the provision in GSL that ‘ }
. denied payment of the in-school interest- subsidy for loans to students ;
froh families with adjusted gross incomes of more than $25,000. As a
/ result of this change, one would expect to find a significant increase in
average GSL for students in the over-$25 000 cdtegories. iy Such an_
increase does not show up in the data. In fact,. for the "$30, 000 and’

over",group,.the data‘actually indicate a decrease in GSL per ‘student. We

nh

<

might take this as an additional indication of the inability of the SISFAP

surveys.to determine the full extent of GSL borrowing,,and also, perhaps, as
I evidence that it took some time after the passage of MISAA for upper-income
sﬁudents to take advantage of the change in the law. . -

.

£ o o Summary and Conclusions .

-

The objective of this paper has been to explore the impact of recent,

changes in Federal student aid policies on the means by which students pay

for college. A particular concern has been the impact of major increases T
in the availability of student loans on student finances.

Student-Loans) has increased dramatically. As the discussion of "net present

o -
~

author estimates at $413 million) can be attributéd to administrative
problems, which caused the expenditure level for 1978 to be well below
- that anticipated on the basis of number of applications received.

N R P
s
.

- 4
‘ ) - Since the mid-1970's, the volume of student loans (particularly Guaranteed . :
|
\

pECY vy

ﬁlj We note that. this would mean an increase in the net student burden .
for those students. . . . ' 1

1

.
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value“ indicates, the loan progrdhs are partially a vehicle for government

)
provision of nonreturnatle grants to students. For a hypothetical baseline

student it has .been found that about 32 percent- of a GSL and 43 percent of an
NDSL are never returned. For any actual student, the amount of nonreturnable
aid received depe. "= on the particular circumstances involved: amount of

subsequent in-school time, deferment periods, schedule. .of repayments, dis-

© count rate. It is clcar that with the Department of Education making or

o

guaranteeingbloans at the rate of $8.7 billion per year (the estimated

volume for FY 1981), a significant amount of'nonreturnablL'aid is being
.. R : . of e L
received by students. Thus, it seems important to get}some'idea of the

¢

actual amount of aid involved and also to determine, in a more general

'sense, what role student loans have come ‘to fill in uverall student finance.

— -

For these purposes, tvo'msjor sources of student aid data are considered.

@

Both\izurces_are useful in the aralysis of different aspects of student

finance, but neither_source is found to'adequatelyireflect the amount of

student borrowing that actually occurs or to]present -a complete'picture of

v ”

how students pay for college.

~

* .

The annual freshman survey of the Coopers ive Institutional Research .

Program (CIRP) collects unverified student-reported data on family°income

" and smount of financial assistance received\from different sources. The

Foiad

method of data cu. dction makes it very difficult to use CIR&‘for analysis

of the amount of student ajid that students with different fammly incomes

receive. Furthermore, the respondents are college freshmen only, extension

-

of findings for this population to the general population of postseccndary

~ students is impossible. Despite these problems, the CIRP data have been

) . .

used-frequently in student finance analyses. One example was their unwar-

39




| unaccounted for and is simply reported a§ "unmet need." Neverthe!@ss,

» b -

ranted and misleading use as a justification for major increases in financial

assistance to middle-income students.

. 2
v 2 . -

The SISFAP surveys provide 2 data source that corrects for many of the
deficiencies in CIRP, Yet, like CIRP, ‘the SISFAP data do not document the
A .

fuli extent of student participation in the GSL program. Futhermore, a

- \

Afairly large portion of the different sources of student finance is ~

~

SISFAP-is probably the best source of informatzon on student finances. o

when disaggregated by type of institution, the data indicate "that "net

o

student burdens" (the amount of money -the student must coutribute from ,
work and loans' minus the nonreturnable _portion of loans) are fairlj 10&
_ further, the data provide little evidence of a "middle-income squeeze,”

v‘either before or after passage of the Middle Income Student Assistance Act.

{
»

- . »

Implications for Future Data Collection:, It is clear that before we

.can fuily understand wa't is going on in student finance, a better source,

3
®

of .data is needed. The most glaring problem with the current data is the

‘almoat total lack of infoékatiog/on student parti;ipation in the GSL program. .

. . . ) <
Who borrows, how much they borrow, when they borrow, and how quickly they

A\ .
repay are all questions ‘that can now be addressed only through spgculation.

For the future, data collections on student finance should concentrate on

the following areas: . ] ) S '
. S
= ‘o Graduate students. Since graduate students are major GSL ' )
. borrowers, no complete picture of“partidipation in the GSL '
program will be available unless they are included in future
surveys.,

L4
-

o Students who 'do not apply for ﬁasic Grants or.Campus-Based aid.

Although these students will not have detailed financial infor- « .

mation on file in tiie campus student aid. offices, they gcan .
participate in the GSL program. In future surveys, some, attempt
should be made to elicit detailed information (of the type '

Y




RN

reported for aid applicants in the SISFAP record review surveys) I

on sources of .financial support for these students, ° _ "
. . ' . . a

~ ©0 A better match between total need and aggregate sources of

financial support. For future suryeys, it would not seem too

difficult to-develdp a measuré of .total student budget that -

actually réflects the total amount of money that the student

spends from-all available sources,  This would permit an

improved analysis of student burdens:without confusion .

RN
[ PN

e

St~ 3 BN

over treatment of “unmet ‘need,"

regate loan burdens. and repayment pattérns. For determi- T
nation of -the amount of nonretutnable loan aid students .
R receive and for cost prediction in the loan.programs, a reliable S
. sourceof .data is needed on how: mich students have; borrowed by oo
B the time théy. leave schéol’, -how often ‘and. for how long they )
-subsequently'.go into deferable activities, and at what rate
they éompleﬁe,their repayments, ( o :
\ : . S .

For the coming year, the Department of Education is planning to conduct .

WIS IR 4

. another SISFAP.-gurvey, . Initial discussions about this project have concen-— , f_e

traéqﬁ on .the first three cbncerns'listéd above. The final concern must - L
be addressed'through other éurveys'or through improved management and

data -collection procédures in the loan programs,

. Lo

~ N . K
' N
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~Imp11catiohs for Public Policy: The\discussion of CIRP and'SISFAPLin - i

this paper should provide amblerevidenpe of the murkiness of existing data on

» by

g
TSR
:

student finange. Yet the insufficiency of the dataapas not inhibited N -,

¢

Congress from making majdr alterations in student aid policies. In ‘general,

y

LA o e vy

- these changes have made more students eligiﬁle for Bigpificant amounts of ! .
federal assistance and have fhcreased the level of asgigggzzngoipé to . ‘%

those already in the programs. The impact of these pqlicy'changes on the

-

o P hagy oy
A [

total amopnﬁ of bénefits_going to to students c;n be seen in Table 7. ’ ‘{

SR e 2 Y
P

. ] .
The increase in fundinz for student aid has not been uniform across :

all programs. = The greatest increase has been in-thé amount of money made

R

availsble*by private lenders and guéranteed by the Federal Government for

4

] . «

( Guhrénteed Student Loans. Without statuiory amendments to the prog:am,




4 . &
- ;’-‘1 : co | ;=, Federal Student Assiotance Benefito; By Prog;an g é
- Co T ""; S '“‘Fiocal Yearo 1977-1982 4 '
’f dé Ai ) :f o i : o i~ . © (dn Millions of Doll 8) — )
e ] R _ - .;.?iscal’lear.A ’
AT It | do78 | ie79 | 1980 T 1982
X . 1 A IR :_ . ‘conéurtent ‘xeoggn Current Carter- Reagan
i o R Resolution QungQ. , Law . Budget Budget
iBasic Educational Opportunity i 1 - 1. ; . i o . i o P | '
(Pelll Grants 1;58§ : 1,561 2,450 2,673 ?,l59 2,562 ——— 2,736 2,48?
yfé‘fSupplenen'al Educational o . © 7 .- o ‘N:;gff,.f " ﬁr . . ) -
" Opportunity Grants 2464 266 | '-330,.f .""358 370 - 370 ———== " 400 370
State §tudent In;;entive Grantsd/| 60 d e w | o | o e Lon o m :
’ ‘.Colfle’éth_{ork-"Study.‘.’jf. -, _1269", 488 = 507 . 610 610 610 ~-——=" 610 610
National Direct Studemt Loang |- 615 640 711 m 560 560 | ~-=— 649 649
: Guaranteed Student Loans "] 15837. | 1,959 | "2,984 | 4,840 ,~ 7,000/ . 5,108/ 9,4008/ 5,700d/ 5,7004/
w = <
Federal share only ; .
Includes 1nstitutiona1 share - ) ; .
¢ N Estimate of total loan volume (student and parent programs) under current proétem, uncontrolled : ‘1:3

Estimate of total loan bor'owing (atudent and parent programs) with Carter/Reagan cost-saving amendments
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loan volume will rise to a projected $9.4 billion in Fiscal 1982, a 514
perééht ($7.9 billion) increase over the level of five years earlier.
Over the same period, the level of funding for Basic Grants shoﬁs an in-

crease (assuming the Reagan ﬁudget'léve;s.for i981 and 10¢82) of $898 million,

or 57 pegcent.ﬁ}/ Increases in the four other programs have been more modest.

. GSL is the only aiﬁdggt.ﬁid program not limited to ctudents with demon-
céidted "financial neqd.“‘ It 18 used by étudents from families at all income
levels, 1nc1¢91ng those who are out of reach of the ;theg FederQl programs.
3_ﬁet pr;sent value calculation allows ﬁ; Eo estim#te'the amouﬁt of nonreturn-
able aid provided-tofGéL borrowers. -Using the John Doe a;sumpfions (with a
slight~downward adjustment to account for the fact that, ;n Fisé;l 1982, many
GSL particiéap;s will borrow at 9 percent), provisiongof ﬁ;.B billion in GSLs43/
qould’rééult in noﬁréturnable assistance of almost $2.4 billion té borrowers,

“an amount not fa; below the $2.9 billion going go low- and migdle-incqme students
through the Basic and Suppiementhl Grant programa.ﬁﬁ/ It appears th&f, very

soon, the govétﬁment will be éiving avay more in nonreturnable loa;s than

in direct grants,;a major change from the pattern of earlier years, with

an equally,notak}g_ghange in the type of students who receive nonreturnable

o

42/ Most of the increase otcurred in 1979, when passage of MISAA resulted

in’opening up of the program to many more students —- the family income
cutoff of about $13,000 was moved up to about $25,000 = and a _higher
benefit level for those already eligible.

43y This is the projected loan volume for the (fully-subsidized) student
GSL program, if no statutory amendments are enacted.

44y Admittedly, this'does not say much abaut the amount of nonreturnable
* assistance received by individual borrowers. The nonreturnable por-

* tion of a $2,500 GSL (the anrual maximum) under the "John Doe* assump-
tions is about $800. A lowrincome student would be likely to recedve
more- than that in grants and would also be eligible ‘to-participate in
GSL., . .

2
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"in the Carter and Reagan budgets for the five need-based programs in 1982,

38

-assistance.. S . ' - .

. 4
Al
.

The explosion in etudent borroving under GSL has required major 1ncrecceef.

1n !ederel .expenditures for in-cchool interest cubcidiec, cpeciel allowance

pcynente. end edliniltretive overhecd.:'rron leec then $400 nillion in

1977, the Federal budget for GSL will riee to over $3.2 billion in 1982 if
no ltctutory revicionl cre made, In a time of budget etringency, 'uncon=
trollcble" ;_/ increceec 1n the GSL budget hcve cbeorbed fundc thct h
could hege gone 1nto the need-bcced progreme or into ceeieteﬁce for other
1eve10 of education. The, 1npcct of the GSL “exploeion on the rest of the
ctudent cid budget can probcbly be detected in eeverel recent deJclopmente'

(1) the sso-per-recipient cut 1n funding (c $l30 nillion reduction from

_che origincl budget level) for Basic Grente in Fiscal 1980; (2) an addi-

_ tionel*sao-per-rccipient reduction for BEOGe in Fiecel 1981, bringing the

maximun BEOG down to $1,670; (3) tne $100 million cut in the Federal capital

contribution for NDSL in 198i; and (4) the very modest increases proposed

In qrder to find room for something close to level funding for these pro-
grams; both administrations propoeed‘mcjor structural changes in GS 46 /-
prcpcccle not diceimiler to the‘onee'thct‘were\denounced and rejected by

ﬁé/ GSL. operates eecenticlly as an entitlement progrem. There is no
limit on the number ‘of students who may obtain fully subsidized and
guaranteed loans. For each loan made, the government is committed to
paying interest subsidies, the special allowance, and administrative
allowances to the private lender and to reimbursing the lender if the -
loan 1is not repeid in the event of death, diecbility, or default,

fé! These chcrgee 1nc1ude limiting student borrowing to "remaining need“
(after expected family contribution and grants have been subtracted from
total cost), eliminating the in<school interest subsidy, and, in the
parent loan' program, chcrginq market iaterest rates,




by the Congress during consideration of the 1980 amendments to the HEA. Designed
to take take effect in the final quarter of Fiscal 1981, these amendments

" would cut costs by constraining both borrowing and payment.of Federal subsidies.4?/

<

For the:Reagan Administration, an added elenent in the picture 1s the
President's support for tuition tax credits. As‘generally conceived, a tuition
" tax credgt‘for'higher education would benefit maini} students‘from middle~ and ,-
upper—income families;'}he same groups who now participate;neavily in QSL.ﬁ§j
Further, because of the large number of families who-would,take it, a tax
credit of even small size would be expensive, probably $1.5 billion at a minimum.
In order to afford this, addi: ional funds would have‘to be taken from the
existing programs, A I}kely candidate for budget eutting in order to, afford
tax credits might be GSL. Yet billions of dollars cannot be 5aved in GSL in
the immediate future. Even if no new Q%Ls vere nade in 1982, only about $787

: ¥ .
m@llion}(out of $3.2 biilion required to keep the program operating as is)

would oe saved.ﬁgl

Yooy

For additional savings; the Administration and Congress may have to
look to Basic Grants, Supplemental Grants, and Direct Loans, a11 programs
that still work in large measure to ensure needy students access to college.

Making large cuts in these programs ‘in order to pay for tuition tax credits

-

N ”

e

47/ as shown in Table 7, these changes are projected to reduce borrowing

by a projected $i.9 billion in FY 1981 and $3.7 biliion in FY 1982. The
initial cost savings would be an estimated $103 million in 1981 and $873
million in 1982.

%

ﬁQJ-Federal Aid to Postsecondary Students: Tax Allowances and Alternative
Subsidies. Washington: Cohgreesional Budget Office, January 19/8.

. 49/ This- estimate assumes that the program continues without change through
FYy 1981,
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of a remarkable transformation in student aid policy --

*

N

uight mark the end
from a set ogwbrsgran. primarily directed af low-income students, to one in

4 7

vhich middle- and upper-income students are permitted to share the benefits,

to oneﬂig which low—-income may bé nudged out entirely. The rationale for such

-

a change in policy has .not yet been articulatad.
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. ].'ABLE A-]
ESTIMATED AVERAGE BUDGET MET BY VARIOUS SOURCES OF FINANCIAL
ASSISTANCE 'FOR UNDERGRADUATE STUDENTS IN TWO-YEAR PUBLIC INSTITUTIONS:

ACADEMIC YEAR 1978-79 . _ -
—— T ExFECI®d * ) - 3
AVERAGE  FAMILY . OTHER - OTHER OTHER  UNMET
N BUDGET _ CONTRIBUTION  BEOG __ SEOG _ GRANTS NDSL _ GSL LOANS CWS WORK  NEED
120,609  $2,403  § 227 $843 $ 61  $152 $44  $8 41 $319 $402  § 348 i
t$6,000-11,999 93,441 $§2,257 § 307 $760  $119  $137  $66  $16 $31 $225 $321  § 284 B
¢ 0 $12,000-17,999 35,820 $2,415 § 729 $485  $ 84  $151 $61 55 $22 377 $445° § 28 :
F.$18,000-24,999 18,277 $2,787-  $1,609 $159  $ 8  $207 $45  §54 $17  $479 $500  § —291, ;
e S . / : , :
i~ $25,000~29,999. 3,712 "$3,530  $2,637 $225 $104 ~ $380 $59  $0 $0 §$47 s3 §-317 -
7 $30,000 or more* . * * * * * x * * * * * x
(. INDEPENDENTS  .278,741. $3,852° § 771 $649  S111  $126 ' $132  S$64  $66 $201  §764  §1,120
5 *Insufficient observations
] ' L o
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— e - _ : TABLE A-2 ‘

g ] : ESTIMATED AVERAGE BUDGET MET BY VARIOUS SOURCES OF FINANCIAL

£ * ASSISTANCE FOR UNDERGRADUATE STUDENTS IN TWO-YEAR PRIVATE INSTITUTIONS:

A ACADEMIC YEAR 1978-79 T

v . ; 2

' DEPENDENCY ~ EXPECTED : =

. BY TOTAL AVERAGE ~ FAMILY OTHER , OTHER OTHER  UNMET

i . FAMILY INCOME N . . BUDGET __ CONTRIBUTION BEOG _SEOG _ GRANTS  NDSL _GSL ' LOANS CWS WORK __NEED

" DEPENDENTS

= $0<5,999 9,046  $3,663 $ 777 §1,123  $71  $336  $105 $343 §$12 $352 §317 $ 55

1 $6,000-11,999 13,637 $3,946  § 889 $.959 $66  $450  $ 96  $383° $ 31 $248 $469  § 166

- $12,000-17,999 10,520  $3,971 $1,141 § 443 §76  $377  $135° $375 $ 5 $177  $443  § 344
$18,000-24,999 11,676  $4,555 $1,702 $ 34§70 §599  $126 $637 § 14 $282 $508  § 108
$25,000-29,999 * * . * * * % * * * “* *

- . Y N

'$30,000 or more % * * * *® * * * * * * *
INDEPENDENTS 14,537 $5,847 $2,391 $ 699 s64 . s2%2 $337 $373 $130 $857  $-107

e e




® " TABLE A-3

16

' ESTIMATED AVERAGE BUDGET MET BY VARIOUS SOURGES 9(\1
] - ASSISTANCE FOR UNDERGRADUATE STUDENTS IN FOUR-YEAR PUBLIC IN mnous.
' ACADEMIC YEAR '1978~79 -
ta n'nm_m‘ > mi;crm ™
{7 BY TOTAL’ . ' AVERAGE  PAMILY ; . OTHER OTHER OTHER  UNMET
> ' FAMILYINCOME N > 'BUDGET _ CONTRIBUTION ‘BEOG . SEOG  GRANTS NDSL 'GSL _ LOANS CWS WORK _NEED
e S .
* " DEPENDENTS .

L. $0-5,999 220,962 $2,500  § 421} $944 - S115  $277  $147  $ 45 §13 - §191 $335  §
‘:‘.:l o ‘ ) \ ) '
L. $6,000-11,999 182,567 $2,947  § 698 | $817 . - §138  $312  $210 §$58 $18 $169 $428 & 89
$12,000-17,999 [169,012 $3,179  § 836 - $462  "$160  $400  $269 ¢ $ 66 §$6 $172 $606 § 193
$18,000-24,999 121,097 $3,455  §1,411° $132  §95  $33  $376 $268 $14 §214 $589 & 27
szs,ooo—zg 999 -.31,507 . $4,017  $2,605 /‘s 68  $69 $302  $209 $316 $26 $137 9657 § -494
L. $30,000 or.more 16,412 "$5,036  $4,249 . $19  §12, s":»sat $118 . $619 $0 § 42 $468  $-1,069

’ INDEPENDENTS 226,044  $4,192  § 930 §722  §163  $279  $381 §109 $75 §344 $754  §  4lS

L 7 .
- S




. TABLE A-4 oo
. sl‘!S'l.‘IMA'J.‘ED AVERGE BUDGET HET BY VARIOUS SO‘JRCES OF FINANCIAL ,
ASSISTANCE FOR UNDERGRADUATEN TUDENTS’ IN FOUR-Y:.AR PRIVATE- INSTITUIONS‘
¢ ACADEHIC 'YEAR 1978~79 .

P

-

. EXPECTED ‘ o \ 2 .
PAMILY . _,OTHER - . - OTHER
CONTRIBUTION ~ BEOG  SEOG  GRANTS GSL _ LOANS

405,999 . 102,083 §5,015 '$~638 , , $137 $25

:5?$69600-f1’99o T 97,924 ' §§§377 '§ 754 $ "853  $204°, $1,118 | $345 $275° $13  $347  $605  $410
' $12 ;000~17 ;999 108 228 . §s,gé; . 813065 ' $ 384 $185 $1,249  $514 $353 $27 - §348  §529 - $610_ é
;:ﬁmmwﬂ9” m3m1.ﬁqﬁﬁ"aﬁn $ 85 $145 $1,345  $448 $501 $15  §261  $657 $M5"§
f szs.ooo-29 999 62,071  $6,026 $2,732 . 's‘itze $ 61 ‘$1,139 §373 §524 .26 $208  $582°  $319 '~§
;;3339.000 or more 57,597 téb;ssa ’ $3,974 S,’$~‘tz9; . §26 § 745 $193 $831 $6  $127 | %608 $-33'-'g
l}lupzrxubﬁnrs - 73,197 - $5,639 $1,711 $ 638 $171 $ 693  §321 $335 $58  $264  $663° §778 i
X ’ . , 56 :

55 - = .
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TABI.! A5,

BSTD!ATBD AVERAGE BUDGET MET BY VARIOUS SbURCBS OP FINANCIAL

Y Q‘«x-:;wwww,@ dam o temr gme o

R
oy v w

IText Providad by ERIC.

*Insufficient obse::;rations

Assxsmncn FOR UNDERGRADUATE STUDENTS IN PROPRIETARY INSTITUTIONS: 4
: AcAnmtIc YEAR 1978-79 ;
—
» U
: 'EXPECTED ‘ ,
AVERAGE ‘FAMILY OTHER OTHER OTHER UNMET
N BUDGET _ CONTRIBUTION BEOG  SEOG GRANTS NDSL GSL LOANS CWS  WORK - NEED
. $
**30-5,9’99' 30,976  $4,008 $419 $1,239 $214 $213 $190 $296  $13  $36 $130  $1,208
}36,000—11.999 28,298  $4,189 $358 962 $131 $284 $290 $584 '$10 .7 § 3 $115  $1,451
312 ooo-17,999 16,832  $4,296 $664 397.  $230 $308 $304 $668 $ 3  $18 §135  $1,566
!am,ooo-zl.;m 10,565  $4,448  $614 211 $245 $168  $435 855  §10  $32  $i20  $1,600
“‘325 ‘000-29'999*' * Tk * * * * * * * * * *
330 000 or more* * * * * * * * * * - * * *
-, ’mnzmmms 97,131  $5,335 $1,253 $832 284 $97 $557 $238 $6 $7 $326  $1,724

N
t
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. TABLE A-6
ESTIMATED AVERAGE BUDGET. MET: BY VARIOUS SOURCES OF FINANCIAL
ASSISTANCE FOR UNDERGRADUATE "STUDENTS IN TWO-YEAR. PUBLIC INSTITUTIONS:
ACADEMIC YEAR i979-80 -

DEPENDENCY EXPECTED - o ’

‘BY TOTAL. " AVERAGE FAMILY . OTHER ' CTHER OTHER : UNMET
FAMILY INCOME N ' BUDGET _ CONTRIBUTION  BEOG SEOG °  GRANTS NDSL GSL LOANS  CWS  WORK  -NEED .
nzpmgmé ’ ’
$0-5,999 ) 143,491 $2,612 § 173 $813 ,su;; $141 $ 42 $20 $10 $340 - $344 § 544
$6,000-11,999 '110,807 $2,665 § 392 - $820 $195 $ 91 $ 46 ‘szo $0 $419  $362 ;s 296
-$12,000-17,999 8‘8,12-'4 . $2,792° - $ 655  §795 §226  $ 78 s 4 49 $16 $237  $400 $ 268:
$18,000-24, 999 5:989 sz,77§ $1,118 '$607 $ 56 $ 58 ;sus $22 $0 $226  $357 § 110
$25, 00029, 999 . 9,495  $3,130 . $1,840 $534 - .0 - $B0° 5152 $0°  $0 $90 $464 $ -85
$30,000 or more . 9’,976 $3,575 52,039 .$261 $277 - $ 46 $284 $68  § 0 $36  $394 § 104
INDEPENDENTS 461,317 $4,426 § 991 §702 - $175 $147. $ 98 $52 $5 $350  $755 $1,049

60 L



TABLE A-7

ESTIMATED .AVERAGE BUDGET MET BY VARIOUS SOURCES OF FINANCIAL
ASSISTANCE FOR UNDERGRADUATE STUDENTS IN TWO-YEAR PRIVAIB INSTITUTIONS:
ACADEMIC YEAR 1979-80

EXPECGTED

DEPENDENCY .
AVERAGE  PAMILY I OTHER OTHER OTHER . UNMET
'PAMILY INCOME N _~BUDGET _ CONTRIBUTION BEOG - SEOG - GRANTS NDSL GSL  LOANS GCWS ° WORK NEED
nnnunms - "
" $0-5,999 28,816  $3,656  § 68l ¢ ,120  $68 $471  $ 34 52327 '$ 0  $140 .$354 $ 643
1$6,000-11,999 26,138  $3,409 - '§ 378 $1,066  $61 $624  $- 95 $395  $17  $209 447 § .88
T $12,000-17,999 29,417 $3,766 648 $ 809  $28 $528  $110 $323 S0  $204 431 § 619
 $18,000-24,999 37,117  $3,522 $1,269 $ 589  $37 $412—$-71_$52 _$70  $215  $405  § 43
' $25,600-29,999 8,989  $4,232  .§2,216 $ 316 $18°  $731  $ 61 $587 $42  $262  $603 , § -588
$30,000 or more 5,704  $6,738  $5,191 $ 134 $35 $693  $ 17 $938 $ 0  $240  $868  $-1,400
.| INDEPENDENTS . 46,382  $4,442  $1,003 $ 778  $38 $315  $65 - $147. $140 © § 37  §550  $1,214 °
61 - £o
CAy
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TABLE A-8

ESTIMATED AVERAGE BUDGET MET BY. VARIOUS SOURCES OF FINANCIAL
ASSISTANCE FOR UNDERGRADUATE STUDENTS IN 'FOUR-YEAR PUBLIC INSTITUTIOu J: -
ACADEMIC 'YEAR 1979-80

L e atedeae g

DEPENDENCY

\

- EXPECTED

K

o

Fpk® e -
Co

© BY TOTAL ‘ AVERAGE ~ FAMILY = - OTHER = . OTHER OTHER  UNMET °
_FAMILY INCOME N BUDGET _ CONTRIBUTION BEOG _ SEOG  GRANTS NDSL GSL  LOANS CWS  WORK  NEED
DEPENDENTS i E—
-$0~5,999 187,590 $3,299° § 615 $1,060  $143  $381 $193 $59  $4  $253  $308  $°175
$6,000-11,999 193,498 $3,589 _ § 652 $1,055  $106 . $327 $194 $120 - $ 4  $274  $501  § 257 [/4
$12,000-17,999 208,114  $3,677 § 1M $ 921  $106  $359  $298 $188  § 7  $235  $537  § 123
$18,000~24,999 165,691  $3,994 $1,557 $ 695 $86  $338  $I178 $265 $9  $200 $551  § -16
§25,000-29,999 64,904 $3,916 1,574 $ 505 $69  $178  $263 $433 $14  §170  $543  § -5
$30,000. or more 45,559  $4,414 §2,477 '$ 319 $50  $529  $145 $321 $4  $162  $540  §-279
INDEPENDENTS 287,578  §4,921 $1,156 § 872  $163  $329  $375 $157-  S14  $376  $604  §- 727
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. . ~ - T. A-g
ESTIMATED AVERAGE BUDGET\MET BY VARIOUS -SOURCES OF FINANCIAL
ASSISTANCE FOR UNDERGRADUATE STUDENTS 'IN FOUR-YEAR PRIVATE INSTITUTIONS:

, ACADEMIC YEAR 1979-80 ‘
o . \ ‘A .
:* . DEPENDENCY o EXPECTED = ' \ :
i BY TOTAL AVERAGE  FPAMILY ' OTHER OTHER _OTHER  UNMET _
=7 ~PAMILY. INCOME N BUDGET CONTRIBUTION BEOG - SEOG\ . ‘GRANTS -NDSL GSL LOANS CWS WORK NEED
. §0-5,999 78,026  §5,728  § S57 .  $1,347  §272  §1,425 $349 $126 $ 3 $337  §543 § 696
" $6,000-11,999 100,461  $5,661  § 567 $1,150  $304 $1,285 < $363 $258 - $ 4  S44l  §536 § 835
(' $12,000-17,999 119,153  $6,002  $1,088 $ 826  $199  $1,414 $399.$328 S 4  $355  $568 S 775
. '318,000-26,999 151,392  $6,153 $1,845 $ 516  $242 $1,530 $366 $515. 16  $341  $603 § 172
- _ \ ) 13
. $25;000-29,999 91,194  $6,335  $2,579 $7296  $124 . $1,465' $352 $687  $34  $314  $590 § -173° .
" $30,000~or more 100,600  $7,115  $4,025  $ 142  § S4 $1,202  $281 §$595 .§12  $275  $646 § -219
INDEPENDENTS 101,074  $6,635  §1,362 $1,050  $316 $ 720 $402 §249 $ 1 $232  $460  $1,844
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) TABLE A-10 .
ESTIMATED AVERAGE BUDGET MET BY VARIOUS SOURCES OF PINANCIAL , Co

ASSISTANCE FOR UNDERGRADUATE STUDENTS IN PROPRIETARY INSTITUTIONS:

" ACADEMIC YEAR 1979-80

~ LA

. DEPENDENCY EXPECTED - -
* " . BY TOTAL AVERAGE FAMILY * -“OTHER OTHER . OTHER UNMET
"FAMILY INCOME N- BUDGET CONTRIBUTION BEGG SEOG GRANTS NDSL GSL LOANS CHS_ WORK NEED
DEPENDENTS
Q <
s 30:_-5,999 26,549 "$4,308 $ 218 31,449 $213 $234 $328 $§372 $16 $154 §232 $1,062
_$6,000—11,99§ 18,859 $4,162 $ 327 $1,2§9 $308 §221 3394 $375 $0 $ 55 * $209 $1,082
$12,000~17,999 12,726  $4,051 $ 817 $ 865  §254 $261 $309 $395 $ 0  $120. §161 T 894
$18,000~24,999 12,537 $4,520 $1,094 $ 629 §205 $2_54 $§282 5825 $ 0 $ 20. 6188 $1,010
$25,000-29,999%  # * * * * * * * * * * *
$30,000 or more* * * * ' * * * x & * * * *
INDEPENDENTS 82,401 $4,512 $ 625 $1,0§6 $91 §257 $169 $590 $11 $113 $431 . §1,111
* Insufficient observations '
' 1
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APPENDIX B
Calculation of Estimated
Average Net Student-Burdens
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v ‘ TABLE B-1 ' -

: CALCULATION OF ESTIMATED AVERAGE STUDENT BURDEN3 c

i - FOR STUDENTS IN PUBLIC TWO-YEAR COLLEGES :

o = -

1978-79 . o :

e FAMILY INCOME N

e $0= $6,000- - $12,000- $18,000~ $25,000~ $30,000  Indepsndent

- 5,999 11,999 17,999 24,999 29,999 or more _ Students o

i Wwork $ 721 § 546 $ 822 § 979 $ 365, * $ 965 .

ésL. 8 16 55 54 - . 64 .

(nonteturnable)  (3) (s) (17 an - * €1}

X 3

2ND v 66 61 45 59 < e 132 :

(nonreturnable)  (19) (29) (27) . (20) (26) * (58) 3
. Al 31 #22 __ 1 - * 66

$ 792 $625 $916 $1,058 $ 398 * $1,148 :

V. Budg _ ’ . |

Unnet Need”  $2,055 $1,973 $2,387 $3,078 $5,847 f * $2,732 :

. v §

vTotal Cost 8.5 31.7% 38.4% 34,42 1032, | * a0z . !

£350 . -

Insufficlent observastions N

1979-80

: : : FAMILY INCOME

. $0- $6,000- $12,000- $18,000- §25,000- | $30,000  Independent - ::

- ]5,999 11,999 17,999 24,999 29,999 or more _ Students :

$ 684 $ 781 $ 637 $ 583 $ 554 $° 430 $1,105

20 - a0 49 22 - 68 52

nonreturnable) (6) (6) (16) (7) - (22) (17) p

NOSL 42 a6 4 s 152 284 98

(nonteturnable)  (18) (20) ) (50) (66) (124) (43) :

{Other loans® _§ 10 == 16 - - - 5 °

ORI N

“Total $ 13 $ 821 $ 688 $ 663 $640 5 $636 $1,200 .

R . . . f %

E%{Aﬁ'; “Budget- !

{“Unmet Nead"  $2,058 $2,369 $2,524 $2,669 $3,215 | $3,471 $3,377 ‘

-.g’ -. ) ’ 4 :

k;ﬁ,{/l}ggg!ren as 2 of . ! X

‘Total Coat 33.62 34,72 27.3% 24.8% 19.92 18.3% 35.5% :

| ‘"Source: SISFAP Surveys (Record Review Porm) for U.S. Office of Education ]
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TABLE 3-2

CALCULATION OF ESTIMATED AVERAGE STUDENT BURDENS
POR STUDENTS IN PUSLIC POUk-YERAR COLLEGES

4

Total Cost
2

Source:

SISFAP Surveys (Record Reviev Form) for U.S. Office of Education

1978-79
L , '
5 ' : PAMILY INCOME :
s $0- . §5,000- §17,000- $18,000- $25,000- §30,000  Independent:
» 5,999 11,999 * 17,999 24,99 29,999 or more Students
i Work ¢ $ 52 s 597 s 778 s 803 § 7% s 510 $1,08
S . . o -, 268 316 618 109 . ;
¢ . (nonreturnable)  (14) (19) (21) ‘ (86) (102) (199) 35) ¢
Biowost, 147 210 269 76 209 118 I
{ " (nonreturnable) (64) . (92) (117) (166) (91) (51) (166) .
- . other loans 13 18 6 14 26 - 15
P ‘ i )
' _Totel $ 653 $ 1712 $ 981 . $1,211 $1,152 $ 996 51,462 -
{ T i .
15, Average. Budget- .
. “Unmet Need”  $2,486 $2,858 . $2,986 - -~ $3,428 $4,511 $1,105 $3,7717
" Burden as X of ‘ .
" Total*Cost 26.3% 27.02 32.9% 35.3% 25.51 16,32 LI
¥ 1979-80
X PAMILY INCOME
P $0= $6,000- $12,000- $18 ,000- §25,000- $30,000 Independent’
j- 5,999 11,999 17,999 24,999 29,999 or more Students
S Work . $ s6l s 775 $ 790 $ 751 $ 73 § 702 s 980
LoogsL " 59 120 188 - 265 03 321 157 o
Y. (nonreturnable)  (19) (39) (61) - (85) (139) (103) (51). %
. NDSL 193 194 298" ' 178 263 ° 145 s
(nonreturnable) (84) (85) (130), (78) (115) (63) (164) .

7 - other loans 4 4 7 ' 9 16 4 VR
. ® Total $ 714 $ 969 $1,092 $1,040 $1,169 $1,006 $1,311 ¢
4 Avge Budget=- . . I \\ .
i “"Unmet Need”  $3,124 $3,332 $3,556 $6,010 $3,921 $4,693 $4,194
i .
; Burden as % of

22.9% 29.1% 30.7% 25.9% 29.8% 21.4% 31.32

RS

e
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g . , TABLE B-3

CALCULATION OF RSTIMATED AVERAGE STUDENT BURDENS

: ) “20R STUDENTS IN PRIVATE FOUR-YEAR COLLEGES

‘. 1978-79

D PAHILY INCOME

- $o- $6,000~ $12,000~ $18,000- $25,000~ '$30,000  Independent
o 5,999 11,999 17,999 24,999 29,999 or more Students
“Work $ 858 s 952 s 877 $ 918 $ 790 $ 735 $ 927
GsL 137 275 353 501 524 831 335
“(nonreturnable)  (44) (89) (114) (161) (169)* (268) (108)
2HDSL 375 BT s1é o 73 193 21
z(nonreturnsdle) (164) (150) (224) (195) (163) (84) (140)
“Other Loans 25 - 13 27 15 26 6 58
 ‘Total $1,187 $1,346 $1,433 $1,526 $1,379 $1,413 $1,393
{Avg. Budget- - .
("Unmet Need® 84,724 $6,567 84,671 $5,636 $5,707 $6,617 §4,861
“Burden as % of °
#fotal Cost 25,12 ¢ 29.5% 30.7% 27.12 26,22 21.42 28,72

:
. 1979-80
< FAMILY INCOME

: $0- $6,000- $12,000- $18,000- $25,000- $30,000-  Independent

- 5,999 11,999 17,999 24,999 29,999 or more ___ Students
tvork § 920 $ 977 $ 923 $ 944 $ 904 s 921 $ 692
¥esL S, 126 258 328 . 515 687 595 249

‘(nonreturnable)  (41) (83) (106) (166) (221) (192) (80)
¥NDSL 349 163 99 366 352 281 402
“(nonreturnable) (152) (158) (174) (160) (153) (123) (17s5)
“Other loans - 3 4 4 16 3% 12 1
: _Total $1,205 $1,361 $1,374 $1,515 $1,603 $1,494 $1,089
;;M;. Budget- - i
{“Unmet Need"  $5,032 $4,826 $5,227 $5,963 $6,508 $7,334 $4,791
\Burden as % of
{Total Cost - 23.9% 28,22 26.3% 25.4% 26.6% 20,42 2.12
) &
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